who do not sit on Pensions Committee are briefed as required / requested. An on going
training strategy is maintained and delivered.

b That at the start of any meeting, committee members are invited to declare any
financial or pecuniary interest related to specific matters on the agenda.
This is a standing agenda item for each committee and POB meeting.

Principle D — Voting

Not compliant* Fully compliant
A | | |

a The policy of individual administering authorities on voting rights is clear and
transparent, including the justification for not extending voting rights to each body or
group represented on main LGPS committees.

Voting rights are set out in the Norfolk Pension Funds Governance statement which is
published on the Funds website, www.norfolkpensionfund.org. All members of
Pensions Committee have voting rights, including the Staff Representative. All
Employer and Scheme member representatives on POB have voting rights.

Principle E — Training / facility time / expenses

Not compliant® Fully compliant
A

B v
C v

a That in relation to the way in which statutory and related decisions are taken by the
administering authority, there is a clear policy on training, facility time and
reimbursement of expenses in respect of members involved in the decision-making
process.

We use Norfolk County Councils’ generic elected member remuneration policy, which
includes Travel and Subsistence allowances. POB members can claim travel and
subsistence costs incurred. In addition, the Fund maintains a training budget for
Pensions Committee and POB for the delivery of our on-going members training
programme, and related expenses.

b That where such a policy exists it applies equally to all members of committees, sub-
committees, advisory panels or any form of secondary forum.
All relevant individuals / bodies are treated equally, including for example the Staff
Representative on Pensions Committee, members of the Pensions Oversight Board
(Local Pension Board).

¢ That the administering authority considers the adoption of annual training plans for
committee members and maintains a log of all such training undertaken.
The Fund maintains and delivers a training strategy. Committee member and POB
training needs are considered alongside the 12 month committee agenda planning
process. Some aspects of training are business driven and therefore the programme is
flexible. This allows us to align training most effectively with operational need / current
agenda items, and therefore support member decision making. Regular Member
training is supplemented by attending Local Government Association and other
associated events, webinars, virtual and in person conferences and training, as well as
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APPENDIX 2 - Funding Objectives (Actuarial Assumptions)

1. For the purpose of setting funding plans at the 2022 valuation, an economic scenario generator has been used to project a range of
possible outcomes for the future behaviour of asset returns and inflation. The table below shows a summary of the returns and
volatilities as used at the 31 March 2022 valuation:

17 year
Annualised Total Returns Inflation ;;T(lj 1;2;??
(P (CPI)
Index Fixed . . .| Globl All
Linked | Interest UK Private Emerging Unlisted Multi High | World Asset Direct | Corporate
Cash . - . : Property | Market | Infrastructure | Asset . Backed .
Gilts Gilts Equity Equity Debt Equit Credit Yield | ex UK Securities Lending Debt
(long) (long) quity Debt | Equity
16th %ile | 0.8% | -3.1% -1.5% -0.4% -1.2% -0.6% -0.1% 0.7% 1.7% | 0.6% | -0.4% 1.2% 2.7% -0.1% 1.6% -1,7% 1.1%
i((a)ars 50th %ile | 1.8% | -0.7% 0.7% 5.7% 9.4% 4.4% 2.1% 5.9% 3.5% | 3.4% | 5.8% 2.6% 6.0% 1.6% 3.3% -0.5% 2.5%
84th %ile | 2.9% 2.0% 2.8% 11.6% 20.1% 9.5% 4.1% 11.2% 52% | 5.8% | 11.9% 4.0% 9.2% 3.2% 4.9% 0.7% 4.3%
16th %ile | 1.0% | -2.6% -0.2% 1.7% 2.4% 1.4% 1.4% 2.6% 2.8% | 2.1% | 1.8% 1.7% 4.3% 1.1% 1.2% -0.7% 1.3%
igars 50th %ile | 2.4% | -0.9% 0.9% 6.2% 10.0% 5.0% 2.9% 6.5% 4.4% | 4.2% | 6.3% 3.3% 6.8% 2.1% 2.7% 1.1% 3.2%
84th %ile | 4.0% | 0.8% 2.0% 10.6% | 17.6% 8.9% 4.2% 10.6% 6.0% | 6.4% | 11.1% 5.1% 9.2% 3.2% 4.3% 2.7% 5.7%
16th %ile | 1.2% | -1.1% 1.2% 3.2% 4.7% 2.6% 2.5% 3.9% 3.6% | 3.1% | 3.4% 2.1% 5.5% 2.0% 0.9% -0.6% 1.1%
32ars 50th %ile | 2.9% | 0.3% 1.9% 6.7% 10.3% 5.5% 3.8% 7.0% 53% | 5.1% | 6.8% 3.8% 7.7% 3.1% 2.2% 1.3% 3.3%
84th %ile | 4.9% 1.9% 2.8% 10.2% | 16.1% 8.8% 5.3% 10.3% 71% | 7.2% | 10.4% 5.9% 10.0% 4.4% 3.7% 3.2% 6.1%
z/sollzt;':)ty 2% | 9% 8% 18% | 30% 15% 7% 15% 6% | 8w | 18% 3% 10% % 3%
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2. For the purpose of disclosing a current funding position, the actuarial assumptions
used at the 31 March 2022 valuation were:

Nominal Real
per annum per annum
Price Inflation (CPI) 2.7% -
Pay Increases 3.4% 0.7%
Investment return (discount rate) 4.3% 1.6%
3. For the purpose of disclosing the funding position, the Actuarial Valuation as at 31

March 2022 was carried out using a “mark to market” approach meaning the Fund'’s
assets have been taken into account at their market value for the period ended 31
March 2022 consistent with the approach of valuing liabilities by reference to a single
set of assumptions based on market indicators as at the valuation date. In addition,
an allowance has been made for payments in respect of early retirement strain and
augmentation costs granted prior to the valuation date for consistency with the
valuation of liabilities.

4. It should be noted that the absolute return figures as given above are not critical
to the results of the Valuation — it is the returns relative to one another which
are more significant (in particular, the return achieved in excess of inflation).

The actuarial assumptions also include statistical assumptions; for example,
rates of ill health and mortality. All assumptions are reviewed as part of the
formal actuarial valuation that is carried out every 3 years.

5. For full details please see the 2022 Valuation Report and the Funding Strategy
Statement which are both available from the Fund’'s website at
www.norfolkpensionfund.org.
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Past Service Funding Position at 31 March 2022

Accrued (Past Service ) Liabilities

Past service liabilities:
Employee Members 1,514
Deferred Pensioners 998
Pensioners 2,101
Total 4,613
Assets
Market Value of Assets 4,901
Total Value of Assets 4,901
Surplus (Deficit) 289
Funding Level 106%

The remedy to resolve the McCloud case was yet to be formalised in regulations at
the time of the 2022 valuation. Therefore, an allowance was included for this
expected benefit change at the 2022 valuation, as directed by the Department of
Levelling Up, Housing and Communities in their letter dated March 2022.
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APPENDIX 3 — Asset Mix and Rebalancing

The Fund operates four investment strategies. Each strategy has a target allocation
to the underlying Growth, Enhanced Yield (EY) and Protection asset portfolios as
outlined in the table below.

Appendix 3 — Table 1

_ Strategy 1 Strategy 2 Strategy 3 Strategy 4

Growth portfolio 47.5% 62.0% 0.0% 32.5%
EY portfolio 47.5% 34.0% 10.0% 57.5%
Protection portfolio 5.0% 4.0% 90.0% 10.0%
Total 100.0% 100.0% 100.0% 100.0%

The target asset allocations within each of the asset portfolios is outlined in the tables
below.

Appendix 3 — Table 2: Growth asset portfolio allocation

Asset class ‘ % of Growth Portfolio
UK equities 12.0

Global developed market equities* 69.5
Emerging market equities™ 6.0

Private equity 12.5

Total Growth Assets 100.0

* The Fund has a dynamic currency hedging programme in place with Berenberg Bank and
Insight to hedge the Euro, US Dollar and Japanese Yen denominated positions within the
portfolios of Fidelity, Mondrian and Capital. The benchmark hedge ratio (the proportion
hedged to Sterling) is 0%.
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Appendix 3 — Table 3: Enhanced Yield asset portfolio allocation

Asset class % of Enhanced Yield Portfolio

Property 25.0
Infrastructure 20.0
Timberland 5.0
Investment grade credit 10.0
Multi-asset credit 17.0
Distressed debt 0.0 (in run off)
Real estate debt 3.0
Direct lending 7.0
Liquid Credit — Other* 11.0
Specialist Credit (Credit opportunities) 2.0
Total Enhanced Yield Assets 100.0

*Includes Capital GHIO and Insight Secured Finance holdings

Appendix 3 — Table 4: Protection asset portfolio allocation

Asset class % of Protection Portfolio

Gilts 50.0
Index-linked gilts 50.0
Total Protection Assets 100.0
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Rebalancing

Table 1 above provides detail on the strategic benchmark for each investment strategy, for
which the Committee considers has the appropriate risk and reward characteristics for each
employer grouping. Tables 2, 3 and 4 above provide detail on the strategic benchmark for
each portfolio. The Committee has appointed a portfolio of investment managers to provide
exposure to the asset classes in the strategic benchmark. The managers are expected to
provide the market return (beta) for the asset classes in their mandates plus (for the actively
managed mandates) additional returns from the active management (alpha).Over time the
differential relative performance of the asset classes and managers will mean that asset
allocations (both at a strategic and portfolio level) deviate from the strategic targets and the
amount of money invested with each manager deviates from their target proportion of the
Fund. Deviations from the targets result in tracking error, which is undesirable. Therefore,
rebalancing is required to tighten the distribution of returns around the expected return from
each investment strategy.

Rebalancing entails portfolio transactions, so the benefit has to be weighed against the
costs incurred, both in trading and indirectly in the market. Ahead of any rebalancing,
Officers will consider a range of factors including, but not limited to the following:

. the materiality of under and overweight positions;

. any asset transitions that are already scheduled;

. market conditions at the time of rebalancing;

. market views on the relative attractiveness of different asset classes;
. liquidity and transaction costs; and

. the confidence of the Committee in the managers’ ability to meet performance targets,
informed by manager ratings provided by the Fund'’s investment adviser.

The Committee recognises that rebalancing can be costly or operationally challenging for
illiquid assets (which, for the Fund, are typically in closed-ended structures). As such, focus
is on assets that are readily tradable during typical market conditions, for example listed
equity and credit, as well as government bonds. For these asset classes, Officers aim to
ensure they remain within a range of +/-2% of their target allocations over the long-term.
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APPENDIX 4 — Appointed Managers and Cash Management Strategy

Kinds of Investments held by Each Manager

Manager Index-linked Infra-
Overseas Overseas Overseas structure

Janus Henderson Fixed Interest (Credit) v

Janus Henderson Fixed Interest (Gilts and index link) v

Insight Fixed Interest (Gilts and index link) 4

Capital Fixed Interest (Multi-asset credit) See note on Multi-Credit Fixed Interest Mandates

Janus Henderson (via pool)

Fixed Interest (Multi-asset credit)

See note on Multi-Credit Fixed Interest Mandates

Insight

Fixed Interest (Multi-asset credit)

See note on Multi-Credit Fixed Interest Mandates

M&G

Fixed Interest (Multi-asset credit)

See note on Multi-Credit Fixed Interest Mandates

Columbia Threadneedle (via Pool) | Emerging Markets Equity v
Baillie Gifford (via Pool) UK Equity
Baillie Gifford (via Pool) Global Equity[1] v
Fidelity (via Pool) Overseas Equity v
Capital (via Pool) Global Equity v
Mondrian (via Pool) Global Equity v
La Salle Property®?
M&G Distressed Debt/Real Estate Debt/ .

Spedialist See note on Specialist Mandates
JP Morgan Infrastructure 4
Equitix Infrastructure v
Aviva Infrastructure v
Pantheon Infrastructure v
M&G Infrastructure v
Stafford Timberland
HarbourVest Direct Lending
Pantheon Direct Lending

[1] Baille Gifford Global Paris-Aligned Equity

[2] La Salle has the discretion to invest up to 30% of the property allocation in overseas property funds.
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Private Equity
The Fund has a 12.5% target allocation to Private Equity in the Growth Portfolio. Diversification is achieved through geography, stages (venture and buyout) and a mix
of primary and secondary allocations. Two Private Equity funds of funds mangers have been appointed:

1 Abrdn (formerly Aberdeen Standard Investments) (European and secondary fund of funds)
2 HarbourVest (North American, European and Asia Pacific including specialist secondary, Clean-Tech, debt and real asset funds)

It is a characteristic of the asset class that committed funds are drawn down by the managers over time to achieve time diversification within the overall investment. The
Fund will continue to make follow on investments to new funds with these managers (subject to suitable due diligence) to maintain its allocation and an appropriate time
(vintage year) diversification. The Fund will not commit more than 2% of its value to any individual private equity partnership.

Fixed Interest Mandates

Multi-Credit

Janus Henderson, M&G, Insight and Capital have been appointed to run multi-asset credit mandates against a cash benchmark. All managers use pooled vehicles to
target the required benchmark. The pooled vehicles invest in a wide range of bonds and financial instruments both in the UK and globally.

Specialist
M&G have been appointed to run three specialist mandates for the Fund ranging across distressed debt (now in run-off), real estate debt and specialist credit. M&G use
closed-ended funds which invest in UK and global markets (predominately European).

Direct Lending

HarbourVest have been appointed to run a direct lending mandate within the Fund’s Enhanced Yield Portfolio. The mandate provides exposure, through closed-ended
vehicles, to senior credit investments, primarily focussed on US middle market companies. The mandate provides quarterly income distributions and targets 8-10% pa.
net returns.
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Benchmark Information

The table below provides details of the target allocation for each Manager.

Norfolk Pension Fund — Investment Strategy Statement

Growth portfolio* (approximate allocations — may not sum to 100% due to rounding and cash allocations)

Baillie Baillie Gifford Columbia Fidelity Capital | Mondrian | Aberdeen | Harbour
Gifford (UK) Threadneedle Standard Vest
(GAPA)

Proportion of the

growth portfolio 8.0 12 6.0 31.0 18.5 12.0 5.0 7.5

%

UK Equities 2.0 100.0

Global Equities 86.4 90.0 100.0 100.0

Emerging Equities 10.2 100.0 10.0

Private Equity 100.0 100.0

* The Fund has a dynamic currency hedging programme in place with Berenberg Bank and Insight to hedge the Euro, US Dollar and

Japanese Yen denominated positions within the portfolios of Fidelity, Mondrian and Capital. The currency managers are tasked to produce
an outcome superior to the fixed hedge, with a particular emphasis on protecting the Fund in periods of drawdown (sterling weakness). At
31 March 2024, the benchmark currency hedge ratio was 0%.

Enhanced yield portfolio targets

JP Morgan Equitix Pantheon M&G Stafford
Property Infrastructure Infrastructure Infrastructure Infracapital | Timberland
Proportion of the EY portfolio % 25.0 10.0 5.0 2.5 2.5 5.0
Property 100.0
Infrastructure 100.0 100.0 100.0 100.0
Timberland 100.0
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Henderson | Henderson Vest
Corporate Distressed | Real Estate | Specialist Direct ‘ Direct
bonds Debt Debt Credit Lending | Lending
. . 0.0 (inrun 3.5 3.5
Proportion of the EY portfolio % 10.0 8.5 6.0 5.0 8.5 off) 3.0 2.0
Investment grade corporate bonds 100.0
Distressed debt 100.0
Multi-asset credit 100.0 100.0
Secured finance 100.0
High yield debt 50.0
Emerging market debt 50.0
Real estate debt 100.0
Specialist credit 100.0
Direct lending 100.0 100.0
Protection portfolio
‘ Janus Henderson ‘ Insight!
Proportion of the protection portfolio % 100.0 0.0
UK Government gilts 50.0 50.0
UK Government index-linked 50.0 50.0

[ There is no formal target allocation to Insight's bond mandate, and this is due to be terminated in Q1 2024 . At 30 September 2023, ¢.28%
of the protection portfolio was managed by Insight (c.72% with Janus Henderson).
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Performance Objectives and Fee Arrangements

Aviva

Baillie Gifford GAPA (ACCESS)

Baillie Gifford UK Equity
(ACCESS)

Berenberg Bank and Insight
Investment

Capital International (ACCESS)

Capital International
(Multi-Asset Credit)

Equitix

Fidelity (ACCESS)

HarbourVest (Direct Lending)

Insight (Government Bonds)

Janus Henderson
(Non-Government Bonds)

Janus Henderson (Government
Bonds)

Janus Henderson
(Multi Asset Credit)

Internal Rate of Return of 7-8% p.a. (net of fees)
Flat rate fees

Benchmark Return + 2%p.a. net of fees over rolling five-
year periods
Flat rate fees

Outperform benchmark, net of fees, over 5 year rolling
periods
Flat rate fees

To produce an outcome (net of fees) superior to a fixed
hedge ratio

Benchmark Return + 1.5% p.a. )net of fees)
Flat rate fees plus performance related element

Outperform a blended benchmark (c.50% High Yield Debt,
50% Emerging Market Debt) by +1.5%
Flat rate fees

Interest in Fund Partnerships of 8.5% pa (net of fees)
Flat rate fees plus a performance related element

Benchmark Return + 1.5% p.a. net of fees over a rolling 5
year rolling period
Flat rate fees

Internal Rate of Return of 8-10% p.a. (net of fees)
Flat rate fees

No performance objective as passively managed
No fees

Benchmark Return + 1.4% p.a. gross of fees on rolling 3
year basis
Flat rate fees plus performance related element

Benchmark Return + 1.4% p.a. gross of fees on rolling 3
year basis
Flat rate fees plus performance related element

Generate total return in excess of SONIA by 3.7% over
any 5-year investment horizon after deduction of all costs
and charges

Flat rate fees
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JP Morgan

La Salle

M&G
(Absolute Return — Alpha
Opportunities)

M&G (Absolute Return —
Sustainable Alpha
Opportunities)

M&G (Distressed Debt)

M&G (Real Estate Debt)

M&G (Specialist Credit)

M&G (Infracapital)

Mondrian (ACCESS)

Pantheon (Infrastructure)

Stafford

Pantheon (Direct Lending)

Norfolk Pension Fund — Investment Strategy Statement

8-12% net IRR p.a. over medium term
Flat rate fees plus performance related element

Benchmark Return + 0.75% p.a. net of fees
Flat rate fees

Benchmark return +3-5% p.a. gross of fees
Flat rate fees

Sonia +3-5% gross p.a. over a rolling 5 year period, while
applying ESG Criteria and Sustainability Criteria
Flat rate fees

Internal Rate of Return of 15% p.a. (gross of fees)
Flat rate fees. Zero fees for DOF Il

Benchmark + 4-5.5% gross discount margin p.a. (net of
fees)
Flat rate fees plus performance related element

Benchmark Return + 8-10% p.a. net of fees
Flat rate fees plus performance related element

Internal Rate of Return of mid-teens (gross of fees)
Flat rate fees

Outperform benchmark, net of fees, over 5 year rolling
periods
Flat rate fees

Internal Rate of Return of 10-12% p.a. (net of fees)
Flat rate fees

Internal Rate of Return of 8.0% p.a. (net of fees)
Flat rate fees

Internal Rate of Return of 8-10% p.a. (net of fees)
Flat rate fees
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Benchmark Indices

Growth portfolio

Baillie Gifford MSCI ACWI

(GAPA)

Baillie Gifford (UK MSCI UK IMI GR Index

Equity)

Fidelity MSCI North America, MSCI Europe ex United Kingdom, MSCI Japan, MSCI AC Asia Pacific ex Japan, MSCI Emerging Markets
Capital MSCI ACWI

Mondrian MSCI ACWI

Aberdeen Standard FTSE AWD Europe

Harbourvest FTSE US Index, FTSE Developed Asia Pacific Ex.Japan Index and FTSE AWD Europe

30|Page



Norfolk Pension Fund — Investment Strategy Statement

Enhanced yield portfolio

La Salle MSCI/AREF All Balanced Property

Janus Henderson (Corporate bonds) iBoxx Sterling Non-Gilts >15 years TR index

Janus Henderson (MAC) Cash

Capital 50% Bloomberg US HY (2%), 20% JPM EMBI, 20% JPM GBI-EM Global Div, 10% JPM CEMBI Broad Div
Insight Cash

M&G Multi-asset credit Cash

M&G Distressed debt N/A

M&G Real estate debt Cash

M&G Specialist credit Cash (SONIA/Euribor)

Harbourvest Direct lending Cash

Protection portfolio

|

Janus Henderson FTSE-A UK Government All Stocks Index, FTSE-A Index Linked >5years Index
Insight FTSE-A UK Government All Stocks Index, FTSE-A Index Linked >5years Index

31|Page



Norfolk Pension Fund — Investment Strategy Statement

Pension Fund Cash Management Strategy

The Cash Management Strategy for the Fund is approved annually by the Pensions
Committee.

There are two aspects to cash management within the Fund:

e The cash held on the Pension Fund bank account that is managed using a range of
term and overnight deposits by the Norfolk County Council (NCC) treasury team.

e The “frictional” cash held on managers’ accounts within the Northern Trust custody
system. This arises for timing reasons on income, sales and purchases or as a more
strategic decision (within mandate limits) taken by the manager.

The management of cash by the NCC treasury team is undertaken in accordance with the
treasury management strategy approved by Norfolk County Council, including specified
counterparties and maximum individual exposure limits. The arrangement is under-pinned by
a formal Service Level Agreement (SLA) between the Pension Fund and Norfolk County
Council.

The NCC team may manage the cash using a range of overnight, term deposits, call accounts
and money market funds. The cash balances and returns attributable to the Fund are recorded
separately from those of NCC or the other organisations for which the team undertakes
treasury management activities.

There are three options for frictional cash held by managers:

e Each manager has the option of managing the cash as part of their own treasury
management operations, using the counterparty list and lending limits provided by the
NCC treasury team. The deals undertaken are monitored for yield comparison and
compliance with the NCC counterparty list by the Pension Fund Accounting Team on
a monthly basis.

e The manager may opt to sweep the cash to an agreed money market fund. Any fund
used in this way must be available for Pension Fund purposes on the NCC approved
list (and if appropriate, identified for Pension Fund use only).

e For all other US Dollar and Sterling denominated cash holdings within the Northern
Trust custody system, an overnight sweep is undertaken by the custodian into AAA
rated constant NAV (net asset value) money-market funds (US Dollar and Sterling
denominated).
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APPENDIX 5 — Environmental, Social and Governance Engagement
Policy

Fund Policy

The Fund has an overriding fiduciary duty to maximise investment returns for
the benefit of the pension fund members. We consider proactive engagement
with the companies in which we invest to be the most effective means of
understanding and influencing the social, environmental and business policies
of those companies. We therefore expect our investment managers to actively
engage with the top management of the companies they invest in. Investment
managers regularly attend Committee meetings, with engagement, where
appropriate, forming part of the agenda.

The Fund maintains membership of the Local Authority Pension Fund Forum
(LAPFF) and supports and participates in its engagement activities on behalf of
member funds.

Environmental factors are of particular concern as climate change, the cost of
pollution clean-ups and opportunities related to green technology and services
can be directly linked to long term investment returns. The risks and
opportunities from exposure to climate change and fossil fuels should be
assessed on an on-going basis.

As part of their Environmental, Social and Governance (ESG) considerations,
the Pension Fund’s Investment Managers should review investee companies’
approaches to employee rights, including, but not limited to, employee safety,
working conditions, working hours and pay (including where appropriate the UK
Living Wage campaign as detailed below). They should constructively engage
with companies where they believe there is room for improvement. This should
be done on a global basis and reported on at least six monthly.

The Fund has made Investment Managers aware of its consideration of the
Living Wage Campaign. Where appropriate, Managers may consider employee
compensation and minimum wages as part of their ESG analysis on companies
and on a discretionary basis engage with companies to the extent that these
issues have a material impact on business operations and where engagement
is judged to be in the best interest of the Fund.

Application
The Fund expects companies to:
° Demonstrate a positive response to all matters of social responsibility.

o Take environmental matters seriously and produce an environmental
policy on how their impact can be minimised.

° Monitor risks and opportunities associated with climate change and take
all reasonable and practical steps to reduce environmental damage.
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o Make regular and detailed reports of progress on environmental issues
available to shareholders.

o Openly discuss the environmental impacts of their business with investors.

o Establish procedures that will incrementally reduce their environmental
impact.

o Comply with all environmental and other relevant legislation and seek to
anticipate future legislative requirements, for example the Taskforce on
Climate-related Financial Disclosures (TCFD).

Monitoring the Engagement Process

All the fund managers have robust statements which detail the principles by
which they invest in and engage with companies. The fund managers carry out
engagement as a matter of course and report progress to us on a quarterly
basis.

Managers engage on behalf of all their clients, not just the Norfolk Fund and
therefore the Fund will monitor engagement and encourage fund managers to
engage on the issues that we consider of primary importance.

1. The Fund will receive regular updates from its managers to understand the
issues on which they are engaging and to reassure ourselves of the
robustness of their questioning.

2.  The Fund will participate in the LAPFF to leverage engagement with other
LGPS funds.

The Fund expects its external investment managers to sign up and comply with
the Financial Reporting Council’s Stewardship Code. If they are not signed up,
there should be a clear response as to why not.

Voting Policy

Voting is undertaken in accordance with the ACCESS Pool voting policy.
Climate Risk Monitoring

The Committee receives six-monthly reporting of climate risk metrics for its
public equity holdings. These are used to monitor risk exposures and as a

source of engagement and discussion with the individual investment managers.
A bi-annual summary of this monitoring is published by the Fund.
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APPENDIX 6 — Level of Compliance with the 6 Principles of Good Investment Practice

Description of Principle

Effective Decision Making

Administering authorities should ensure
that:

» Decisions are taken by persons or
organisations with the skills,
knowledge, advice and resources
necessary to make them effectively
and monitor their implementation;

and

» Those persons or organisations have
sufficient expertise to be able to
evaluate and challenge the advice
they receive, and manage conflicts of
interest.

Norfolk’s position

Our compliance
Norfolk County Council has delegated its pension functions to Pensions
Committee. Pensions Committee act as ‘quasi trustees’.

» Regular training is arranged for Committee.

» Long term membership is encouraged, which allows all members
to become familiar with investment issues.

» Substitute Members are not permitted.

» Conflicts of interest are actively managed.

Pensions Committee have delegated day to day running of the Fund to the
Head of Finance. Pensions Committee are supported by the Head of
Finance, the Head of Pensions and the pension team on investment and
administration issues.

Pensions Committee and Norfolk Pension Fund officers involved in
investment decisions commission advice as and when required. Hymans
Robertson are our current Investment Advisors.

Norfolk Pension Fund Committee Members and Officers are supported in
developing and maintaining their knowledge and qualifications.

Pension Fund investment officers hold relevant financial qualifications and
maintain appropriate ongoing professional development (CPD).

The Norfolk Pension Fund’s Governance Statement is published on our
website www.norfolkpensionfund.org.uk

The Norfolk Pension Fund is a member of CIPFA’s Pensions Network.

Further development opportunity

Use the CIPFA Knowledge and Understanding
Framework to identify additional training needs
for Members and Officers

Consider sponsoring Officers to achieve further
professional qualifications.

Clear Objectives

» An overall investment objective(s)
should be set for the fund that takes
account of the scheme’s liabilities,

Our Compliance

The Funding Strategy Statement (FSS) and the Investment Strategy
Statement (ISS) set out the Norfolk Pension Funds primary funding
objectives.
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the potential impact on local tax
payers, the strength of the covenant
for non-local authority employers, and
the attitude to risk of both the
administering authority and scheme
employers, and these should be
clearly communicated to advisors and
investment managers.
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The Fund, in accordance with regulatory requirements, has an objective of
keeping the employers’ contribution rate as stable as possible while
maintaining its solvency. This is achieved by regular actuarial valuations
and Asset Liability Modelling.

Investment Managers contracts or mandates define the objectives,
including targets based on ‘customised’ and ‘bespoke’ benchmarks and risk
parameters.

The Fund’s policy on Risk is set out in its Investment Strategy Statement
(ISS). (Section 4 gives more details of our Risk Management strategy).

The Funding Strategy Statement (FSS) and the Investment Strategy
Statement (ISS) are published on our website
www.norfolkpensionfund.org.uk

During inter-valuation years, interim valuation of liabilities are undertaken
to monitor our liability and asset match.

Risk and Liabilities

»

In setting and reviewing their
investment strategy, administering
authorities should take account of the
form and structure of liabilities.

These include the implications for
local taxpayers, the strength of the
covenant for participating employers,
the risk of their default and longevity
risk.

Our Compliance

The Triennial Valuation exercise looks in detail at each participating
employer’s liability and is used to inform the setting of employers’
contribution rates, as well as informing the investment strategy and
objectives of the Fund.

We also monitor via interim valuations.

The Fund undertakes an Asset Liability Modelling (ALM) exercise every
three years, following the Triennial Valuation. Any appointment made
between the ALM exercise is re-evaluated in terms of risk and
appropriateness prior to the procurement process proceeding.

The strength of the covenant of participating employers is also considered
as part of the exercise establishing contribution rates.

The Fund also participates in Club Vita to help manage and monitor
longevity experience.
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Norfolk’s position

New Admission Agreements are not granted without the presence of a tax
backed guarantor.

A risk register is monitored monthly and maintained. Pensions Committee
review the Risk Register every 6 months.

Regular internal audit on the adequacy and effectiveness of risk
management and internal control is undertaken and outcomes reported to
the Pensions Committee.

The Annual Report and Accounts of the Norfolk Pension Fund are subject
to a separate external audit and an independent audit opinion is given.

Further development opportunity

Performance Assessment

» Arrangements should be in place for
the formal measurement of
performance of the investments,
investment managers and advisors.

» Administering Authorities should also
periodically make a formal
assessment of their own
effectiveness as a decision making
body and report on this to scheme
members.

Our Compliance

Investment Managers are measured against their targets, which in turn are
based on the Fund’s bespoke benchmarks. Performance is also monitored
annually against the peer group.

Market testing of providers is undertaken when appropriate. This includes
the use of specialist advisors to undertake reviews, e.g. Custodian

The Head of Pensions and the investment team formally meet Investment
Managers twice a year to discuss performance, and additionally as
required.

The aim is for each Investment Manager to report in person to the
Committee at least once a year.

The Fund maintains a Governance Statement which is available from the
Funds website www.norfolkpensionfund.org.uk The Fund also publishes an
annual governance compliance statement, which is included within the
Annual Report.

Pensions Committee attendance and training is monitored and reviewed on
a quarterly basis.

The CIPFA Knowledge and Understanding
Framework will be used identify additional
training needs for Members and Officers.

Further develop Committee’s Terms of Reference
to strengthen the monitoring of decision making
and performance.
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All active and deferred scheme members receive the ‘Your Pension’
publication along with their Annual Benefit Statements which includes
information on the Funds activity and a summary of the accounts; all retired
members receive an annual newsletter with information on Fund
developments and a summary of the accounts.

The Fund produces a detailed annual report covering all aspects of its
performance which is published on the website
www.norfolkpensionfund.org.uk

Responsible Ownership
Administering authorities should:

» adopt, or ensure their investment
managers adopt the Institutional
Shareholders’ Committee Statement
of Principles on the responsibilities of
shareholders and agents

» include a statement of their policy on
responsible ownership in the
Investment Strategy Statement (ISS)

» report periodically to scheme
members on the discharge of such
responsibilities.

Our compliance

The Norfolk Pension Fund monitors Fund Manager adoption of the
Institutional Shareholders’ Committee Statement of Principles on the
responsibilities of shareholders and agents.

The Norfolk Pension Funds’ Investment Strategy Statement (ISS) (available
from the Funds website at www.norfolkpensionfund.org.uk sets out its
policy with regard to corporate governance and socially responsible
investment.

The Norfolk Pension Fund is member of the Marche investment interests of
local authority pension funds, and to maximise their influence as
shareholders whilst promoting corporate social responsibility and high
standards of corporate governance amongst the companies in which they
invest.

The voting activity in respect of the Pension Fund investments is reported
to Pensions Committee twice a year. Pensions Committee papers are
available on the Norfolk County Council website.

The Fund has introduced twice yearly climate risk monitoring of its public
equity portfolios. The summary of this analysis is published on our website.

. Working within ACCESS to further develop its
voting and ESG policy.
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Managers have policies on responsible investment which include the issues
on which they engage, and there are links to these from our website:
www.norfolkpensionfund.org.uk

Engagement monitoring is reported to the Pensions Committee twice a
year, at the same time as our voting activity.

6 Transparency and Reporting Our compliance
Administering Authorities should: The Norfolk Pension Fund maintains a Communication Strategy, which is
. subject to regular review and monitoring. The Communication Strategy sets
> Actin a transparent manner, out how the Fund communicates with all stakeholders of the Fund.

communicating with stakeholders on
issues relating to their management The Fund’s Investment Strategy Statement (ISS), Funding Strategy

of investment, its governance and Statement (FSS) and the Annual Report and Accounts (which includes a
risks, including performance against | review of investment results) are published on our website,
stated objectives. www.norfolkpensionfund.org.uk along with the Communications Strategy,

: L Governance Statement and Voting Record.
» Provide regular communication to

scheme members in the form they The Fund has a well-established Employers Forum, supported by
consider most appropriate. newsletters and targeted training and support. Scheme members (active
and deferred) receive an annual newsletter and invitation to the Funds’
annual meeting and Clinics together with their Annual Benefit Statement.
Retired Members receive an annual newsletter and an invitation to Retired
Members week events.

The Fund actively manages risks. Pensions Committee review the risk
register on a regular basis.

Pensions Committee meetings are open to the public, and agendas, papers
and minutes are available on Norfolk County Councils website,
www.norfolk.gov.uk
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Glossary of Terms in Investment Management

Active Management

A style of investment management which seeks to provide outperformance of a relevant
benchmark through either asset allocation, market timing or stock selection (or a combination
of these). Directly contrasted with index-tracking (sometimes referred to as passive
management).

Actuary

An independent consultant who carries out the Actuarial Valuation and advises on all actuarial-
related matters, for example changes to the benefit structure, employer contribution rates, etc.

Actuarial Value of Assets

The value placed on the assets by the actuary. This may be market value, present value of
estimated income and proceeds of sales or redemptions, or some other value.

Asset Allocation

The apportionment of a Fund’s assets between asset classes and/or markets (also see “bet”).
Asset allocation is typically set on strategic i.e. long-term, basis. Some Funds may also make
tactical asset allocation decisions, i.e. on a short-term basis, aiming to take advantage of
relative market movements.

Asset Classes

A specific category of assets or investments, such as equities, bonds, cash-like instruments,
and real estate. Assets within the same class generally exhibit broadly similar characteristics,
behave relatively similarly in the marketplace, and are subject to the same laws and
regulations.

Asset / Liability Modelling

A statistical tool designed to help establish the most appropriate asset mix for a pension fund,
in the context of its liabilities.

Benchmark

A “notional” fund or model portfolio which is developed or selected to provide a standard
against which a manager’s performance is measured e.g. for a global equity fund the
benchmark against which it will be measured could be the MSCI World Index. A target return
is generally expressed as some margin over the benchmark over a specified period (for
example “over a 5-year rolling period”).
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Bond

A certificate of debt, paying a fixed rate of interest, issued by companies, governments or
government agencies.

Corporate Bond
A debt security issued by a corporation, as opposed to those issued by the government.
Equity ownership rights

Shareholders’ right to vote on issues relating to the governance of publicly quoted companies
(usually at the AGM).

Corporate governance

The system or rules, processes and practices through which companies are controlled and
directed.

Custody/Custodian

Safe-keeping of securities by a financial institution. The custodian keeps a register of holdings
and will collect income and distribute monies according to client instructions.

Diversification

The spreading of investments among different asset classes, markets and geographical areas
in order to reduce risk — not “putting all your eggs in one basket”.

Equities

Shares in U.K. and overseas companies.

Fixed Interest Security

An investment that provides a return in the form of fixed periodic payments and eventual return
of principle at maturity. Unlike a variable-income security, where payments change based on
some underlying measure, such as short-term interest rates, fixed-income securities payments
are known in advance.

FTSE

A company that specialises in index calculation. Although not part of a stock exchange, co-
owners include the London Stock Exchange and the Financial Times. They are best known

for the FTSE 100, an index of the top 100 UK companies (ranked by size, i.e. market
capitalisation).
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Hedging

A strategy which aims to eliminate the possibility of loss in an investment transaction, or reduce
the materiality of losses incurred. Often used in the context of overseas investments to
eliminate any potential currency loss (or profit).

Index-Linked Securities

U.K. Government bonds on which the interest, and eventual repayment of the loan, are based
on movements in the Retail Price Index (from February 2030, this will be based on the data
and methods of an alternative index, CPIH — a variant of the Consumer Prices Index including
owner-occupiers’ housing costs).

Infrastructure

Investments in new or existing companies and enterprises that are needed for the operation
of society. This covers a broad range of opportunities, for example transport, energy transition,
digitalisation.

Investment Advisor

A professionally qualified individual or company whose provides objective, impartial
investment advice to companies, pension funds or individuals, for a stated fee.

Objectives

Objectives for a pension fund may be expressed in several ways — in terms of performance
against the “average”, against a specified benchmark or as a target real rate of return. For
example, a reasonable objective for a UK equity fund might be to outperform the FTSE All
Share for UK equities by 1% per annum over rolling 3-year periods.

Passive Management

The management of an asset portfolio to replicate as closely as possible the return on a
specified index. This may also be referred to as index tracking.

Performance

A measure, usually expressed in percentage terms, of how well a fund has done over a
particular time period — either in absolute terms or as measured against a particular
benchmark.

Pooled Fund

A fund managed by a fund manager in which a range of investors hold units. Stocks, bonds,

properties etc. are not held directly by each client, but as part of a “pool”. Contrasts with a
segregated fund.
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Private Equity

Investments in new or existing companies and enterprises which are not publicly traded on a
recognised stock exchange.

Rebalancing
The process of realigning the weightings of the portfolio of the Fund’s assets.
Risk

Generally taken to mean the variability of returns. Investments with greater risk typically
require higher expected returns than more “stable” investments before investors will buy them.

Scrip Dividend
A dividend paid in the form of additional shares rather than cash.
Share Blocking

In certain overseas stock markets there are restrictions on dealing shares around meetings
which the holder has exercised the associated voting rights.

Share Buy-back

The buying back of outstanding shares (repurchase) by a company in order to reduce the
number of shares on the market. Companies will buy-back shares either to increase the value
of shares still available (reducing supply), or to eliminate any threats by shareholders who may
be looking for a controlling stake.

Socially Responsible Investment (SRI)

Investment where social, environmental or ethical considerations are taken into account in the
selection, retention and realisation of investment, and the responsible use of rights (such as
voting rights) attaching to investments.

Spot Market Conditions

The “cash market” or “physical market”, where prices are settled in cash on the spot at current
market prices, as opposed to forward prices.

Stock-lending
The temporary transfer of securities to a borrower, with agreement by the borrower to return

equivalent securities at a pre-agreed time. The returns on the underlying portfolio is increased
by receiving a fee for making the investments available to the borrower.
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NORFOLK PENSION FUND

1 Welcome to Norfolk Pension Fund’s funding strategy
statement

This document sets out the funding strategy statement (FSS) for Norfolk Pension Fund.

The Norfolk Pension Fund is administered by Norfolk County Council, known as the administering authority.
Norfolk County Council worked with the fund’s actuary, Hymans Robertson, to prepare this FSS which is
effective from 31 March 2023.

There’s a regulatory requirement for Norfolk County Council to prepare an FSS. You can find out more about
the regulatory framework in Appendix A. If you have any queries about the FSS, contact
alexander.younger@norfolk.gov.uk

1.1  What is the Norfolk Pension Fund?
The Norfolk Pension Fund is part of the Local Government Pension Scheme (LGPS). You can find more
information about the LGPS at www.lgpsmember.org. The administering authority runs the fund on behalf of
participating employers, their employees, and current and future pensioners. You can find out more about roles
and responsibilities in Appendix B.

1.2 What are the funding strategy objectives?
The funding strategy objectives are to:

o take a prudent long-term view to secure the regulatory requirement for long-term solvency, with sufficient
funds to pay benefits to members and their dependants

e use a balanced investment strategy to meet the regulatory requirement for long-term cost efficiency (where
efficiency in this context means to minimise cash contributions from employers in the long term)

e where appropriate, ensure stable employer contribution rates

o reflect different employers’ characteristics to set their contribution rates, using a transparent funding strategy
e use reasonable measures to reduce the risk of an employer defaulting on its pension obligations

e manage the fund in line with the stated ESG policies..

1.3  Who is the FSS for?

The FSS is mainly for employers participating in the fund because it sets out how money will be collected from
them to meet the fund’s obligations to pay members’ benefits.

Different types of employers participate in the fund:

Scheduled bodies

Employers who are specified in a schedule to the LGPS regulations, including councils, academies, and
further education establishments. Scheduled bodies must give employees access to the LGPS if they
can’t accrue benefits in another pension scheme, such as another public service pension scheme.

Designating employers

Employers like town and parish councils can join the LGPS through a resolution. If a resolution is
passed, the fund can’t refuse entry.
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Admission bodies

Other employers can join through an admission agreement. The fund can set participation criteria for
them and can refuse entry if the requirements aren’t met. This type of employer includes contractors
providing outsourced services like cleaning or catering to a scheduled body.

Some existing employers may be referred to as community admission bodies (CABs). CABs are employers
with a community of interest with another scheme employer. Others may be called transferee admission
bodies (TABs), that provide services for scheme employers under a contract for services. These terms aren’t
defined under current regulations but remain in common use from previous regulations.

1.4 How does the funding strategy link to the investment strategy?
The funding strategy sets out how money will be collected from employers to meet the fund’s obligations.
Contributions, assets, and other income are then invested according to an investment strategy set by the
administering authority. You can find the investment strategy detailed in the Investment Strategy Statement
available from www.norfolkpensionfund.org.

The funding and investment strategies are closely linked. The fund must be able to pay benefits when they are
due — those payments are met from a combination of contributions (through the funding strategy) and asset
returns and income (through the investment strategy). If investment returns or income fall short the fund won’t
be able to pay benefits, so higher contributions would be required from employers.

1.5 Does the funding strategy reflect the investment strategy?

The funding policy is consistent with the investment strategy. Future investment return expectations are set with
reference to the investment strategy, including a margin for prudence which is consistent with the regulatory
requirement that funds take a ‘prudent longer-term view’ of funding liabilities (see Appendix A)

1.6 How is the funding strategy specific to the Norfolk Pension Fund?
The funding strategy reflects the specific characteristics of the fund employers and its own investment strategy.
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2 How does the fund calculate employer contributions?

2.1 Calculating contribution rates
Employee contribution rates are set by the LGPS regulations.

Employer contributions are made up of three elements:

. the primary contribution rate — contributions payable towards future benefits
. the secondary contribution rate — the difference between the primary rate and the total employer
contribution

The third element is an allowance for the fund’s expenses, and this is included in the primary rate.

The fund actuary uses a model to project each employer’s asset share over a range of future economic
scenarios. The contribution rate takes each employer’s assets into account as well as the projected benefits due
to their members. The value of the projected benefits is worked out using employer membership data and the
assumptions in Appendix D.

The total contribution rate for each employer is then based on:

° the funding target — how much money the fund aims to hold for each employer
° the time horizon — the time over which the employer aims to achieve the funding target
° the likelihood of success — the proportion of modelled scenarios where the funding target is met.

This approach allows for the maturing profile of the membership when setting employer contribution rates.

2.2 Prepayment of contributions
The fund permits the prepayment of employer contributions in specific circumstances. The fund’s policy on
prepayments is detailed in Appendix E.

Employee contributions
The fund will not consider requests to allow payment of employee contributions early.

Employer contributions
The fund will consider requests from employers to make payment of their employer contributions early.

Each case will be considered on its own merits, taking into account the type of the employer, the employer rate,
the amount, and the value of cash the fund holds.

Prepayment of contributions does not guarantee that the employer will benefit from earlier investment: the value
of the prepaid contributions can fall if investment returns are negative. The risks associated with prepayment
should be considered by the employer before any action is taken.

2.3 The contribution rate calculation
Table 1: contribution rate calculation for individual or pooled employers
The category of other designating bodies includes Town & Parish Councils and Internal Drainage Boards.
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Scheduled bodies

Part 1
employers
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Colleges

Part 2

employers

Sub-type Local Other Includes other  Open to new Closed to all
authorities, designating FE entrants new entrants
Academies bodies establishments
and Police
Funding Ongoing Ongoing Ongoing Ongoing, but Ongoing, but  Contractor exit
target* may move to may move to basis,
low risk exit low risk exit assuming
basis basis fixed-term
contract in the
fund
Minimum 75% 75% 75% 75% 75% 75%
likelihood of
success
Maximum 20 years 20 years 15 years** 15 years Average future Outstanding

time horizon

working contract term,
lifetime (or subject to 15

less if no years
guarantee) maximum

Primary rate

The contributions must be sufficient to meet the cost of benefits earned in the future with the required

approach likelihood of success at the end of the time horizon
Secondary Monetary Monetary Monetary Monetary Monetary Monetary
rate amount amount amount** amount or % amount amount
pay
Stabilised Yes Yes No** No No No
contribution
rate?
Treatment of Covered by stabilisation Reduction Preferred approach: Reduce
surplus arrangement permitted to contributions kept at primary contributions
primary rate** rate. Reductions may be to spread
permitted at the discretion of the surplus over
administering authority remaining
contract term
Phasing of Covered by stabilisation 3 year**s 3 years None None
contribution arrangement
changes

* Employers participating in the fund under a pass-through agreement will pay a contribution rate as agreed
between the contractor and letting authority
** The fund may review the approach for colleges, depending on the introduction of a guarantee by the

Education and Skills Funding Agency. If a guarantee is introduced, contributions for colleges will be set using a
maximum time horizon of 20 years and will be subject to a stabilisation arrangement
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A number of ceased employers continue to contribute to the fund through a post-cessation funding
arrangement. These employers, and any others in future if appropriate, will continue to be treated on an
individual basis at the discretion of the fund.

2.4 Making contribution rates stable
Making employer contribution rates reasonably stable is an important funding objective. If this isn’t appropriate,
contribution increases or decreases may be phased. The fund may adopt a stabilised approach to setting
contributions for individual employers, which keeps contribution variations within a pre-determined range from
year-to-year.

After taking advice from the fund actuary, the administering authority believes a stabilised approach is a prudent
longer-term strategy for some employers.

Table 2: current stabilisation arrangement

Type of employer Precepting Category 1 - Precepting Category 2 Precepting Category 3
includes levying bodies
and Academies

Maximum contribution +0.5% of pay +1.0% of pay +2.0% of pay
increase per year

Maximum contribution -0.5% of pay -0.5% of pay -1.0% of pay
decrease per year

Stabilisation criteria and limits are reviewed during the valuation process. The administering authority may
review them between valuations to respond to membership, covenant, or employer changes.

2.5 Reviewing contributions between valuations
The fund may amend contribution rates between formal valuations for a ‘significant change’ to the liabilities or
covenant of an employer, in line with its policy on contribution reviews. The fund’s policy is in Appendix J.

2.6 Whatis pooling?
The administering authority operates funding pools for similar types of employers. Contribution rates can be
volatile for smaller employers that are more sensitive to individual membership changes — pooling across a
group of employers minimises this. Employers in a pool maintain their individual funding positions, tracked by
the fund actuary. That means some employers may be better funded or more poorly funded than the pool
average. If pooled employers used stand-alone funding rather than pooling, their contribution rates could be
higher or lower than the pool rate.

In this type of pooling arrangement, individual employers do not target full funding at exit. While the fund
receives the contributions required from the pool as a whole, there is an increased risk that employers will be
entitled to a surplus payment on exit. Paying out this surplus to an exiting employer does leave the remaining
pooled employers in a worse position.

Pooled employers are identified in the rates and adjustments certificate and only have their pooled contributions
certified. Individual contribution rates aren’t calculated for pooled employers, unless agreed by the administering
authority.

If an employer leaves the fund, the required contributions are based on their own funding position rather than
the pool average. Cessation terms may also apply, which means higher contributions may be required at that
point.
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2.7 What are the current contribution pools?
e Councils — some of the main councils operate a pool, incorporating smaller related employers and certain
ceased contractor arrangements.

e Norfolk County Council Schools — the fund generally pools all maintained schools.
e Police pool - includes the Norfolk Chief Constable and the Norfolk Police & Crime Commissioner

¢ Internal Drainage Boards - sharing experience and smoothing the effects of costly but rare events like ill-
health retirement or deaths in service.

e Town & Parish Councils - sharing experience and smoothing the effects of costly but rare events like ill-
health retirement or deaths in service.

2.8 Administering authority discretion
Individual employers may be affected by circumstances not easily managed within the FSS rules and policies. If
this happens, the administering authority may adopt alternative funding approaches on a case-by-case basis.

Additionally, the administering authority may allow greater flexibility to the employer’s contributions if added
security is provided. Flexibility could include things like a reduced contribution rate to reflect a lower likelihood of
success or an extended time horizon, or permission to join a pool. Added security may include a suitable bond,
a legally binding guarantee from an appropriate third party, or security over an asset.

Employers entering into a bespoke agreement with the administering authority will be required to meet the
additional cost of this, which includes (but is not limited to) the actuarial fees incurred by the administering
authority.
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3 What additional contributions may be payable?

3.1 Pension costs — awarding additional pension and early retirement on non ill-health grounds

If an employer awards additional pension as an annual benefit amount, they must pay an additional contribution
to the fund. The amount is set by guidance issued by the Government Actuary’s Department and updated from
time to time.

If an employee retires before their normal retirement age on unreduced benefits, employers will be asked to pay
additional contributions called strain payments. Employers typically make strain payments as a single lump sum,
though strain payments may be spread if the administering authority agrees. Payments may be spread for up to
three years.

3.2 Pension costs — early retirement on ill-health grounds
If a member retires early because of ill-health, an additional funding strain will arise.

Strains are currently met by a fund-operated ill-health risk management solution which shares the strain cost
across all employers in the fund.

The administering authority’s approach to help manage ill-health early retirement costs was put in place from 1
April 2019. It was reviewed as part of the 2022 Valuation and is next due for review as part of the 2025
Valuation.
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4 How does the fund calculate assets and liabilities?

4.1 How are employer asset shares calculated?
The fund adopts a cashflow approach to track individual employer assets.

The fund uses Hymans Robertson’s HEAT system to track employer assets monthly. Each employer’s assets
from the previous month end are added to monthly cashflows paid in/out and investment returns to give a new
month-end asset value.

If an employee moves one from one employer to another within the fund, assets equal to the cash equivalent
transfer value (CETV) will move from the original employer to the receiving employer’s asset share.

Alternatively, if employees move when a new academy is formed, an outsourced contract begins or part of any
other contractual transfer, the fund actuary will calculate assets linked to the value of the liabilities transferring
(see section 5).

4.2 How are employer liabilities calculated?
The fund holds membership data for all active, deferred and pensioner members. Based on this data and the
assumptions in Appendix D, the fund actuary projects the expected benefits for all members into the future. This
is expressed as a single value — the liabilities — by allowing for expected future investment returns.

Each employer’s liabilities reflect the experience of their own employees and ex-employees.

4.3 What is a funding level?
An employer’s funding level is the ratio of the market value of asset share against liabilities. If this is less than
100%, the employer has a shortfall: the employer’s deficit. If it is more than 100%, the employer is in surplus.
The amount of deficit or surplus is the difference between the asset value and the liabilities value.

Funding levels and deficit/surplus values measure a particular point in time, based on a particular set of future
assumptions. While this measure is of interest, for most employers the main issue is the level of contributions
payable. The funding level does not directly drive contribution rates. See section 2 or further information on
rates.
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5 What happens when an employer joins the fund?

5.1  When can an employer join the fund?
Employers can join the fund if they are a new scheduled body or a new admission body. New designating
employers may also join the fund if they pass a designation to do so.

The fund will determine the assets and liabilities for a new employer. The calculation will depend on the type of
employer and the circumstances of joining.

The fund will also set a contribution rate. This will be set in the way described in section 2 unless alternative
arrangements apply (for example, the employer has agreed a pass-through arrangement).

The fund’s policy on new admission bodies, which includes details of pass-through arrangements, is detailed in
Appendix F.

5.2 New academies
New academies (including free schools) join the fund as separate scheduled employers. Only active members
of former maintained schools transfer to new academies. Free schools do not transfer active members from a
converting LEA school but must allow new active members to transfer in any eligible service.

Liabilities for transferring active members will be calculated (on the ongoing basis) by the fund actuary on the
day before conversion to an academy. Liabilities relating to the converting school’s former employees (i.e.,
members with deferred or pensioner status) remain with the ceding LEA.

New academies will be allocated an asset share based on the estimated funding level of the Norfolk Schools
pool active members, having first allocated the pool’s assets to fully fund their deferred and pensioner members.
This funding level will then be applied to the transferring liabilities to calculate the academy’s initial asset share,
capped at a maximum of 100%.

The schools pool’s estimated funding level will be based on market conditions on the day before conversion.
The fund treats new academies as separate employers in their own right, each responsible for their allocated
assets and liabilities. Their liabilities or share of assets won’t be pooled with other academies or free schools in
the fund.

If they are part of a MAT, the new academy can be combined with the other MAT academies for the purpose of
setting contributions. Otherwise, the fund’s default approach is for a new academy to pay contributions over the
period to 31 March 2026 at the same rate as the ceding council. Alternatively, a new academy can choose to
have their rate assessed using the funding strategy for existing academies (set out in section 2) and their own
transferring membership. The fund’s approach for new free schools is to pay the same rate as the Norfolk
Schools pool.

If an academy leaves one MAT and joins another, all active, deferred and pensioner members transfer to the
new MAT. Additional information about bulk transfers of staff relating to academies consolidating into a single
LGPS fund is also included in Appendix |

The fund’s policies on academies may change based on updates to guidance from the Department for Levelling
Up, Housing and Communities or the Department for Education. Any changes will be communicated and
reflected in future funding strategy statements.

The fund’s policy on academies and free schools is detailed in Appendix I.
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5.3 New admission bodies as a result of outsourcing services
New admission bodies usually join the fund because an existing employer (typically a scheduled body like a
council or academy) outsources a service to another organisation (a contractor). This involves TUPE transfers
of staff from the letting employer to the contractor. The contractor becomes a new participating fund employer
for the duration of the contract and transferring employees remain eligible for LGPS membership. At the end of
the contract, employees typically revert to the letting employer or a replacement contractor. Liabilities for
transferring active members will be calculated by the fund actuary on the day before the outsourcing occurs.

New contractors will be allocated an asset share equal to the value of the transferring liabilities. The admission
agreement may set a different initial asset allocation, depending on contract-specific circumstances. An
outsourcing employer has some flexibility when it comes to pension risk potentially taken on by the contractor
(e.g. to allow the contractor to offer LGPS membership to new employees working on the contract). You can find
more details on outsourcing options from the administering authority or in the contract admission agreement.

Where an academy is the letting employer, the fund’s policy is to require all new admission bodies to be set up
with a pass-through arrangement which is closed to new members. This is to ensure that the ‘DfE Academy
Trust LGPS Guarantee policy’ applies to the outsourcing. For all other letting employers, the fund’s policy is to
require all new admission bodies to be set up with a pass-through arrangement, which may be open or closed to
new members. The fund’s policy on pass-through agreements is included in Appendix F.

Additional information on outsourcing from an academy or free school is included in Appendix I.

5.4 Other new employers
There may be other circumstances that lead to a new admission or scheduled body entering the fund, e.g. set
up of a wholly owned subsidiary company by a local authority. Calculation of assets and liabilities on joining and
a contribution rate will be carried out allowing for the circumstances of the new employer.

New designating employers may also join the fund. These are usually town and parish councils, which
participate in a separate pool. Contribution rates will be set using the same approach as other designating
employers in the fund.

5.5 Risk assessment for new admission bodies
Under the LGPS regulations, a new admission body must assess the risks it poses to the fund if the admission
agreement ends early, for example if the admission body becomes insolvent or goes out of business. In
practice, the fund actuary assesses this because the assessment must be carried out to the administering
authority’s satisfaction. The letting authority must agree to the actuary’s assessment and must also agree to
keep the assessment under review throughout the contract.

After considering the assessment, the administering authority may decide the admission body must provide
security, such as a guarantee from the letting employer, an indemnity, or a bond.

This must cover some or all of the:

strain costs of any early retirements if employees are made redundant when a contract ends prematurely
o allowance for the risk of assets performing less well than expected

e allowance for the risk of liabilities being greater than expected

o allowance for the possible non-payment of employer and member contributions

e admission body’s existing deficit.
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Where an academy is the letting employer, the fund will expect academies to ensure and confirm that the
outsourcing complies with the requirements set out in the ‘DfE Academy Trust LGPS Guarantee policy’ (which
can be viewed on the GOV.UK website at DfE local government pension scheme guarantee for academy trusts:
pensions policy for outsourcing arrangements - GOV.UK (www.gov.uk) before permitting an admission body in
the fund. Where this requirement is met, no additional risk assessment or security will typically be required for
the admitted body as the pension liabilities will be covered by the DfE Academy Guarantee.

Where the admission body does not meet the requirements of the DfE Academy Trust LGPS Guarantee policy,
the fund will review each case individually to decide if the admission body must provide security before being
admitted to the fund. In these cases, the fund will typically require the academy to evidence that they have
sought and received permission from the Education and Skills Funding Agency to act as a guarantor.
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6 What happens if an employer has a bulk transfer of staff?

Bulk transfer cases will be looked at individually, but generally:

o the fund won't pay bulk transfers greater in value than either the asset share of the transferring employer in
the fund, or the value of the liabilities of the transferring members, whichever is lower

o the fund won’t grant added benefits or commit to payment of benefits to members bringing in entitlements
from another fund, unless the asset transfer is enough to meet the added liabilities

o the fund may permit shortfalls on bulk transfers if the employer has a suitable covenant and commits to
meeting the shortfall in an appropriate period (as determined by the fund), which may require increased
contributions between valuations.

The fund’s bulk transfer policy is detailed in Appendix G. Additional information about bulk transfers of staff
relating to academies consolidating into a single LGPS fund is also included in Appendix |
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7 What happens when an employer leaves the fund?

7.1 What is a cessation event?
Triggers for considering cessation from the fund are:

o the last active member stops participation in the fund. The administering authority, at their discretion, can
defer acting for up to three years by issuing a suspension notice. That means cessation won'’t be triggered if
the employer takes on one or more active members during the agreed time

¢ insolvency, winding up or liquidation of an admission body

e abreach of an admission agreement that isn’'t remedied to the fund’s satisfaction

o failure to pay any sums due within the period required

o failure to renew or adjust the level of a bond or indemnity, or to confirm an appropriate alternative guarantor
o termination of a deferred debt arrangement (DDA).

If no DDA exists, the administering authority will instruct the fund actuary to carry out a cessation valuation to
calculate if there is a surplus or a deficit when the employer leaves the fund.

7.2 What happens on cessation?
The administering authority must protect the interests of the remaining fund employers when an employer
leaves the fund. The actuary aims to protect remaining employers from the risk of future loss. The funding
targets adopted for the cessation calculation is below. These are defined in Appendix D.

(@)  Where there is no guarantor, cessation liabilities and a final surplus/deficit will usually be calculated
using a low-risk basis, which is more prudent than the ongoing participation basis. The low risk exit
basis is defined in Appendix D.

(b)  Where there is a guarantor, the guarantee will be considered before the cessation valuation. Where the
guarantor is a guarantor of last resort, this will have no effect on the cessation valuation, i.e. low-risk
basis. If this isn’t the case, the cessation may be calculated using the same basis that was used to
calculate liabilities (and the corresponding asset share) on joining the fund.

(c) Depending on the guarantee, it may be possible to transfer the employer’s liabilities and assets to the
guarantor without crystallising deficits or surplus.

If the fund can’t recover the required payment in full, unpaid amounts will be the responsibility of the related
letting authority (in the case of a ceased admission body) or shared between the other fund employers. This
may require an immediate revision to the rates and adjustments certificate or may be reflected in the
contribution rates set at the next formal valuation.

The fund actuary charges a fee for cessation valuations and there may be other cessation expenses. Fees and
expenses are at the employer’s expense and are deducted from the cessation surplus or added to the cessation
deficit. This improves efficiency by reducing transactions between employer and fund.

The fund’s policy on employer exits is detailed in Appendix K.

7.3 What happens if there is a surplus?
If the cessation valuation shows the exiting employer has more assets than liabilities — a surplus — the
administering authority can decide how much will be paid back to the employer as an exit credit based on:

o the surplus amount
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e the proportion of the surplus due to the employer’s contributions

e any representations (like risk sharing agreements or guarantees) made by the exiting employer and any
employer providing a guarantee or some other form of employer assistance/support

e any other relevant factors
The exit credit policy is included within the fund’s policy on employer exits detailed in Appendix K.

7.4 How do employers repay cessation debts?
If there is a deficit, full payment will usually be expected in a single lump sum or:

e spread over an agreed period if the employer enters into a deficit spreading arrangement (DSA)

o if an exiting employer enters into a deferred debt agreement, the employer stays in the fund and pays
contributions until the cessation debt is repaid. Payments are reassessed at each formal valuation.

The employer flexibility on exit policy is in Appendix K.

7.5 What if an employer has no active members?
When an employer leaves the fund because their last active member has left or retired, they may: pay a
cessation debt, receive an exit credit, or enter a DDA/DSA. Beyond this they have no further obligation to the
fund and either:

a) their asset share runs out before all ex-employees’ benefits have been paid. The other fund employers
take on collective responsibility and will be required to contribute to the remaining benefits.

b) the last ex-employee or dependant dies before the employer’s asset share is fully run down. The fund
actuary will apportion the remaining assets to the other fund employers.
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8 What are the statutory reporting requirements?

8.1 Reporting regulations
The Public Service Pensions Act 2013 requires the Government Actuary’s Department to report on LGPS funds
in England and Wales after every three-year valuation, in what’s usually called a section 13 report. The report
should include confirmation that employer contributions are set at the right level to ensure the fund’s solvency
and long-term cost efficiency.

8.2 Solvency
Employer contributions are set at an appropriate solvency level if the rate of contribution targets a funding level
of 100% over an appropriate time, using appropriate assumptions compared to other funds. Either:

(a) employers collectively can increase their contributions, or the fund can realise contingencies to target a
100% funding level

or

(b)  there is an appropriate plan in place if there is, or is expected to be, a reduction in employers’ ability to
increase contributions as needed.

8.3 Long-term cost efficiency
Employer contributions are set at an appropriate long-term cost efficiency level if the contribution rate makes
provision for the cost of current benefit accrual, with an appropriate adjustment for any surplus or deficit.

To assess this, the administering authority may consider absolute and relative factors.
Relative factors include:
1. comparing LGPS funds with each other

2. the implied deficit recovery period
3. the investment return required to achieve full funding after 20 years.

Absolute factors include:

1. comparing funds with an objective benchmark
2. the extent to which contributions will cover the cost of current benefit accrual and interest on any deficit
3. how the required investment return under relative considerations compares to the estimated future return

targeted by the investment strategy

4. the extent to which contributions paid are in line with expected contributions, based on the rates and
adjustment certificate

5. how any new deficit recovery plan reconciles with, and can be a continuation of, any previous deficit
recovery plan, allowing for fund experience.

These metrics may be assessed by GAD on a standardised market-related basis where the fund’s actuarial
bases don'’t offer straightforward comparisons.
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Appendices

Appendix A — The regulatory framework

A1 Why do funds need a funding strategy statement?

The Local Government Pension Scheme (LGPS) regulations require funds to maintain and publish a funding
strategy statement (FSS). According to the Department for Levelling Up, Housing and Communities (DLUHC)
the purpose of the FSS is to document the processes the administering authority uses to:

° establish a clear and transparent fund-specific strategy identifying how employers’ pension liabilities
are best met going forward

° support the regulatory framework to maintain as nearly constant employer contribution rates as
possible

° ensure the fund meets its solvency and long-term cost efficiency objectives

° take a prudent longer-term view of funding those liabilities.

To prepare this FSS, the administering authority has used guidance by the Chartered Institute of Public Finance
and Accountancy (CIPFA).

A2 Consultation

Both the LGPS regulations and most recent CIPFA guidance state the FSS should be prepared in consultation
with “persons the authority considers appropriate”. This should include ‘meaningful dialogue... with council tax
raising authorities and representatives of other participating employers.

The consultation process included:
1. A draft version of the FSS circulated in November 2022 for comments by all participating employers
2. Comments requested by 31 January 2022 allowing 2 months for comments to be submitted

3. Discussion at the Employers Forum on 29 November 2022 where all employers, whether attending in
person or online, had the opportunity to raise questions about the FSS

Closure of the consultation on 31 January 2023 with approval by Committee by 30 March 2023,
publication on 30 March 2023, in advance of publication of the 2022 formal valuation report by 31 March
2023

A3 How is the FSS published?
The FSS is published on our website www.norfolkpensionfund.org. Copies are freely available on request and
sent to investment managers and independent advisers as required.

A4 How often is the FSS reviewed?

The FSS is reviewed in detail at least every three years as part of the valuation. Amendments may be made
before then if there are regulatory or operational changes. Any material amendments will be consulted on,
agreed by the Pensions Committee, and included in the Committee meeting minutes.

A5 How does the FSS fit into the overall fund documentation?

The FSS is a summary of the fund’s approach to funding liabilities. It isn’t exhaustive — the fund publishes other
statements like the investment strategy statement, governance strategy and administration strategy. The fund’s
annual report and accounts also includes up-to-date fund information.
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You can access all Fund documentation at www.norfolkpensionfund.org
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Appendix B — Roles and responsibilities

B1 The administering authority:
1 operates the fund and follows all Local Government Pension Scheme (LGPS) regulations

manages any conflicts of interest from its dual role as administering authority and a fund employer
collects employer and employee contributions, investment income and other amounts due

2
3
4 ensures cash is available to meet benefit payments when due
5 pays all benefits and entitlements

6

invests surplus money like contributions and income which isn’'t needed to pay immediate benefits, in line
with regulation and the investment strategy

7 communicates with employers so they understand their obligations
8 safeguards the fund against employer default
9 works with the fund actuary to manage the valuation process

10  provides information to the Government Actuary’s Department so they can carry out their statutory
obligations

11 consults on, prepares, and maintains the funding and investment strategy statements
12 tells the actuary about changes which could affect funding
13 monitors the fund’s performance and funding, amending the strategy statements as necessary

14 enables the pensions oversight board to review the valuation process.

B2 Individual employers:

1 deduct the correct contributions from employees’ pay

2 pay all contributions by the due date

3 have appropriate policies in place to work within the regulatory framework

4 make additional contributions as agreed, for example to augment scheme benefits or early retirement
strain

5 tell the administering authority promptly about any changes to circumstances, prospects or membership

which could affect future funding.

6 make any required exit payments when leaving the fund.

B3 The fund actuary:
1 prepares valuations, including setting employers’ contribution rates, agreeing assumptions, working within
FSS and LGPS regulations and appropriately targeting fund solvency and long-term cost efficiency

2 provides information to the Government Actuary Department so they can carry out their statutory
obligations

3 advises on fund employers, including giving advice about and monitoring bonds or other security

4 prepares advice and calculations around bulk transfers and individual benefits

March 2023 018



NORFOLK PENSION FUND

5 assists the administering authority to consider changes to employer contributions between formal
valuations

6 advises on terminating employers’ participation in the fund

7 fully reflects actuarial professional guidance and requirements in all advice.

B4 Other parties:

1 internal and external investment advisers ensure the investment strategy statement (ISS) is consistent
with the funding strategy statement

2 investment managers, custodians and bankers play their part in the effective investment and dis-
investment of fund assets in line with the ISS

3 auditors comply with standards, ensure fund compliance with requirements, monitor, and advise on fraud
detection, and sign-off annual reports and financial statements

4 governance advisers may be asked to advise the administering authority on processes and working
methods

5 internal and external legal advisers ensure the fund complies with all regulations and broader local
government requirements, including the administering authority’s own procedures

6 the Department for Levelling Up, Housing and Communities, assisted by the Government Actuary’s

Department and the Scheme Advisory Board, work with LGPS funds to meet Section 13 requirements.
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Appendix C — Risks and controls

C1 Managing risks
The administering authority has a risk management programme to identify and control financial, demographic,
regulatory and governance risks.

The role of the pensions oversight board is set out in the board terms of reference.
Details of the key fund-specific risks and controls are below

C2 Financial risks

Risk Summary of Control Mechanisms

Fund assets fail to deliver returns in line with the  Only anticipate long-term returns on a relatively
anticipated returns underpinning the valuation of prudent basis to reduce risk of under-performing.
liabilities and contribution rates over the long-

term. Assets invested on the basis of specialist advice, in a

suitably diversified manner across asset classes,
geographies, managers, etc.

Analyse progress at three yearly valuations for all
employers.

Inter-valuation roll-forward estimate of liabilities
between valuations at whole fund level.

Inappropriate long-term investment strategy. Overall investment strategy options considered as an
integral part of the funding strategy.

Asset liability modelling used to assess appropriate
interaction between funding strategy and investment
strategy.

Active investment manager under-performance  Quarterly investment monitoring analyses market
relative to benchmark. performance and active managers relative to their
index benchmark.

Pay and price inflation significantly more than The focus of the actuarial valuation process is on real
anticipated. returns on assets, net of price and pay increases.

Inter-valuation monitoring gives early warning.

Some investment in bonds also helps to mitigate this
risk.

Employers pay for their own salary awards and should
be mindful of the geared effect on pension liabilities of
any bias in pensionable pay rises towards longer-
serving employees. Fund’s salary stain recharge
mechanism identifies significant funding issues.
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Summary of Control Mechanisms

Effect of possible increase in employer’s
contribution rate on service delivery and
admission/scheduled bodies

An explicit stabilisation arrangement has been agreed
as part of the funding strategy. Other measures are
also in place to limit sudden increases in contributions.

Pass-through arrangement in place for new admission
bodies from 1 October 2018.

Orphaned employers give rise to added costs
for the fund

The fund seeks a cessation debt (or security/guarantor)
to minimise the risk of this happening in the future.

If it occurs, the actuary calculates the added cost
spread pro-rata among all employers.

Effect of possible asset underperformance as a
result of climate change

Additional modelling of climate change scenarios
provided by fund actuary/investment adviser to confirm
resilience of investment strategy to the modelled
changes

C3 Demographic risks
Risk

Summary of Control Mechanisms

Pensioners living longer, thus increasing cost to
fund.

Set mortality assumptions with some allowance for
future increases in life expectancy.

The fund actuary has direct access to the experience
of over 50 LGPS funds which allows early identification
of changes in life expectancy that might in turn affect
the assumptions underpinning the valuation.

Fund receives annual longevity reporting from Club
Vita which identifies any significant longevity related
events and their potential impact on funding.

Maturing fund — i.e., proportion of actively
contributing employees declines relative to
retired employees.

Continue to monitor at each valuation, consider
seeking monetary amounts rather than % of pay and
consider alternative investment strategies.

Deteriorating patterns of early retirements

Employers are charged the extra cost of non ill-health
retirements following each individual decision.

Employer ill-health retirement experience is managed
via an internal risk sharing mechanism, avoiding risk of
material detrimental impact to an individual employer’s
funding position.

Reductions in payroll causing insufficient
employer contributions.

In many cases this may not be sufficient cause for
concern and will in effect be caught at the next formal
valuation.
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Summary of Control Mechanisms

However, there are protections where there is concern,
as follows:

Employers in the stabilisation arrangement may be
brought out of that mechanism to permit appropriate
contribution increases.

For other employers, review of contributions is
permitted in general between valuations and may
require a move in deficit contributions from a
percentage of payroll to fixed monetary amounts.

Secondary contribution rates are typically set in
monetary terms (instead of being linked to payroll).

C4 Regulatory risks
Risk

Summary of Control Mechanisms

Changes to national pension requirements
and/or HMRC rules e.g. changes arising from
public sector pensions reform.

The administering authority considers all consultation
papers issued by the Government and comments
where appropriate.

The administering authority is monitoring the progress
on the McCloud and other ongoing court cases and will
consider an interim valuation or other appropriate
action once more information is known.

The government’s long-term solution to GMP
indexation and equalisation - conversion of GMPs to
scheme benefits — is built into the actuarial valuation.

Time, cost and/or reputational risks associated
with any DLUHC intervention triggered by the
Section 13 analysis.

Take advice from fund actuary on position of fund and
consideration of proposed valuation approach relative
to anticipated Section 13 analysis.

Changes by Government to particular employer
participation in LGPS funds, leading to impacts
on funding and/or investment strategies.

The administering authority considers all consultation
papers issued by the Government and comments
where appropriate.

Take advice from fund actuary on impact of changes
on the fund and amend strategy as appropriate.
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C5 Governance risks

Risk Summary of Control Mechanisms
Administering authority unaware of structural The administering authority has a close relationship
changes in an employer’s membership (e.qg. with employing bodies and communicates required

large fall in employee members, large number of standards e.g. for submission of data.
retirements) or not advised of an employer

closing to new entrants. The actuary may revise the rates and adjustments

certificate to increase an employer’s contributions
between triennial valuations

Secondary contributions generally expressed as
monetary amounts.

Actuarial or investment advice is not sought, or The administering authority maintains close contact
is not heeded, or proves to be insufficient in with its specialist advisers.

some way
Advice is delivered via formal meetings involving

Elected Members and recorded appropriately.

Actuarial advice is subject to professional requirements
such as peer review.

Administering authority failing to commission the The administering authority requires employers with
fund actuary to carry out a termination valuation  Best Value contractors to inform it of forthcoming
for a departing Admission Body. changes.

Community Admission Bodies’ memberships are
monitored and, if active membership decreases, steps

will be taken.
An employer ceasing to exist with insufficient The administering authority believes that it would
funding or adequacy of a bond. normally be too late to address the position if it was left

to the time of departure.
The risk is mitigated by:

Seeking a funding guarantee from another scheme
employer, or external body, where-ever possible .

Alerting the prospective employer to its obligations and
encouraging it to take independent actuarial advice.

Vetting prospective employers before admission.

Where permitted under the regulations requiring a bond
to protect the fund from various risks.

Requiring new Community Admission Bodies to have a
guarantor.

Reviewing bond or guarantor arrangements at regular
intervals.
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Summary of Control Mechanisms

Reviewing contributions well ahead of cessation if
thought appropriate.

An employer ceasing to exist resulting in an exit

credit being payable

The administering authority regularly monitors

admission bodies coming up to cessation

The administering authority invests in liquid assets to
ensure that exit credits can be paid when required.

C6 Employer covenant assessment and monitoring
Many of the employers participating in the fund, such as admission bodies (including TABs and CABs), have no
local tax-raising powers. The fund assesses and monitors the long-term financial health of these employers to

assess an appropriate level of risk for each employer’s funding strategy.

Type of employer

Assessment

Monitoring

Local Authorities

Tax-raising, no individual assessment
required

n/a

Academies

Government-backed, covered by DfE
guarantee in event of MAT failure

Check that DfE guarantee continues,
after regular scheduled DfE review

Police, Fire, Fisheries, Tax-raising or government-backed, n/a
Town/Parish Councils, no individual assessment required

levying bodies

Admission bodies with pass- Guaranteed by letting authority, no n/a

through agreements

individual assessment required

Housing associations*

Individual employer assessment

Regular employer discussions and
engagement

Other bodies

Individual employer assessment,
based on financial significance to the
fund.

Regular employer discussions and
engagement

*All housing associations in the fund participate as (community) admission bodies rather than scheduled bodies.

The fund will consider the covenant of individual employers where particular events occur including, but not
limited to,: local government re-organisation, significant changes to regulations affecting the education sector,
individual employer events like restructuring or large redundancy exercises etc.

C7 Climate risk

The fund has considered climate-related risks when setting the funding strategy. To consider the resilience of
the strategy the fund has carried out in-depth asset liability modelling to stress test both the funding and the
investment strategies against possible future climate scenarios.
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The fund included climate scenario stress testing in the contribution modelling exercise for the precepting
employers at the 2022 valuation. The modelling looked at three scenarios, differentiated by the speed and
strength of the response to climate change. In all three scenarios the fund assumes that there will be a period of
disruption, linked either to the response to climate risk or to the effects of climate risk itself. The fund made no
assumptions about specific climate effects e.g. a particular global temperature rise. Instead, the fund accepted
that there will be some disruptive period of high volatility in financial markets and considered the impact on the
funding strategy under difficult financial conditions.

The modelling results under the stress tests were slightly worse than the core results but were still within risk
tolerance levels, particularly given the severity of the stresses applied. The results provide assurance that the
modelling approach does not significantly underestimate the potential impact of climate change and that the
funding strategy is resilient to climate risks. The results of these stress tests may be used in future to assist with
disclosures prepared in line with Task Force on Climate-Related Financial Disclosures (TCFD) principles.

The current strategies were proven to be resilient to climate transition risks within an appropriate level of
prudence. The Fund will continue to monitor the resilience of the funding strategy to climate risks at future
valuations or when there has been a significant change in the risk posed to the Fund (e.g. global climate policy
changes).
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Appendix D — Actuarial assumptions

The fund’s actuary uses a set of assumptions to determine the strategy, and so assumptions are a fundamental
part of the funding strategy statement.

D1 What are assumptions?

Assumptions are used to estimate the benefits due to be paid to members. Financial assumptions determine the
amount of benefit to be paid to each member, and the expected investment return on the assets held to meet
those benefits. Demographic assumptions are used to work out when benefit payments are made and for how
long.

The funding target is the money the fund aims to hold to meet the benefits earned to date.

Any change in the assumptions will affect the funding target and contribution rate, but different assumptions
don’t affect the actual benefits the fund will pay in future.

D2 What assumptions are used to set the contribution rate?

The fund doesn’t rely on a single set of assumptions when setting contribution rates, instead using Hymans
Robertson’s Economic Scenario Service (ESS) to project each employer’s assets, benefits and cashflows to the
end of the funding time horizon.

ESS projects future benefit payments, contributions and investment returns under 5,000 possible economic
scenarios, using variables for future inflation and investment returns for each asset class, rather than a single
fixed value.

For any projection, the fund actuary can assess if the funding target is satisfied at the end of the time horizon.

Table: Summary of assumptions underlying the ESS, 31 March 2022

Annualised total returns
Cash Index UK Developed Private Property Emerging Unlisted Multi Direct Inflation
Linked Equity World ex Equity Markets Infrastructure Asset Lending (CPI)
Gilts UK Equity Equity Equity Credit (private
(long) (sub debt)
inv GBP
grade) Hedged
16th %ile 0.8% -3.1% -0.4% -0.7% -1.2% -0.6% -2.5% 0.7% 1.7% 2.7% 1.6%
Y;;)rs 50th %ile 1.8% -0.7% 5.7% 5.6% 9.4% 4.4% 5.8% 5.9% 3.5% 6.0% 3.3%
84th %ile 2.9% 2.0% 11.6% 11.7% 20.1% 9.5% 14.4% 11.2% 5.2% 9.2% 4.9%
16th %ile 1.0% -2.6% 1.7% 1.5% 2.4% 1.4% 0.1% 2.6% 2.8% 4.3% 1.2%
Ysgrs 50th %ile 2.4% -0.9% 6.2% 6.1% 10.0% 5.0% 6.3% 6.5% 4.4% 6.8% 2.7%
84th %ile 4.0% 0.8% 10.6% 10.8% 17.6% 8.9% 12.8% 10.6% 6.0% 9.2% 4.3%
16th %ile 1.2% -1.1% 3.2% 3.1% 4.7% 2.6% 21% 3.9% 3.6% 5.5% 0.9%
Y:grs 50th %ile 2.9% 0.3% 6.7% 6.5% 10.3% 5.5% 6.8% 7.0% 5.3% 7.7% 2.2%
84th %ile 4.9% 1.9% 10.2% 10.2% 16.1% 8.8% 11.7% 10.3% 71%  10.0% 3.7%
V?ga;ir';ty 2% 9% 18% 19% 30%  15% 26% 15% 6%  10% 3%

D3 What financial assumptions were used?
Future investment returns and discount rate

The fund uses a risk-based approach to generate assumptions about future investment returns over the funding
time horizon, based on the investment strategy.
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The discount rate is the annual rate of future investment return assumed to be earned on assets after the end of
the funding time horizon. The discount rate assumption is set as a margin above the risk-free rate.

Assumptions for future investment returns depend on the funding objective.

Employer type Margin above risk-free rate

Ongoing basis All employers except transferee admission 1.6%
bodies and closed community admission bodies

Low risk exit Community admission bodies closed to new 0%

basis entrants

Contractor exit Transferee admission bodies Equal to the margin used to

basis allocate assets to the employer on

joining the fund

Discount rate (for funding level calculation as at 31 March 2022 only)

For the purpose of calculating a funding level at the 2022 valuation, a discount rate of 4.3% applies. This is
based on a prudent estimate of investment returns, specifically, that there is a 75% likelihood that the fund’s
assets will future investment returns of 4.3% over the 20 years following the 2022 valuation date.

Pension increases and CARE revaluation

Deferment and payment increases to pensions and revaluation of CARE benefits are in line with the Consumer
Price Index (CPI) and determined by the regulations.

The CPI assumption is based on Hymans Robertson’'s ESS model. The median value of CPI inflation from the
ESS was 2.7% pa on 31 March 2022.

Salary growth

The salary increase assumption at the latest valuation has been set to CPI plus 0.7% plus a promotional salary
scale.

D4 What demographic assumptions were used?
Demographic assumptions are best estimates of future experience. The fund uses advice from Club Vita to set
demographic assumptions, as well as analysis and judgement based on the fund’s experience.

Demographic assumptions vary by type of member, so each employer's own membership profile is reflected in
their results.

Life expectancy

The longevity assumptions are a bespoke set of VitaCurves produced by detailed analysis and tailored to fit the
fund’s membership profile.

Allowance has been made for future improvements to mortality, in line with the 2021 version of the continuous
mortality investigation (CMI) published by the actuarial profession. The starting point has been adjusted by
+0.25% to reflect the difference between the population-wide data used in the CMI and LGPS membership. A
long-term rate of mortality improvements of 1.5% pa applies.
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The smoothing parameter used in the CMI model is 7.0. There is little evidence currently available on the long-
term effect of Covid-19 on life expectancies. To avoid an undue impact from recently mortality experience on
long-term assumptions, no weighting has been placed on data from 2020 and 2021 in the CMI.

Other demographic
assumptions

Retirement in normal health Members are assumed to retire at the earliest age possible with no
pension reduction.

Promotional salary increases Sample increases below

Death in service Sample rates below

Withdrawals Sample rates below

Retirement in ill health Sample rates below

Family details A varying proportion of members are assumed to have a dependant

partner at retirement or on earlier death. For example, at age 60 this is
assumed to be 90% for males and 85% for females. Males are assumed
to be 3 years older than females, and partner dependants are assumed to
be opposite sex to members.

Commutation 45% of maximum tax-free cash

50:50 option 1.0% of members will choose the 50:50 option.

D3 Rates for demographic assumptions
Males

Incidence per 1000 active members per year

Salary scale Death before Withdrawals lll-health tier 1 lll-health tier 2
retirement

FT &PT FT PT FT PT FT PT

20 105 0.17 404.31 975.61 0.00 0.00 0.00 0.00
25 117 0.17 267.06 64443 0.00 0.00 0.00 0.00
30 131 0.20 189.49 45717  0.00 0.00 0.00 0.00
35 144 0.24 148.05 357.15 0.10 0.07 0.02 0.01
40 150 0.41 119.20 28746 0.16 0.12 0.03 0.02
45 157 0.68 111.96 269.95 0.35 0.27 0.07 0.05
50 162 1.09 9229 22227 0.90 0.68 0.23 0.17
55 162 1.70 72.68 17512 3.54 2.65 0.51 0.38
60 162 3.06 64.78 156.02 6.23 4.67 0.44 0.33
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Females

Incidence per 1000 active members per year

Salary scale Death before Withdrawals llI-health tier 1 llI-health tier 2
retirement

FT &PT FT PT FT PT FT PT

20 105 0.10 317.18 537.48 0.00 0.00 0.00 0.00
25 117 0.10 213.42 361.61 0.10 0.07 0.02 0.01
30 131 0.14 178.90 303.07 0.13 0.10 0.03 0.02
35 144 0.24 154.41 26149 0.26 0.19 0.05 0.04
40 150 0.38 128.51 21755 0.39 0.29 0.08 0.06
45 157 0.62 119.93 202.99 0.52 0.39 0.10 0.08
50 162 0.90 101.11 170.95 0.97 0.73 0.24 0.18
55 162 1.19 7544 12769 3.59 2.69 0.52 0.39
60 162 1.52 60.80 102.78 5.71 4.28 0.54 0.40

D5 What assumptions apply in a cessation valuation following an employer’s exit from the fund?

Low risk exit basis
Where there is no guarantor, the low risk exit basis will apply.

1. The discount rate is set equal to the annualised yield on long dated government bonds at the cessation
date, with a 0% margin. This was 1.7% pa on 31 March 2022.

2. The CPI assumption is based on Hymans Robertson’s ESS model. The median value of CPI inflation
from the ESS was 2.7% pa on 31 March 2022.

3. Life expectancy assumptions are those used to set contribution rates, with one adjustment. A higher long-
term rate of mortality improvements of 1.75% pa is assumed.

Contractor exit basis

Where there is a guarantor (e.g. in the case of contractors where the letting body guarantees the contractor’s
admission in the fund), the contractor exit basis will apply.

The financial and demographic assumptions underlying the contractor exit basis are equal to those set for
calculating contributions rates. Specifically, the discount rate is set equal to the risk-free rate at the cessation
date, plus a margin equal to that set to allocate assets to the employer on joining the fund.
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Appendix E — Prepayment of contributions

Effective date of policy 1 April 2023
Date approved 21 March 2023
Next review 1 April 2025
Summary of changes from previous policy n/a

Introduction

The purpose of this policy is to set out the administering authority’s approach to the prepayment of regular
contributions by participating employers. The administering authority retains discretion to take into account any
relevant individual employer circumstances.

E1 Aims and objectives
The administering authority’s aims and objectives related to this policy are:

e To provide employers with clarity around when prepayment of contributions will be permitted.
e To outline the key principles followed when calculating prepayment amounts.

e To outline the approach used to assess the suitability of a prepayment as sufficient to meet the required
contributions.

E2 Background

It is common practice in the LGPS for employers to elect to pre-pay regular contributions that were otherwise
due to be paid to the fund in future. Employer contributions include the ‘Primary Rate’ — which is expressed as a
percentage of payroll and reflects the employer’s share of the cost of future service benefits, and the ‘Secondary
Rate’ — which can be expressed as a percentage of payroll or a monetary amount and is an additional
contribution designed to ensure that the total contributions payable by the Employer meet the funding objective.

On 22 March 2022, following a request from the LGPS Scheme Advisory Board, James Goudie QC provided an
Opinion on the legal status of prepayments. This Opinion found that the prepayment of employee and employer
contributions was not illegal, subject to the basis for determining the prepayment amount being reasonable,
proportionate, and prudent. The Opinion also set out specific requirements around the presentation of
prepayments.

E3 Guidance and regulatory framework
The LGPS regulations set out how funds should determine employer contributions, and include relevant
provisions including:

° Regulation 9 — outlines the contribution rates payable by active members

° Regulation 62 - sets the requirement for an administering authority to prepare a rates and adjustments
(R&A) certificate.

° Regulation 67 — sets out the requirement for employers to pay contributions in line with R&A certificate
and specifies that primary contributions be expressed as a percentage of pensionable pay of active
members.

E4 Statement of Principles
Each case will be treated on its own merits, but in general:

° The prepayment of employee contributions is not permitted.
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° The prepayment of employer contributions may be permitted.

° Only secure, long-term employers (e.g. local authorities and similar) may be permitted to prepay
contributions.

° The fund actuary will determine the prepayment amount, which may require assumptions to be made

about payroll over the period which the scheduled contribution is due.

° The prepayment amount may include a discount to reflect the investment return that is assumed to be
generated by the fund over the period of prepayment.

° Prepayment agreements can cover any annual period of the R&A (or up to three consecutive annual
periods).
° Where contributions expressed as a percentage of pay have been prepaid, the administering authority will

carry out an annual check (and additional contributions may be required by the employer) to make sure
that the actual amounts paid are sufficient to meet the contribution requirements set out in the R&A

certificate.
° The R&A certificate will be updated as necessary to reflect any prepayment agreements in place.
° Employers are responsible for ensuring that any prepayment agreement is treated appropriately when

accounting for pensions costs and they are aware of the risks associated with making a prepayment
instead of regular contributions.

E5 Policy
Eligibility and periods covered

The fund welcomes requests from employers to pre-pay certified employer contributions.
Local Authorities and large public bodies may prepay primary and secondary contributions.

Employer contributions over the period of the existing R&A certificate (and, where a draft R&A certificate is
being prepared following the triennial valuation, the draft R&A certificate) may be pre-paid by employers.

Prepayment of contributions due after the end of the existing (or draft) R&A certificate is not permitted, i.e. it
would not be possible to prepay employer contributions due in the 2026/27 year until the results of the 2025
valuation are known and a draft R&A certificate covering the 2026 to 2029 period has been prepared.

Request and timing

Prior to making any prepayment, employers are required to inform the fund in writing of their wish to prepay
employer contributions and to request details of the amount required by the fund to meet the scheduled future
contributions that they wish to prepay.

This request should be received by the fund at least two months before the start of the period to be prepaid.
The fund will tell the employer the prepayment amount and the date by which this should be paid.

If the employer fails to pay the prepayment amount by the specified date, the fund will require ongoing regular
contributions in line with those in the R&A certificate to be made as if no prepayment had ever been agreed.
Any other outstanding contributions should be made immediately.
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Calculation

The fund actuary will usually determine the prepayment amount required based on the discount rate set for the
purpose of the relevant actuarial valuation (as specified in the actuarial valuation report). In some
circumstances, a different discount rate may be used. This will be communicated clearly to the employer.

Where the prepayment is in respect of contributions expressed as a percentage of pay the fund actuary will use
an estimate of payroll over the period (using the information available and appropriate assumptions about future
payroll increases) and a sufficiency check will be required as noted below.

Where the prepayment is in respect of contributions expressed as a monetary amount no sufficiency check will
be required.

Employers may pay more than the prepayment amount determined by the fund actuary.

No allowance for expected outsourcing of services and/or expected academy conversions will be made in the
fund actuary’s estimation of payroll for the prepayment period.

E6 Sufficiency check

Where a prepayment is in respect of a percentage of pay contribution rate, the fund actuary will carry out an
annual assessment to check that sufficient contributions have been prepaid based on the actual payroll of
active members over the period.

If the sufficiency check reveals a shortfall, the employer will be required to make a top-up payment. The
administering authority will notify the employer of any top-up amount and the date by which any top-up payment
should be made.

The sufficiency check may reveal that the prepayment amount was higher than would have been required on
actual payroll, i.e. the actual payroll over the period is less than was assumed. In this case the excess can be
offset against the sufficiency check in the following year, but there will not be a refund of contributions to the
employer.

The sufficiency check only considers payroll; specifically, it will not compare the assumed investment return (i.e.
the discount rate) with actual returns generated over the period. Any shortfall arising due to actual investment
returns being lower than that assumed will form part of the regular contribution assessment at the next valuation
(as per the normal course of events).

E7 Documentation and auditor approval
The fund will provide the employer with a note of the information used to determine the prepayment amount,
including:

e Discount rate used in the calculations
e The estimate of payroll (where applicable)
e The effective date of the calculation (and the date by which payment should be made)
e The scheduled regular payments which the prepayment amount covers.
The prepayment agreement will be reflected in the R&A certificate as follows:

e The unadjusted employer regular contribution rate payable over the period of the certificate
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e As a note to the contribution rate table, information relating to the prepayment amount and the discount
applied, for each employer where a prepayment agreement exists.

The R&A certificate will be updated as necessary to reflect any prepayment agreements in place.

Employers should discuss the prepayment agreement with their auditor prior to making payment and agree the
accounting treatment of this. The fund will not accept any responsibility for the accounting implications of any
prepayment agreement.

E8 Costs
Employers entering into a prepayment agreement will be required to meet the additional cost of this, which
includes (but is not limited to) the actuarial fees incurred by the administering authority.

E9 Risks

Employers will have their own reasons for wanting to enter a prepayment agreement. One common reason is
the expectation that the fund can generate higher returns over the prepayment period than the employer can,
i.e. the discount rate used in the prepayment calculation is higher than the return that can be achieved
elsewhere. Future returns in the fund are not guaranteed, and the returns generated on prepayment amounts
may be lower than expected. It is also possible that negative returns will lead to the value of any prepayment
being less than that which was scheduled to be paid. In this case a top-up payment would not be requested
(since the sufficiency check only considers the effect of actual payroll being different to that assumed in the
prepayment calculation). However, the employer’s asset share would be lower than if contributions had been
paid monthly. This would be reflected by the fund actuary at the next triennial valuation (as per the normal
course of events).

There are other risks to the employer of making a prepayment (such as concentration/timing, prevention of cash
being used for other purposes, etc), which are not covered here: the employer is advised to consider these and
take advice if necessary.
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Appendix F — New employers

Effective date of policy 1 April 2023
Date approved 21 March 2023
Next review 1 April 2025
Summary of changes from previous policy n/a

Introduction

The purpose of this policy is to set out the administering authority’s approach to admitting new contractors into
the fund on a pass-through basis. In addition, and subject to review on a case-by-case basis, the fund may be
willing to apply its pass-through principles to other admission bodies where liabilities are covered by a guarantor
within the fund.

It should be noted that this statement is not exhaustive and individual circumstances may be taken into
consideration where appropriate.

F1 Aims and objectives
The administering authority’s aims and objectives related to this policy are as follows:

e To set out the fund’s approach to admitting new contractors / admission bodies, including the calculation of
contribution rates and how risks are shared under the pass-through arrangement.

e To outline the process for admitting new contractors / admission bodies into the fund.

F2 Background

Employees outsourced from local authorities, police, and fire authorities or from non-maintained schools
(generally academies, regulated by the Department for Education (DfE)) must be offered pension benefits that
are the same, better than, or count as being broadly comparable to, the Local Government Pension Scheme (as
per the Best Value Authorities Staff Transfer (Pensions) Direction 2007). This is typically achieved by
employees remaining in the LGPS and the new employer becoming an admitted body to the Fund and making
the requisite employer contributions.

Pass-through is an arrangement whereby the letting authority (the local authority or the independent school)
retains the main risks of fluctuations in the employer contribution rate during the life of the contract, and the risk
that the employer’s assets may be insufficient to meet the employees’ pension benefits at the end of the
contract.

F3 Guidance and regulatory framework

The Local Government Pension Scheme Regulations 2013 (as amended) set out the way in which LGPS funds
should determine employer contributions and contain relevant provisions regarding the payment of these,
including the following:

e Schedule 2 Part 3 sets out the entities eligible to join the fund as an admitted body, their key
responsibilities as an admitted body and the requirements of the admission agreement.

e Regulation 67 — sets out the requirement for employers to pay contributions in line with the Rates and
Adjustments (R&A) certificate and provides a definition of the primary rate.

e Regulation 64 - covers the requirements for a cessation valuation following the exit of a participating
employer from the fund.
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F4 Statement of principles

This statement of principles covers the admission of new contractors to the fund on a pass-through basis. Pass-
through is the default approach for the admission of all new contractors to the fund from the effective date of this
policy. For the avoidance of doubt, this would apply to contracts established by councils, police & fire
authorities, and academy trusts (“the letting authority”).

Fixed contribution rate

The contractor’s pension contribution rate is fixed for the duration of the contract, up to a maximum of seven
years. For contracts longer than seven years, the contractor’s contribution rate will typically be reset by
reference to the letting authority’s contribution rate at the review date.

Funding position of the admission body

The letting authority retains responsibility for variations in funding level, for instance due to investment
performance, changes in market conditions, longevity, and salary experience under its pass-through
arrangement, irrespective of the size of the outsourcing.

The administering authority will review the funding position of the contractor at each triennial valuation and after
every seven-year period if the contract extends that far. The administering authority may require the letting
authority to make additional contributions to the fund in respect of the pass-through arrangement. This will be
requested if the administering authority believes there to be a material deterioration in the admission body’s
funding position that is not likely to be recovered by the next valuation date and that deterioration is material to
the overall funding position of the letting authority (guarantor).

Additional admission body costs

The contractor will meet the cost of additional liabilities arising from (non-ill health) early retirements and
augmentations.

[l health experience will be pooled with the letting authority and no additional strain payments will be levied on
the contractor in respect of ill health retirements.

Security

The contractor will not typically be required to obtain an indemnity bond, as long as both the administering
authority and the letting authority agree that it is not required. In this case the letting authority understands that it
retains all the risk when the contractor exits the fund, including any unpaid contributions or strain costs. The
administering authority fund may still require a bond to cover redundancy costs, at the fund’s discretion.

Where an academy is the letting employer, the fund will expect academies to ensure and confirm that the
outsourcing complies with the requirements set out in the ‘DfE Academy Trust LGPS Guarantee policy’ (which
can be viewed on the GOV.UK website at DfE local government pension scheme guarantee for academy trusts:
pensions policy for outsourcing arrangements - GOV.UK (www.gov.uk) before permitting an admission body in
the fund. Where this requirement is met, no additional risk assessment or security will typically be required for
the admitted body as the pension liabilities will be covered by the DfE Academy Guarantee.

Admission body asset share

All assets and liabilities relating to the contractor’s staff will remain the ultimate responsibility of the letting
authority during the period of participation. However, there will be a notional transfer of assets to the contractor
within the fund, to allow the funding position of the admission body to be tracked and for the notional required
contribution rate to be calculated for comparison.
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At the end of the contract (or when there are no longer any active members participating in the fund, for
whatever reason), the admission agreement will cease and no further payment will be required from the
contractor (or the letting authority) to the fund, save for any outstanding regular contributions and/or invoices
relating to the cost of early retirement strains and/or augmentations and/or salary experience. Likewise, no “exit
credit” payment will be payable from the fund to the contractor (or letting authority). The letting authority will
retain responsibility for the contractor’s deferred and pensioner members

Documentation

The terms of the pass-through agreement will be documented by way of the admission agreement between the
administering authority, the letting authority, and the contractor.

All existing admission agreements are unaffected by this policy, excepting that the DfE Academy Trust LGPS
Guarantee policy is retrospective and so may cover admission bodies not otherwise covered prior to May 2023.

The principles outlined above are the default principles which will apply; however, the letting authority may
request the specific details of a particular agreement to differ from the principles outlined above. The
administering authority is not obliged to agree to a departure from the principles set out in this policy but will
consider such requests and engage with the letting authority. The administering authority has the final say in
any such discussions.

F5 Policy and process
Compliance

Adherence to this policy is the responsibility of the relevant responsible service manager for any given
outsourcing. The administering authority and the fund actuary must always be notified that an outsourcing has
taken place, regardless of the number of members involved. Where an academy is guaranteeing a pass-through
arrangement, the academy must ensure and confirm that the outsourcing complies with the requirements set
out in the ‘DfE Academy Trust LGPS Guarantee policy’ (which can be viewed on the GOV.UK website at DfE
local government pension scheme guarantee for academy trusts: pensions policy for outsourcing arrangements
- GOV.UK (www.gov.uk)

Contribution rates

The contribution rate payable by the contractor over the period of participation will be set equal to the primary
rate payable by the letting authority assessed on a likelihood of success of 80% assessed at the most recent
triennial valuation.

Risk sharing and cessation valuation

The letting authority will retain the risk of the contractor becoming insolvent during the period of admission and
so no indemnity bond will typically be required by the fund from contractors participating on a pass-through
basis. The letting authority is effectively guaranteeing the contractor’s participation in the fund.

A cessation valuation is required when a contractor no longer has any active members in the fund. This could
be due to a contract coming to its natural end, insolvency of a contractor or the last active member leaving
employment or opting out of the LGPS.

Where a pass-through arrangement is in place, the fund assets and liabilities associated with outsourced
employees are retained by the letting authority. At the end of the admission, the cessation valuation will
therefore record nil assets and liabilities for the ceasing employer and therefore no cessation debt or exit credit
is payable to or from the Fund.
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The contractor will be required to pay any outstanding regular contributions and/or unpaid invoices relating to
the cost of (non-ill health) early retirement strains and/or augmentations at the end of the contract.

However, in some circumstances, the contractor will be liable for additional pension costs that arise due to items

over which it exerts control. The risk allocation is as follows:

Risks

Letting authority

Contractor/
Admitted body

Surplus/deficit prior to the transfer date

Interest on surplus/deficit

Investment performance of assets held by the Fund

Changes to the discount rate that affect past service liabilities

Changes to the discount rate that affect future service accrual *

Change in longevity assumptions that affect past service liabilities

Changes to longevity that affect future accrual *

Price inflation affects past service liabilities

Price inflation / pension increases that affect future accrual *

Exchange of pension for tax free cash

Il health retirement experience

NN NN N N N N NI AR NN RN

Strain costs attributable to granting early retirements (not due to ill
health (e.g. redundancy, efficiency, waiving actuarial reductions
on voluntary early retirements)

Greater/lesser level of withdrawals

Rise in average age of contractor’'s employee membership

Changes to LGPS benefit package*

Excess liabilities attributable to the contractor granting pay rises
that exceed those assumed in the last formal actuarial valuation of
the Fund

Award of additional pension or augmentation

*To the extent captured in the review of fixed rates for longer duration (7+ years) contracts.
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Any risk allocation should be agreed between the contractor and letting authority before the contract
commences and should be appropriately detailed in the service agreement and legal documentation.

F6 Accounting valuations
Accounting for pensions costs is a responsibility for individual employers.

It is the administering authority’s understanding that contractors may be able to account for such pass-through
admissions on a defined contribution basis and therefore no formal FRS102 / IAS19 report may be required.
Contractors are effectively paying a fixed rate and are largely indemnified from the risks inherent in providing
defined benefit pensions. Contractors should clarify this with their auditors.

As the letting authority retains most of the pension fund risk relating to contractors, it is the administering
authority’s understanding that these liabilities (and assets) should be included in the letting authority’s FRS102 /
IAS19 disclosures.

The above is the default approach unless the administering authority is otherwise notified. Contractors should
clarify the treatment of pension costs with their auditors.

F7 Application
Letting authorities may request terms which differ from those set out in this policy and any such request will be
considered by the Administering authority.

All existing admission agreements (i.e. which commenced prior to the effective date of this policy) are
unaffected by this policy.

F8 Process

The procurement department at each letting authority that has responsibility for staff/service outsourcing must
be advised of this policy. The process detailed below must be adhered to by the letting authority and (where
applicable) the winning bidder.

o Tender Notification - The letting authority should publicise this pass-through policy as part of its tender
process to bidders.

+ Initial notification to Pension Team — The letting authority should contact the administering authority
when a tender (or re-tender) of an outsourcing contract is taking place and staff (or former staff) are
impacted. The administering authority must be advised prior to the start of the tender and the letting
authority must also confirm that the terms of this policy have been adhered to.

e Confirmation of winning bidder — The letting authority should immediately advise the administering
authority of the winning bidder.

¢ Request for winning bidder to become an admitted body — The winning bidder (in combination with
the letting authority), should request to the administering authority that it wishes to become an admitted
body within the Fund.

e Template admission agreement — a standard pass-through admission agreement will be used for
admissions under this policy. It will set out all agreed points relating to the employer contribution rate,
employer funding responsibilities, and exit conditions. Only in exceptional circumstances, and only with
the prior agreement of the Administering authority, will the wording within the standard agreement be
changed. All admission agreements must be reviewed (including any changes) by the administering
authority.
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¢ Signed admission agreement — A fully executed admission agreement must be in place before the
fund will accept contributions. If the admission is not in place prior to the start of the contract a back
dated payment of contributions may be accepted at the discretion of the Administering Authority.

F9 Cost
The letting authority will be liable to meet any costs incurred by the administering authority for work relating to
pass-through arrangements which includes (but is not limited to) any actuarial and legal fees.

F10 Related Policies
The fund’s approach to setting regular employer contribution rates is set out in the Funding Strategy Statement,
specifically “Section 2 — How does the fund calculate employer contributions?”.

The treatment of new employers joining the fund is set out in the in the Funding Strategy Statement, specifically
“Section 5 — What happens when an employer joins the fund?”

The treatment of employers exiting the fund is set out in the in the Funding Strategy Statement, specifically
“Section 7 — What happens when an employer leaves the fund?”
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Appendix G — Bulk transfers

Effective date of policy 1 April 2023
Date approved 21 March 2023
Next review 1 April 2025
Summary of changes from previous policy n/a

G1 Introduction
The purpose of this policy is to set out the administering authority’s approach to dealing with the bulk transfer of
scheme member pension rights into and out of the fund in prescribed circumstances.

It should be noted that this statement is not exhaustive and individual circumstances may be taken into
consideration where appropriate.

G2 Aims and Objectives
The administering authority’s aims and objectives related to this policy are as follows:

o Bulk transfers out of the fund do not allow a deficit to remain behind unless a scheme employer is
committed to funding this; and

o Bulk transfers received by the fund must be sufficient to pay for the benefits being awarded to the
members, again with the scheme employer making good any shortfall where necessary.

Bulk transfer requests will be considered on a case-by-case basis.

G3 Background
Bulk transfers into and out of the fund can occur for a variety of reasons, such as:

e where an outsourcing arrangement is entered into and active fund members join another LGPS fund, or
leave the LGPS to join a broadly comparable scheme;

e where an outsourcing arrangement ceases and active scheme members re-join the fund from another
LGPS fund or a broadly comparable scheme;

¢ where there is a reorganisation of central government operations (transfers in from, or out to, other
government sponsored schemes);

e where there is a reorganisation or consolidation of local operations (brought about by, for example, local
government shared services, college mergers or multi-academy trust consolidations); or

e a national restructuring resulting in the admission of an employer whose employees have LGPS service
in another LGPS fund, or vice versa.

Unlike bulk transfers out of the LGPS, there is no specific regulatory provision to allow for bulk transfers into the
LGPS. As a result, any transfer value received into the LGPS, whether on the voluntary movement of an
individual or the compulsory transfer of employees, must be treated the same way as individual transfers.
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G4 Guidance and regulatory framework
Local Government Pension Scheme Regulations

When considering any circumstances involving bulk transfer provisions, the administering authority will always
ensure adherence to any overriding requirements set out in the Local Government Pension Scheme
Regulations 2013 (as amended), including:

e Regulation 98 — applies on transfer out to non-LGPS schemes. It allows for the payment of a bulk
transfer value where at least two active members of the LGPS cease scheme membership and join
another approved pension arrangement.

¢ Regulation 99 - gives the LGPS actuary discretion as to the choice of method of calculation used to
calculate the bulk transfer value.

e Regulation 100 — allows an individual who holds relevant pension rights under a previous employer to
request to be admitted for past service into the LGPS. Members wishing to transfer in accrued rights
from a Club scheme (that is schemes with benefits broadly similar to those of the LGPS), who request
to do so within 12 months of joining their new LGPS employment, must be granted their request. For
members with “non-Club” accrued rights the LGPS fund does not have to grant the request. Any
request must be received in writing from the individual within 12 months of active employment
commencing or longer at the discretion of the employer and the administering authority.

e Regulation 103 - states that any transfer between one LGPS fund and another LGPS fund (in England
and Wales) where ten or more members elect to transfer will trigger bulk transfer negotiations between
fund actuaries.

Best Value authorities

The Best Value Authorities Staff Transfers (Pensions) Direction 2007 applies to all “Best Value Authorities” in
England. Best Value Authorities include all county, district, and borough councils in England, together with
police and fire and rescue authorities, National Park Authorities, and waste disposal authorities. The Direction:

e requires the contractor to secure pension protection for each transferring employee through the
provision of pension rights that are the same as or are broadly comparable to or better than those they
had as an employee of the authority, and

e provides that the provision of pension protection is enforceable by the employee.

The Direction also requires similar pension protection in relation to those former employees of an authority, who
were transferred under TUPE to a contractor, in respect of any re-tendering of a contract for the provision of
services (i.e. second and subsequent rounds of outsourcing).

Academies and multi-academy trusts

New Fair Deal guidance, introduced in October 2013, applies to academies and multi-academy trusts. It
requires that, where they outsource services, they ensure pension protection for non-teaching staff transferred
is achieved via continued access to the LGPS. As a result the fund would not expect to have any bulk transfers
out of the LGPS in respect of outsourcings from academies or multi-academy trusts.

Other employers

For all scheme employers that do not fall under the definition of a Best Value Authority or are not an academy
(i.e. town and parish councils, arms-length organisations, further and higher education establishments, charities,
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and other admission bodies), and who are not subject to the requirements of Best Value Direction or new Fair
Deal guidance, there is no explicit requirement to provide pension protection on the outsourcing or insourcing of
services. However, any successful contractor is free to seek admission body status in the fund, subject to
complying with the administering authority’s requirements (e.g. having a bond or guarantor in place).

The old Fair Deal guidance may still apply to a specific staff transfer if permitted by the new Fair Deal guidance
or if outside the coverage of the new Fair Deal guidance. (If the individual remains in their original scheme then
their past service rights are automatically protected). In the absence of a bulk transfer agreement the
administering authority would not expect to pay out more than individual Cash Equivalent Transfer Value
(CETV) amounts, in accordance with appropriate Government Actuary’s Department (GAD) guidance.

G5 Statement of principles
This statement of principles covers bulk transfer payments into and out of the fund. Each case will be treated on
its own merits alongside appropriate actuarial advice, but in general:

e Where a group of active scheme members joins (or leaves) the fund, the administering authority’s objective
is to ensure that sufficient assets are received (or paid out) to meet the cost of providing those benefits.

e Ordinarily the administering authority’s default approach for bulk transfers out (or in) will be to propose (or
accept) that the transfer value is calculated using ongoing assumptions based on the employer’s share of
fund assets (capped at 100% of the value of the liabilities). The fund will retain the discretion to amend the
bulk transfer basis to reflect the specific circumstances of each transfer — including (but not restricted to):

o the use of cessation assumptions where unsecured liabilities are being left behind;

o where a subset of an employer's membership is transferring (in or out), the fund may consider an
approach of calculating the bulk transfer payment as the sum of CETVs for the members concerned; or

o where transfer terms are subject to commercial factors.

e Where an entire employer is transferring in or out of the fund the bulk transfer should equal the asset share
of the employer in the transferring fund regardless of whether this is greater or lesser than the value of past
service liabilities for members.

e There may be situations where the fund accepts a transfer in amount which is less than required to fully
fund the transferred in benefits on the fund’s ongoing basis (e.g. where the employer has suitable strength
of covenant and commits to meeting that shortfall over an appropriate period). In such cases the
administering authority reserves the right to require the receiving employer to fund this shortfall (either by
lump sum or by increasing in ongoing employer contributions) ahead of the next formal valuation.

e Any shortfall between the bulk transfer payable by the fund and that which the receiving scheme is prepared
to accept must be dealt with outside of the fund, for example by a top up from the employer to the receiving
scheme or through higher ongoing contributions to that scheme.

e Service credits granted to transferring scheme members should fully reflect the value of the benefits being
transferred, irrespective of the size of the transfer value paid or received.

G6 Policy
The following summarises the various scenarios for bulk transfers in or out of the fund, together with the
administering authority’s associated policies.
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Inter-fund transfer (transfer between the fund and another LGPS fund)

Bulk transfer

Scenario mechanism Policy Methodology
On receipt of a transfer value (calculated
<10 members — CETVs in accordance with GAD in line with the CETV.transfer out
GAD guidance quidance. formulae), the fgnd will gward the
member a pension credit on a day-for-day
basis.
Where agreement can be reached, The fund's default policy is to accept a
the fund and the transferring fund transfer value that is at least equal to the
(and their two actuaries) may agree to total of the individual CETVs calculated
a negotiated bulk transfer using the Club transfer-out formulae. The
arrangement. However, where fund will consult with the scheme
agreement cannot be reached: employer whose funding position will be
impacted by the transfer before agreeing
Actives only transferring: to a negotiated bulk transfer arrangement.
In 10 or more members  cetyvs in accordance with GAD
Eegulation 103 of the guidance using transferring fund’s Pension credits will be awarded to the
Local actual fund returns for roll up to date transferring members on a day-for-day
Government of payment (rather than the interest basis.
Pension Scheme applied for standard CETV’s). This will
Regulations 2013 be capped at 100% of the liabilities,
calculated on an ongoing basis at the
transfer date.
All members transferring (i.e. all
actives, deferred and pensioners):
Receive all assets attributable to the
membership within the transferring
scheme.
<10 members — . . The transfer value paid to the receiving
GAD guidance gli;—;/r?cz accordance with GAD fund will be calculated in line with the
) CETV transfer-out formulae.
10 or more members ~ Where agreement can be reached, The fund's default policy is to offer a
- the fund and the receiving fund (and transfer value that is equal to the total of
Regulation 103 of the  their two actuaries) may agree to a the individual CETV calculated using the
Local negotiated bulk transfer arrangement.  Club transfer-out formulae. The fund will
Government However, where agreement cannot be consult with the scheme employer whose
Pension Scheme reached: funding position will be impacted by the
Regulations 2013 transfer before agreeing to a negotiated
Actives only transferring (i.e. bulk transfer arrangement.
remaining members left behind):
CETV in accordance with GAD The fund retains discretion to amend this
guidance using transferring fund’s to reflect specific circumstances of the
out actual fund returns for roll-up to date situation.

of payment (rather than the interest
applied for standard CETV'’s).

All actives transferring (i.e.
deferred and pensioner members
left behind):

Assets will be retained by the fund to
cover the liabilities of the deferred and
pensioner members calculated using

the fund’s cessation assumptions. The
residual assets will then be transferred

to the receiving scheme.

All members transferring (i.e. all
actives, deferred and pensioners):
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nari . Poli Meth |
Scenario mechanism olicy ethodology
Transfer all assets attributable to the
membership to the receiving scheme.
Club Scheme
. Bulk transfer .
Scenario . Policy Methodology
mechanism
Club Memorandum The Club mechanism ensures the pension The pension credit awarded to
credit in the fund provides actuarially members transferring in will be
In equivalent benefits. calculated in line with the Club
transfer-in formulae.
Regulation 98 of the Where agreement can be reached, the fund The fund's default policy is to
Local and the receiving scheme (and their two offer the receiving scheme
Government Pension ~ actuaries) may agree to a negotiated bulk transfers out calculated using
Scheme Regulations ~ transfer arrangement. ongoing assumptions based on
2013 o the ceding employer’s share of
Out r fund assets (capped at 100% of
or the liability value).
Where agreement cannot be reached, revert e liability value)
Club Memorandum to the Club tra'nsfgr out fqrmulae in Discretion exists to amend this
accordance with GAD guidance. to reflect specific
circumstances of the situation.
Admin

Broadly Comparable Scheme or non-Club scheme

Bulk transfer

Scenario mechanism Policy Methodology
GAD guidance Non-Club transfer in formulae in accordance  The pension credit awarded to
with GAD guidance members transferring in will be
calculated in line with the non-
Club transfer in formulae.
In
1 member only — CETV in accordance with GAD guidance The transfer value paid to the
GAD guidance receiving scheme will be
calculated in line with the
CETV transfer-out formulae.
2 or more members — Where agreement can be reached, the fund The fund's default policy is to
Regulation 98 of the and the receiving scheme (and their two offer the receiving scheme
Out Local actuaries) may agree to a negotiated bulk transfers out calculated in line
Government transfer arrangement. with the CETV transfer-out
Pension Scheme formulae.
Regulations 2013 Or

Where agreement cannot be reached, revert
to cash equivalent transfer values under
GAD guidance

The fund retains discretion to
amend this to reflect specific
circumstances of the situation.
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G7 Practicalities and process
Format of transfer payment

Ordinarily payment will be in cash.

A deduction from the bulk transfer will be made for any administration, legal and transaction costs incurred by
the fund as a result of having to disinvest any assets to meet the form of payment that suits the receiving
scheme.

Impact on transferring employer

Any transfer out or in of pension rights may affect the valuation position of the employer and consequently their
individual contribution rate.

The fund will agree with the transferring employer how this change is dealt with. Though it is likely this will be
through adjustments to its employer contribution rate, the fund may require a lump sum payment or instalments
of lump sums to cover any relative deterioration in past service funding position, for example where the
deterioration in position is a large proportion of its total notional assets and liabilities. Where the transfer is small
relative to the employer’s share of the fund, any adjustment may be deferred to the next valuation.

Consent

Where required within the Regulations, for any bulk transfer the administering authority will ensure the
necessary consent is obtained from each individual eligible to be part of the transfer.

Approval process
The fund will normally agree to bulk transfers into or out of the fund where this policy is adhered to.
Non-negotiable

It should be noted that, as far as possible, the fund’s preferred terms on bulk transfers are non-negotiable. Any
differences between the value the fund is prepared to pay (or receive) and that which the other scheme involved
is prepared to accept (or pay) should be dealt with by the employers concerned outside the fund.

Costs

Actuarial and other professional costs will be recharged to the employer.
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Appendix H — Salary strain policy

Effective date of policy 1 April 2023
Date approved 21 March 2023
Next review 1 April 2025
Summary of changes from previous policy n/a

H1 Introduction

The purpose of this policy is to set out the administering authority’s approach to monitoring the strain on the
fund if employers award salary increases that are higher than assumed at the most recent valuation.

H2 Aims and objectives
The administering authority’s aims and objectives related to this policy are as follows:

o Employers with final salary linked benefits increasing faster than expected will meet the additional cost
on an annual basis

e The fund is protected from employers not able to meet additional pension costs at each triennial
valuation arising from higher-than-assumed salary growth.

H3 Background

New benefits earned by active members are revalued in line the Consumer Price Index (CPI) and determined by
the regulations. Members with benefits accrued before 1 April 2014 maintain a link to their final salary until they
leave the scheme or retire. At each valuation the fund actuary values these final salary linked benefits using an
assumption about the rate of salary increases relative to CPI, plus a promotional salary scale.

If salary increases are higher in any year than assumed for the year (using the ongoing inflation assumption,
updated for current market conditions) then the value of the liability associated with those benefits will be higher
than expected. This is called salary growth strain. It is related solely to the final salary linked benefits of
active members. In isolation, this worsens the employer’s funding position, and the shortfall has to be
recovered through higher employer contributions.

This shortfall may be revalued at each actuarial valuation but this creates a risk for the fund that the employer is
not able to meet the higher costs from that point. Instead, the employer will be asked to make salary growth
strain payments on an annual basis, if necessary, to minimise the likelihood of an unmanageable deficit
accumulating.

H5 Statement of Principles
The fund will monitor the actual salary increases awarded by each participating employer.

o the employer will be required to pay any salary growth strain as an immediate lump sum payment.

o if salary growth has been lower than expected then there will be no payment or refund of contributions
to the employer.

o if salary growth in a year has been lower than expected then the (negative) salary growth strain may be
offset against any future year up to the next actuarial valuation date.

o if the overall impact of salary growth between valuations is a gain (i.e. a lower liability) then this will be
reflected in the overall funding position at the next actuarial valuation, contributing towards a reduction
in the total contribution rate (all other things being equal).
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H6 Policy
The salary growth assessment will be carried out for each financial year, i.e. 1 April to 31 March.

All employers are covered by the salary growth strain mechanism and will be required to make a strain payment
if requested.

H7 Practicalities and process

The administering authority will provide membership data to the fund actuary for all members who have been
active in the Fund over the year. The actuary will compare each member’s salary at the assessment date to the
salary at the previous assessment date, allowing for part years where necessary.

The fund actuary considers both the inflationary element of salary growth and the impact of the promotional
salary scale. The inflationary growth element will be based on the level of CPI inflation over the financial year
plus the margin used at the previous actuarial valuation. The promotional growth element will be that used at the
previous actuarial valuation.

The fund actuary will calculate the salary growth strain for each applicable employer and the administering
authority will typically recharge the strain amount to each affected employer. The strain amount will be notified
to each employer in the fourth quarter of the financial year, and the employer will make the payment within one
month. The recharged amount will be offset against any negative salary strain calculated in a previous year, as
long as the previous year started after the most recent actuarial valuation.

In the interests of efficiency, the administering authority retains the discretion not to recharge de-minimis
amounts.

H8 Costs
The cost of operating the salary growth strain mechanism is met by the administering authority as part of its
operating costs.
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Appendix | — Academies and Free Schools

Effective date of policy 1 April 2023
Date approved 21 March 2023
Next review 1 April 2025
Summary of changes from previous policy n/a

1 Introduction
The purpose of this policy is to set out the administering authority’s funding principles relating to academies,
including free schools, and Multi-Academy Trusts (MATS).

12 Aims and Objectives
The administering authority’s objectives related to this policy are as follows:

e to state the approach for the treatment and valuation of academy liabilities and asset shares on
conversion from a local maintained school, if establishing as a new academy or when joining or leaving
a MAT

e to state the approach for setting contribution rates for academies and MATs
e to outline the responsibilities of academies seeking to consolidate
e to outline the responsibilities of academies when outsourcing

13 Background
As described in section 5.2 new academies join the fund on conversion from a local authority school or on
creation of new provision. For funding purposes the standard approach is for academies to become stand-alone

14 Guidance and regulatory framework
The Local Government Pension Scheme Regulations 2013 (as amended) contains general guidance on
Scheme employers’ participation within the fund which may be relevant but is not specific to academies.

There is currently a written ministerial guarantee of academy LGPS liabilities, which was reviewed in 2022. This
has been further supplemented by the ‘DfE Academy Trust LGPS Guarantee policy’ of May 2023 (which can be
viewed on the GOV.UK website at DfE local government pension scheme guarantee for academy trusts:
pensions policy for outsourcing arrangements - GOV.UK (www.gov.uk)

Academy guidance from the Department for Education and the Department for Levelling Up, Housing and
Communities may also be relevant.

I5 Statement of Principles
This Statement of Principles covers the fund’s approach to funding academies and MATs. Each case will be
treated on its own merits but in general:

o the fund will seek to apply a consistent approach to funding academies that achieves fairness to the
ceding local education authority, MATs and individual academies.

e academies must consult with the fund prior to carrying out any outsourcing activity, including
pass-through arrangements. The fund expects academies to ensure that any outsourcing complies with
the requirements set out in the ‘DfE Academy Trust LGPS Guarantee policy’ and confirm to the Fund
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that the requirements are met. Where the Guarantee policy terms cannot be met, and no suitable
alternative is agreed, the fund may refuse admission of the contractor as an admission body

e the fund’s current approach is to treat all academies within a MAT as separate employers, each
retaining their own pension risks.

16 Policies
Admission to the fund

As set out in section 5.2.
Asset allocation on conversion

New academies will be allocated an asset share based on the estimated funding level of the ceding local
education authority’s (LEA) active members, having first allocated the LEA’s assets to fully fund its deferred and
pensioner members. This funding level will then be applied to the transferring liabilities to calculate the
academy’s initial asset share, capped at a maximum of 100%. All liabilities will be assessed on the ongoing
funding basis.

Contribution rate
See section 5.2.

17 Multi-academy trusts
Asset tracking

The fund’s current policy is to individually track the asset shares of each academy within the fund.
Academies leaving a MAT (but continuing as an employer)

As set out in section 5.2, if an academy leaves one MAT and joins another in the Norfolk Pension Fund, all
active, deferred and pensioner members transfer to the new MAT (or to the SAT if becoming a standalone
academy). The individual asset share of that academy (as tracked individually) will be transferred to the new
MAT in full, noting that this may be more (or less) than 100% of the transferring liabilities.

I8 Merging of MATs (contribution rates)

If two MATSs in the fund merge during the period between formal valuations, the new merged MAT will pay the
weighted average of the two certified individual MAT rates until the rates are reassessed at the next formal
valuation.

Alternatively, as set out in the fund’s contribution review policy (section 2.5) and per Regulation 64 A (1)(b) (iii)
the MAT may ask for a contribution review to be carried out. The MAT would be liable for the costs of this
review.

19 Cessations of academies and multi-academy trusts

A cessation event will occur if a current academy or MAT ceases to exist, either as an entity or as an employer
in the fund.

The cessation approach will depend on the circumstances:

° If the cessation event occurs due to an academy or MAT merging with another academy or MAT within
the fund, all assets, and liabilities from each of the merging entities will be combined and will become the
responsibility of the new merged entity.
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° If the MAT is split to become/join more than one new/existing employer within the fund, the actuary will
calculate a split of the assets and liabilities to be transferred from the exiting employer to the new
employers as described in section 17.

° In all other circumstances, and following payment of any cessation debt, the ceasing academy or MAT
would be treated the same as any other employer, as described in section 7.5.

110 Academy consolidations
If an academy or MAT is seeking to merge with another MAT outside of the fund they would need to seek
approval from the secretary of state to consolidate their liabilities (and assets) into one LGPS fund.

The fund will generally consider receiving additional academies into the fund as part of a consolidation exercise
and will not generally object to academies leaving the fund as part of a logical consolidation exercise.

The fund expects the deferred and pensioner members of any consolidating academy to transfer along with the
active members. The academy will transfer out with their own share of the fund assets at the date of transfer. If
in surplus; the asset share will not be capped at 100% of the liabilities; if in deficit, the academy will not be
required to restore the asset share to 100% of the liabilities before the transfer takes place.

The fund will provide the necessary administrative assistance to academies seeking to consolidate into another
LGPS fund. However, the academy (or MAT) will be fully liable for all actuarial, professional, and administrative
costs.

111 Outsourcing

An academy (or MAT) may outsource or transfer a part of its services and workforce to another employer. The
employer makes an admission agreement with the fund and becomes a new participating fund employer for the
duration of the contract and transferring employees remain eligible for LGPS membership.

The contractor will pay towards the LGPS benefits accrued by the transferring members for the duration of the
contract, but ultimately the obligation to pay for these benefits will revert to the academy (or MAT) at the end of
the contract.

The contribution rate payable by the contractor will be set in line with the policy contained in Appendix F.

It is critical for any academy (or MAT) considering any outsourcing to contact the fund initially to fully understand
the administrative and funding implications. The academy should also read and fully understand the fund’s
admissions / pass-through policy.

Academies must ensure that the requirements set out in the ‘DfE Academy Trust LGPS Guarantee policy’ are
met before completing an outsourcing. Where the Guarantee policy terms cannot be met, and no suitable
alternative is agreed, the fund may refuse the contractor entry to the fund as an admission body

112 Accounting

Academies (or MATs) may choose to prepare combined FRS102 disclosures (e.g. for all academies within a
MAT). Any pooling arrangements for accounting purposes may be independent of the funding arrangements
(e.g. academies may be pooled for contribution or funding risks but prepare individual disclosures, or vice
versa).

Each academy or MAT remains responsible for communicating their own accounting requirements to the fund
actuary (or other provider) that is preparing their FRS102 disclosure. . The academy (or MAT) will meet all
actuarial, professional, and additional administrative costs, including the cost of providing any information to
their auditors.
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Appendix J — Contribution reviews

Effective date of policy 1 April 2023
Date approved 21 March 2023
Next review 1 April 2025
Summary of changes from previous policy n/a

J1 Introduction
The purpose of this policy is to set out the administering authority’s approach to reviewing contribution rates
between triennial valuations.

It should be noted that this statement is not exhaustive and individual circumstances may be taken into
consideration where appropriate.

J2 Aims and objectives
The administering authority’s aims and objectives related to this policy are as follows:

e To provide employers with clarity around the circumstances where contribution rates may be reviewed
between valuations.

e To outline specific circumstances where contribution rates will not be reviewed.

J3 Background
The Fund may amend contribution rates between valuations for ‘significant change’ to the liabilities or covenant
of an employer.

Such reviews may be instigated by the fund or at the exceptional request of a participating employer.
Any review may lead to a change in the required contributions from the employer.

J4 Guidance and regulatory framework
Regulation 64 of the Local Government Pension Scheme Regulations 2013 (as amended) sets out the way in
which LGPS funds should determine employer contributions, including the following;

¢ Regulation 64 (4) — allows the administering authority to review the contribution rate if it becomes likely
that an employer will cease participation in the fund, with a view to ensuring that the employer is fully
funded at the expected exit date.

e Regulation 64A - sets out specific circumstances where the administering authority may revise
contributions between valuations (including where a review is requested by one or more employers).

This policy also reflects statutory guidance from the Department for Levelling Up, Housing and Communities on
preparing and maintaining policies relating to the review of employer contributions. Interested parties may want
to refer to an accompanying guide that has been produced by the Scheme Advisory Board.

J5 Statement of principles
This statement of principles covers review of contributions between valuations. Each case will be treated on its
own merits, but in general:

e The administering authority intends to review contributions only in the most exceptional circumstances
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An employer can request a review but must provide evidence of why a review may be justified along
with the initial request

The administering authority reserves the right to review contributions in line with the provisions set out
in the LGPS Regulations.

The decision to make a change to contribution rates rests with the administering authority, subject to
consultation with employer(s) during the review period.

Full justification for any change in contribution rates will be provided to employer(s).
Advice will be taken from the fund actuary in respect of any review of contribution rates.

Any revision to contribution rates will be reflected in the Rates & Adjustment certificate.

J6 Policy
Circumstances for review

The fund would consider the following circumstances as a potential trigger for review:

in the opinion of an administering authority there are circumstances which make it likely that an
employer (including an admission body) will become an exiting employer sooner than anticipated at the
last valuation;

an employer is approaching exit from the fund within the next two years and before completion of the
next triennial valuation;

there are changes to the benefit structure set out in the LGPS Regulations which have not been allowed
for at the last valuation;

it appears likely to the administering authority that the amount of the liabilities arising or likely to arise for
an employer or employers has changed significantly since the last valuation;

it appears likely to the administering authority that there has been a significant change in the ability of
an employer or employers to meet their obligations (e.g. a material change in employer covenant, or
provision of additional security).

it appears to the administering authority that the membership of the employer has changed materially
such as bulk transfers, significant reductions to payroll or large-scale restructuring; or

where an employer has failed to pay contributions or has not arranged appropriate security as required
by the administering authority.

Employer requests

The administering authority will only consider a request from an employer to review contributions in exceptional
circumstances. The employer must set out the reasoning for the review (which would be expected to fall into
one of the above categories, such as a belief that their covenant has changed materially, or they are going
through a significant restructuring impacting their membership).

The administering authority will require additional information to support a contribution review made at the
employer’s request. The specific requirements will be confirmed following any request and this is likely to
include the following:
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e acopy of the latest accounts;

e details of any additional security being offered (which may include insurance certificates);
e budget forecasts; and/or

¢ information relating to sources of funding.

The costs incurred by the administering authority in carrying out a contribution review (at the employer’s
request) will be met by the employer. These will be confirmed upfront to the employer prior to the review taking
place.

J7 Other employers
When undertaking any review of contributions, the administering authority will also consider the impact of a
change to contribution rates on other fund employers. This will include the following factors:

e The existence of a guarantor.

e The amount of any other security held.

e The size of the employer’s liabilities relative to the whole fund.

e The administering authority will consult with other fund employers as necessary.

J8 Effect of market volatility
Except in circumstances such as an employer nearing cessation, the administering authority will not consider
market volatility or changes to asset values as a basis for a change in contributions outside a formal valuation.

J9 Documentation
Where revisions to contribution rates are necessary, the fund will provide the employer with a note of the
information used to determine these, including:

Explanation of the key factors leading to the need for a review of the contribution rates, including, if appropriate,
the updated funding position.

A note of the new contribution rates and effective date of these.

Details of any processes in place to monitor any change in the employer’s circumstances (if appropriate),
including information required by the administering authority to carry out this monitoring.

The Rates & Adjustments certificate will be updated to reflect the revised contribution rates.

J10 Related Policies
The fund’s approach to setting employer contribution rates is set out within this Funding Strategy Statement,
specifically “Section 2 — How does the fund calculate employer contributions?”.
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Appendix K - Employer exits

Effective date of policy 1 April 2023
Date approved 21 March 2023
Next review 1 April 2025
Summary of changes from previous policy n/a

K1 Introduction
The purpose of this policy is to set out the administering authority’s approach to dealing with circumstances
where a scheme employer leaves the fund and becomes an exiting employer (a cessation event).

It should be noted that this policy is not exhaustive. Each cessation will be treated on a case-by-case basis.
However, certain principles will apply as governed by the regulatory framework (see below) and the fund’s
discretionary policies.

K2 Aims and Objectives
The administering authority’s aims and objectives related to this policy are as follows:

e To confirm the approach for the treatment and valuation of liabilities for employers leaving the fund.

e To provide information about how the fund may apply its discretionary powers when managing employer
cessations.

e To outline the responsibilities of (and flexibilities for) exiting employers, the administering authority, the
actuary and, where relevant, the original ceding scheme employer (usually a letting authority).

K3 Background

As described in section 7, a scheme employer may become an exiting employer when a cessation event is
triggered e.g. when the last active member stops participating in the fund. On cessation from the fund, the
administering authority will instruct the fund actuary to carry out a valuation of assets and liabilities for the
exiting employer to determine whether a deficit or surplus exists. The fund has full discretion over the repayment
terms of any deficit, and the extent to which any surplus results in the payment of an exit credit.

K4 Guidance and regulatory framework
The Local Government Pension Scheme Regulations 2013 (as amended) contain relevant provisions regarding
employers leaving the fund (Regulation 64) and include the following:

e Regulation 64 (1) — this regulation states that, where an employing authority ceases to be a scheme employer,
the administering authority is required to obtain an actuarial valuation of the liabilities of current and former
employees as at the termination date. Further, it requires the Rates & Adjustments Certificate to be amended
to show the revised contributions due from the exiting employer

e Regulation 64 (2) — where an employing authority ceases to be a scheme employer, the administering
authority is required to obtain an actuarial valuation of the liabilities of current and former employees as at the
exit date. Further, it requires the Rates & Adjustments Certificate to be amended to show the exit payment
due from the exiting employer or the excess of assets over the liabilities in the fund.

¢ Regulation 64 (2ZAB) — the administering authority must determine the amount of an exit credit, which may

be zero, taking into account the factors specified in paragraph (2ZC) and must:
a) Notify its intention to make a determination to-
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(i) The exiting employer and any other body that has provided a guarantee to the Exiting Employer
(i) The scheme employer, where the exiting employer is a body that participated in the Scheme as
a result of an admission agreement
b) Pay the amount determined to that exiting employer within six months of the exit date, or such longer
time as the administering authority and the exiting employer agree.

e Regulation (2ZC) — In exercising its discretion to determine the amount of any exit credit, the administering
authority must have regard to the following factors-

a) The extent to which there is an excess of assets in the fund relating to that employer in paragraph
(2)(a)

b) The proportion of this excess of assets which has arisen because of the value of the employer’s
contributions

c) Any representations to the administering authority made by the exiting employer and, where that
employer participates in the scheme by virtue of an admission agreement, any body listed in
paragraphs (8)(a) to (d)(iii) of Part 3 to Schedule 2 of the Regulations: and

d) Any other relevant factors

¢ Regulation 64 (2A) & (2B)- the administering authority, at its discretion, may issue a suspension notice to
suspend payment of an exit amount for up to three years, where it reasonably believes the exiting employer
is to have one or more active members contributing to the fund within the period specified in the suspension
notice.

e Regulation 64 (3) — in instances where it is not possible to obtain additional contributions from the employer
leaving the fund or from the bond/indemnity or guarantor, the contribution rate(s) for the appropriate scheme
employer or remaining fund employers may be amended.

e Regulation 64 (4) — where it is believed a scheme employer may cease at some point in the future, the
administering authority may obtain a certificate from the fund actuary revising the contributions for that
employer, with a view to ensuring that the assets are expected to be broadly equivalent to the exit payment
that will be due.

o Regulation 64 (5) — following the payment of an exit payment to the fund, no further payments are due to the
fund from the exiting employer.

e Regulation 64 (7A-7G) — the administering authority may enter into a written deferred debt agreement,
allowing the employer to have deferred employer status and to delay crystallisation of debt despite having no
active members.

e Regulation 64B (1) — the administering authority may set out a policy on spreading exit payments.

In addition to the 2013 Regulations summarised above, Regulation 25A of the Local Government Pension Scheme
(Transitional Provisions, Savings and Amendment) Regulations 2014 (“the Transitional Regulations”) give the
fund the ability to levy a cessation debt on employers who have ceased participation in the fund (under the
previous regulations) but for whom a cessation valuation was not carried out at the time. This policy document
describes how the fund expects to deal with any such cases.

This policy also reflects statutory guidance from the Department for Levelling Up, Housing and Communities on
preparing and maintaining policies relating to employer exits. Interested parties may want to refer to an
accompanying guide that has been produced by the Scheme Advisory Board.
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These regulations relate to all employers in the fund.

K5 Statement of Principles
This Statement of Principles covers the fund’'s approach to exiting employers. Each case will be treated on its
own merits but in general:

o itis the fund’s policy that the determination of any surplus or deficit on exit should aim to minimise, as far as
is practicable, the risk that the remaining, unconnected employers in the fund have to make contributions in
future towards meeting the past service liabilities of current and former employees of employers leaving the
fund.

o the fund’s preferred approach is to request the full payment of any exit debt (an exit payment), which is
calculated by the actuary on the appropriate basis (section 7). This would extinguish any liability to the fund
by the exiting employer.

e the fund’s preferred approach is for subsumption of any remaining liabilities by another employer in the fund
i.e. a continuing employer to take over responsibility for any residual liabilities relating to the exiting
employer’s former deferred and pensioner members.

e the fund’s key objective is to protect the interests of the fund, which is aligned to protecting the interests of
the remaining employers. A secondary objective is to consider the circumstances of the exiting employer in
determining arrangements for the recovery of the exit debt.

K6 Policies
On cessation, the administering authority will instruct the fund actuary to carry out a cessation valuation to
determine whether there is any deficit or surplus as defined in section 7.

Where there is a deficit, payment of this amount in full would normally be sought from the exiting employer. The
fund’s normal policy is that this cessation debt is paid in full in a single lump sum within 28 days of the employer
being notified.

However, the fund will consider written requests from employers to spread the payment over an agreed period,
in the exceptional circumstance where payment of the debt in a single immediate lump sum could be shown by
the employer to be materially detrimental to the employer’s financial situation (see section Repayment flexibility
on exit payments below).

In circumstances where there is a surplus, the administering authority will determine, at its sole discretion, the
amount of exit credit (if any) to be paid to the exiting employer (see section Exit credits below).

K7 Approach to cessation calculations

Cessation valuations are carried out on a case-by-case basis at the sole discretion of the fund depending on the
exiting employer’s circumstances. However, in general the following broad principles and assumptions may
apply, as described in section 7.2 and summarised below:

Responsible parties for unpaid or future deficit

Type of employer Cessation exit basis emerging

Local Authorities, Police, Low risk basis' Shared between other fund employers
Fire

Colleges & Universities Low-risk basis Shared between other fund employers
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Type of employer Cessation exit basis Responsible parties for unpaid or future deficit

emerging

Academies Low-risk basis DfE guarantee may apply, otherwise see below

Designating employers? Low-risk basis Shared between other fund employers (if no
guarantor exists) in the funding pool or across all
employers

Admission bodies (CABs) Low-risk basis Shared between other fund employers (if no
guarantor exists)

Admission bodies (TABs) Ongoing basis / Letting authority (where applicable), otherwise

contractor exit basis? shared between other fund employers

"Cessation is assumed not to be generally possible, as Scheduled Bodies are legally obliged to participate in the LGPS. In
the rare event of cessation occurring (e.g. machinery of Government changes), these cessation principles would apply.

2The fund will not typically carry out a cessation valuation when a designating employer ceases, with the residual assets
and liabilities remaining in any funding pool in which the employer participated. If there is no pool, the remaining fund
employers take on responsibility for any future deficit emerging.

3Where a TAB has taken, in the view of the administering authority, action that has been deliberately designed to bring about
a cessation event (eg stopping future accrual of LGPS benefits), then the cessation valuation will be carried out on a low-risk
basis.

K8 Cessation of academies and multi-academy trusts (MATSs)

A cessation event will occur if a current academy or MATs cease to exist as an entity or an employer in the
fund.

The cessation treatment will depend on the circumstances:

o If the cessation event occurs due to an academy or MAT merging with another academy or MAT within
the fund, all assets and liabilities from each of the merging entities will be combined and will become the
responsibility of the new merged entity.

° If an academy or MAT is split into more than one new or existing employers within the fund, the actuary
will calculate a split of the assets and liabilities to be transferred from the exiting employer to the new
employers. The actuary will use their professional judgement to determine an appropriate and fair
methodology for this calculation in consultation with the administering authority.

° In all other circumstances, and following payment of any cessation debt, section 7.5 of the FSS would
apply.

Further details are included in the fund’s Academies Policy in Appendix I.

Repayment flexibility on exit payments
K9 Deferred spreading arrangement (DSA)

The fund will consider written requests from exiting employers to spread an exit payment over an agreed period,
in the exceptional circumstance where payment of the debt in a single immediate lump sum could be shown by
the employer to be materially detrimental to the employer’s financial situation.

In this exceptional case, the fund’s policy is:
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e The agreed spread period is no more than three years, but the fund could use its discretion to extend this
period.

e The fund will require some form of security from the exiting employer, or a guarantee from a suitable
employer remaining in the fund.

e The fund may consider factors such as the size of the exit payment and the financial covenant of the exiting
employer in determining an appropriate spreading period.

e The exiting employer may be asked to provide the administering authority with relevant financial information
such as a copy of its latest accounts, sources of funding, budget forecasts, credit rating (if any) etc. to help
in this determination.

e Payments due under the DSA may be subject to an interest charge.

e The fund will only consider written requests within six months of the employer exiting the fund. The exiting
employer would be required to provide the fund with detailed financial information to support its request.

e The fund would take into account the amount of any security offered and seek actuarial, covenant and legal
advice in all cases.

e The fund proposes a legal document, setting out the terms of the exit payment agreement, would be
prepared by the fund and signed by all relevant parties prior to the payment agreement commencing.

e The terms of the legal document should include reference to the spreading period, the annual payments
due, interest rates applicable, other costs payable and the responsibilities of the exiting employer during the
exit spreading period.

e Any breach of the agreed payment plan would require payment of the outstanding cessation amount
immediately.

e Where appropriate, cases may be referred to the Pensions Committee for consideration and considered on
its individual merit. Decisions may be made by the Chair in consultation with officers if an urgent decision is
required between Committee meetings. The Section 151 Officer will sign off any final decision if required to
be made between Committee meetings.

Deferred debt agreement (DDA)

The fund’s preferred policy is for the spreading of payments, as detailed above, to be followed in the exceptional
circumstances where an exiting employer is unable to pay the required cessation payment as a lump sum in full.
However, in the event that spreading of payments will create a high risk of bankruptcy for the exiting employer
or suitable security can be provided, the fund may exercise its discretion to set up a deferred debt agreement as
described in Reqgulation 64 (7A)).

The employer must meet all requirements on Scheme employers and pay the secondary rate of contributions as
determined by the fund actuary until the termination of the DDA. The fund may also review the investment
strategy for the employer as result of entering into a DDA.

The administering authority may consider a DDA in the following circumstances:

° The employer requests the fund consider a DDA.

° The employer is expected to have a deficit if a cessation valuation was carried out.
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° The employer is expected to be a going concern.

° The covenant of the employer is considered sufficient by the administering authority.
The administering authority will normally require:

° A legal document to be prepared, setting out the terms of the DDA and signed by all relevant parties prior
to the arrangement commencing.(including details of the time period of the DDA, the annual payments
due, the frequency of review and the responsibilities of the employer during the period).

° Relevant financial information for the employer such as a copy of its latest accounts, sources of funding,
budget forecasts, credit rating (if any) to support its covenant assessment.

° Security be put in place covering the employer’s deficit on their cessation basis and the fund will seek
actuarial, covenant and legal advice in all cases.

o Regular monitoring of the contribution requirements and security requirements

o All costs of the arrangement are met by the employer, such as the cost of advice to the fund, ongoing
monitoring or the arrangement and correspondence on any ongoing contribution and security
requirements.

A DDA will normally terminate on the first date on which one of the following events occurs:

o The employer enrols new active fund members.

o The period specified, or as varied, under the DDA elapses.

° The take-over, amalgamation, insolvency, winding up or liquidation of the employer.

o The administering authority serves a notice on the employer that the administering authority is reasonably

satisfied that the employer’s ability to meet the contributions payable under the DDA has weakened
materially or is likely to weaken materially in the next 12 months.

o The fund actuary assesses that the employer has paid sufficient secondary contributions to cover all (or
almost all) of the exit payment due if the employer becomes an exiting employer on the calculation date
(ie employer is now largely fully funded on their low-risk basis).

o The fund actuary assesses that the employer’s value of liabilities has fallen below an agreed de minimis
level and the employer becomes an exiting employer on the calculation date.

o The employer requests early termination of the agreement and settles the exit payment in full as
calculated by the fund actuary on the calculation date (ie the employer pays their outstanding cessation
debt on their cessation basis).

On the termination of a DDA, the employer will become an exiting employer and a cessation valuation will be
completed in line with this policy.

Exit credits

The administering authority’s entitlement to determine whether exit credits are payable in accordance with these
provisions shall apply to all employers ceasing their participation in the fund after 14 May 2018. This provision
therefore is retrospectively effective to the same extent as provisions of the Local Government Pension Scheme
(Amendment) Regulations 2020.

The administering authority will determine the amount of exit credit to be payable (noting that this could be nil).
However, in making a determination, the administering authority will take into account the following factors.
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a) the extent to which there is an excess of assets in the fund relating to the employer over and above the
liabilities specified.

b) the proportion of the excess of assets which has arisen because of the value of the employer’s
contributions.

c) any representations to the administering authority made by the exiting employer, guarantor, ceding Scheme
Employer (usually the Letting Authority) or by a body which owns, funds or controls the exiting employer; or
in some cases, the Secretary of State.

d) any other relevant factors

Admitted bodies

Vi.

Vii.

The fund will consider paying an exit credit in respect of admissions who joined the fund before 14 May
2018 unless it is subject to a risk sharing arrangement as per paragraph iii) below. Prior to this date, the
payment of an exit credit was not permitted under the Regulations and this may have been reflected in
the commercial terms agreed between the admission body and the letting authority/awarding
authority/ceding employer. This will also apply to any pre-14 May 2018 admission which has been
extended or ‘rolled over’ beyond the initial expiry date and on the same terms that applied on joining the
fund.

No exit credit will not be payable to any admission body who participates in the fund via the mandated
pass-through approach. For the avoidance of doubt, whether an exit credit is payable to any admission
body who participates in the fund via the “Letting employer retains pre-contract risks” route is subject to
its risk sharing arrangement, as per paragraph iii) below. Note that this decision remains as a discretion
by the administering authority, who will decide on a case-by-case basis.

The fund will make an exit credit payment in line with any contractual or risk sharing agreements which
specifically covers the ownership of exit credits/cessation surpluses or if the admission body and letting
authority have agreed any alternative approach (which is consistent with the Regulations and any other
legal obligations). This information, which will include which party is responsible for which funding risk,
must be presented to the fund in a clear and unambiguous document with the agreement of both the
admission body and the letting authority/awarding authority/ceding employer and within one month (or
such longer time as may be agreed with the administering authority) of the admission body ceasing
participation in the fund.

In the absence of this information or if there is any dispute from either party with regards interpretation of
contractual or risk sharing agreements as outlined in iii), the fund will withhold payment of the exit credit
until such disputes are resolved and the information is provided to the administering authority.

Where a guarantor arrangement is in place, but no formal risk-sharing arrangement exists, the fund will
consider how the approach to setting contribution rates payable by the admission body during its
participation in the fund reflects which party is responsible for funding risks. This decision will inform the
determination of the value of any exit credit payment.

If the admission agreement ends early, the fund will consider the reason for the early termination, and
whether that should have any relevance on the fund’s determination of the value of any exit credit
payment. In these cases, the fund will consider the differential between employers’ contributions paid
(including investment returns earned on these monies) and the size of any cessation surplus.

If an admission body leaves on a low-risk basis (because no guarantor is in place), then any exit credit
will normally be paid in full to the employer.
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viii. The decision of the fund is final in interpreting how any arrangement described under iii), v), vi) and vii)
applies to the value of an exit credit payment.

Scheduled bodies and designating bodies

i. Where a guarantor arrangement is in place, but no formal risk-sharing arrangement exists, the fund will
consider how the approach to setting contribution rates payable by the employer during its participation in
the fund reflects which party is responsible for funding risks. This decision will inform the determination of
the value of any exit credit payment.

ii. Where no formal guarantor or risk-sharing arrangement exists, the fund will consider how the approach to
setting contribution rates payable by the employer during its participation in the fund reflects the extent to
which it is responsible for funding risks. This decision will inform the determination of the value of any exit
credit payment.

ii. The decision of the fund is final in interpreting how any arrangement described under i) and ii) applies to the
value of an exit credit payment.

iv. If a scheduled body or designating body becomes an exiting employer due to a reorganisation, merger or
take-over, then no exit credit will be paid.

v. If a scheduled body or resolution body leaves on a low-risk basis (because no guarantor is in place), then
any exit credit will normally be paid in full to the employer.

General
i.  The fund will advise the exiting employer as well as the letting authority and/or other relevant scheme
employers of its decision to make an exit credit determination under Regulation 64.

ii. Subject to any risk sharing or other arrangements and factors discussed above, when determining the
cessation funding position the fund will generally make an assessment based on the value of contributions
paid by the employer during their participation, the assets allocated when they joined the fund and the
respective investment returns earned on both.

ii. The fund will also factor in if any contributions due or monies owed to the fund remain unpaid by the
employer at the cessation date. If this is the case, the fund’s default position will be to deduct these from
any exit credit payment.

iv. The final decision will be made by the Director of Pensions, in conjunction with advice from the fund’s
actuary and/or legal advisors where necessary, in consideration of the points held within this policy.

v. The fund accepts that there may be some situations that are bespoke in nature and do not fall into any of
the categories above. In these situations the fund will discuss its approach to determining an exit credit with
all affected parties. The decision of the fund in these instances is final.

vi. The guidelines above at point v) in the ‘Admitted bodies’ section, and at points i) and ii) in the ‘Scheduled
bodies and designating bodies’ section, make reference to the fund ‘considering the approach to setting
contribution rates during the employer’s participation’. The different funding approaches, including the
parameters used and how these can vary based on employer type, are covered in detail in Table 2 (section
2.3). Considering the approach taken when setting contribution rates of the exiting employer may help the
fund to understand the extent to which the employer is responsible for funding the underlying liabilities on
exit. For example, if contribution rates have always been based on ongoing assumptions then this may
suggest that these are also appropriate assumptions for exit credit purposes (subject to the other
considerations outlined within this policy). Equally, a shorter or longer than usual funding time horizon or
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lower than usual probability of success parameter may reflect underlying commercial terms about how
responsibility for pension risks is split between the employer and its guarantor. For the avoidance of doubt,
each exiting employer will be considered in the round alongside the other factors mentioned above.

Disputes

In the event of any dispute or disagreement on the amount of any exit credit paid and the process by which that
has been considered, the appeals and adjudication provisions contained in Regulations 74-78 of the LGPS
Regulations 2013 would apply.

Practicalities and process
Responsibilities of ceasing employers

An employer which is aware that its participation in the fund is likely to come to an end must:

e advise the fund, in writing, of the likely ending of its participation (either within the terms of the admission
agreement in respect of an admission body (typically a three month notice period is required) or otherwise
as required by the Regulations for all other scheme employers). It should be noted that this includes closed
employers where the last employee member is leaving (whether due to retirement, death or otherwise
leaving employment).

e provide any relevant information on the reason for leaving the fund and, where appropriate, contact
information in the case of a take-over, merger or insolvency.

e provide all other information and data requirements as requested by the administering authority which are
relevant, including in particular any changes to the membership which could affect the liabilities (eg salary
increases and early retirements) and an indication of what will happen to current employee members on
cessation (eg will they transfer to another fund employer, will they cease to accrue benefits within the fund,
etc.).

Responsibilities of Administering Authority
The administering authority will:
e gather information as required, including, but not limited to, the following:

- details of the cessation - the reason the employer is leaving the fund (ie end of contract, insolvency,
merger, machinery of government changes, etc.) and any supporting documentation that may have
an effect on the cessation.

- complete membership data for the outgoing employer and identify changes since the previous
formal valuation.

- the likely outcome for any remaining employee members (eg will they be transferred to a new
employer, or will they cease to accrue liabilities in the fund).

o identify the party that will be responsible for the employer’s deficit on cessation (ie the employer itself, an
insurance company, a receiver, another fund employer, guarantor, etc.).

e commission the fund actuary to carry out a cessation valuation under the appropriate regulation.

e where applicable, discuss with the employer the possibility of paying adjusted contribution rates that target a
100% funding level by the date of cessation through increased contributions in the case of a deficit on the
cessation basis or reduced contributions in respect of a surplus.
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o where applicable, liaise with the original ceding employer or guarantor and ensure it is aware of its
responsibilities, in particular for any residual liabilities or risk associated with the outgoing employer’s
membership.

¢ having taken actuarial advice, notify the employer and other relevant parties in writing of the payment
required in respect of any deficit on cessation and pursue payment.

Payment of an exit credit

o If the actuary determines that there is an excess of assets over the liabilities at the cessation date, the
administering authority will act in accordance with the exit credit policy above. If payment is required, the
administering authority will advise the exiting employer of the amount due to be repaid and seek to make
payment within six months of the exit date. However, in order to meet the six month timeframe, the
administering authority requires prompt notification of an employers’ exit and all data requested to be
provided in a timely manner. The administering authority is unable to make any exit credit payment until i
has received all data requested.

ND

t

¢ At the time this policy was produced, the fund has been informed by HMRC that exit credits are not subject
to tax. However, all exiting employers must seek their own advice on the tax and accounting treatment of

any exit credit.
Responsibilities of the actuary
Following commission of a cessation valuation by the administering authority, the fund actuary will:

e calculate the surplus or deficit attributable to the outgoing employer on an appropriate basis, taking into
account the principles set out in this policy.

e provide actuarial advice to the administering authority on how any cessation deficit should be recovered,

giving consideration to the circumstances of the employer and any information collected to date in respect to

the cessation.

e where appropriate, advise on the implications of the employer leaving on the remaining fund employers,
including any residual effects to be considered as part of triennial valuations.
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The Norfolk Pension Fund

is committed to delivering

a consistently high level of
performance and customer service.

Good communication is core
to this commitment.

This document sets out how
we do this.

Local Government
Pension Scheme
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Customer Care and
Communication Strategy Statement

This Customer Care and Communication Strategy Statement
aims to ensure that the Norfolk Pension Fund:

® provides clear, relevant, accurate,
accessible and timely information

e |istens, considers and responds appropriately
to communication we receive

® uses plain English wherever possible,
and avoids unnecessary jargon

® uses communication channels which best fit the
audience and the information being passed on

Communication is ‘to share or exchange
information or ideas’

Our Core Customer Care Standards

® To answer the telephone within 15 seconds,
and respond to enquiries within five working days

® To respond to letters within five working days
e Torespond to email enquiries within three working days

® To meet visitors within five minutes of
appointment time

®  When visiting, to agree a time in advance and show an
identity card



Who are we in regular communication with?

®  Pensions Committee (the Trustees)
®  Pensions Oversight Board

®  Participating employers

e Scheme members

®  Prospective members

® Scheme member representatives
e  Norfolk Pension Fund staff

Other bodies, including

. Investment managers

. The media

. Actuaries

. Other pension funds

. Department for Levelling Up, Housing and Communities and
The Pensions Regulator (regulators of the scheme)

How does the Norfolk Pension Fund communicate?

When deciding how to communicate, we consider the audience, the message and the
cost to the Fund.

We want to get our messages over and to make ourselves available to hear queries,
opinions and concerns.

We make use of telephone, email, surface mail, internet, social media, paper
publications, face to face conversations and meetings, seminars, road shows, attendance
at conferences and other forums.

Our website meets accessibility guidelines and our Accessibility Statement can be found
on our website www.norfolkpensionfund.org.

Data Protection Statement

Norfolk County Council on behalf of Norfolk Pension Fund is a Data Controller under the
General Data Protection Regulations. This means we store, hold and manage your
personal data in line with statutory requirements to enable us to provide you with
pension administration services. To enable us to carry out our statutory duty, we are
required to share your information with certain bodies, but will only do so in limited
circumstances. For more information about how we hold your data, who we share it
with and what rights you have to request information from the Fund, please visit
www.norfolkpensionfund.org.



http://www.norfolkpensionfund.org/governance/norfolk-pension-fund-full-privacy-notice/
http://www.norfolkpensionfund.org

Pension Committee Trustees

The Pensions Committee act as trustees and oversee the management of the Norfolk
Pension Fund. The Members of the Committee are committed to ensuring the best
possible outcomes for the Norfolk Pension Fund, its participating employers and scheme
members. Their knowledge is supplemented by professional advice from Norfolk
Pension Fund staff, professional advisers and external experts.

The Trustees

Norfolk County Councillors
Judy Oliver (Chairman)
Alison Birmingham

William Richmond

Martin Storey

Brian Watkins

District County Councillors
John Fuller

Paul Hewett

Staff representative

Steve Aspin

Sharing information

Committee Meetings

The Pensions Committee meets quarterly, to consider all investment and administration
(the calculation and payment of benefits) issues related to the Norfolk Pension Fund. It
monitors performance, discusses significant issues and makes all decisions related to the
Fund. The Director of Strategic Finance, Norfolk Pension Fund staff and other
professional advisors prepare reports, briefings and make recommendations for the
Committee to consider and act upon.

Observers
People who would like to see the Pensions Committee in action can view meetings on
the Norfolk County Council Democratic Services www.youtube.com channel.

Internet

Pensions Committee reports, agendas and minutes are available via the Norfolk County
Council internet and intranet sites at www.norfolk.gov.uk under Council and
Democracy then Meetings.



https://www.youtube.com/channel/UCdyUrFjYNPfPq5psa-LFIJA
https://norfolkcc.cmis.uk.com/norfolkcc/Committees/tabid/62/ctl/ViewCMIS_CommitteeDetails/mid/381/id/30/Default.aspx

Pensions Oversight Board

The Pensions Oversight Board helps ensure that the Norfolk Pension Fund continues to
be well run and properly managed. The purpose of the Board is to assist Pensions
Committee and Officers with responsibilities for managing the Norfolk Pension Fund by
helping to:

®  Secure compliance with the Regulations, any other legislation relating to the
governance and administration of the scheme, and requirements imposed by The
Pensions Regulator in relation to the scheme and;

® Ensure the effective and efficient governance and administration of the scheme

The full Terms of Reference for the Pensions Oversight Board are on the Norfolk
Pension Fund website at www.norfolkpensionfund.org.

Board Members

Independent Chair Brian Wigg

Scheme Member Representative Frances Crum (Active/Deferred member)
Scheme Member Representative Peter Baker (Pensioner member)
Scheme Member Representative Vacancy (Trade Union)

Scheme Employer Representative  Liz Marsham

(Levying/precepting employers)
Scheme Employer Representative  Vacancy

(Non levying/precepting employers)

Scheme Employer Representative  Sally Albrow

(Norfolk County Council)

Sharing information

There are at least two Pensions Oversight Board meetings a year. Papers, agendas and
minutes of these meetings are published on the Norfolk Pension Fund website at
www.norfolkpensionfund.org.

In addition, the Pensions Oversight Board produce an annual report in accordance with
any regulatory requirements.


http://www.norfolkpensionfund.org/governance/local-pension-board/
http://www.norfolkpensionfund.org/governance/local-pension-board/

Scheme members

Norfolk Pension Fund scheme members come from a range of private, public and
quasi-public organisations across the county.

It is essential that scheme members are provided with detailed information about the
scheme and be able to understand what pension and benefits they may be entitled to in
the future.

Communication with members reflects the varying interests and concerns
of the different groups of scheme members:

Active members (32,063)
People currently in the employment of a participating employer.

Deferred members (40,379)
People who have left the employment of a participating employer,
but who have not yet retired.

Pensioner members (29,762)
People in receipt of a pension from the Norfolk Pension Fund.
(Membership numbers as at 31 March 2023)

Telephone Helpline

A dedicated helpline for scheme members is operated by our
experienced Pension Administration Team.

The team gives advice to active, deferred and retired members
on scheme membership and benefits.

01603 495923

Phone lines open
Monday to Thursday 8.45am - 5.00pm
Friday 8.45am - 4.00pm



Scheme members

Sharing information with scheme members...

Active

Deferred

Pensioner

Internet

The Norfolk Pension Fund website provides advice, information and news as well
as direct and secure access to members personal data, including a pensions
calculator for active members at www.norfolkpensionfund.org

Scheme guide
A scheme guide is supplied to all members and published on the website.

Annual Benefit Statement and newsletter
Annual Benefit Statement booklets are sent to members’ home addresses.

The booklet also gives information on changes to the scheme and other topical
issues, including a summary of the accounts and a general review.

Annual Meeting and Pension Clinics

Scheme members can raise questions directly with Pensions Committee at the
Annual Meeting or discuss their LGPS pension face to face at a Pension Clinic.

Pay Advice and Pensions Increase Notification

Payslips are posted to all pensioners when the pension payment after tax is

more that £1.00 different to the last monthly payment. Members can view their
monthly payment details on our website. We write to members about the annual
pensions increase and other important messages. We also send them a P60 Tax
Form each year.

Pensions roadshows
Roadshows are run as, when and most importantly where they are needed.

Pre-Retirement Planning Course

The Pension Fund supports a Pre-Retirement Planning Course, to help members
approaching retirement prepare for the financial and lifestyle changes retirement
brings. The course is delivered virtually via MS Teams.

Retired members newsletter

Primetime, our newsletter for retired members (currently published twice a year)
is to posted to home addresses and covers the latest information about pensions
and the Fund.

AN

AN




Prospective and new scheme members

Most people coming to work for any
of the employers participating in the
Norfolk Pension Fund are able to join
the Local Government Pension
Scheme (LGPS).

An up-to-date list of all the employers
who participate in the scheme is
posted on our website at:

www.norfolkpensionfund.org

Most employers automatically enrol
eligible new employees into the LGPS.
They then have the right to ‘opt out’
of the Fund and cease to be a

member.

Some members will have
circumstances that may make it

appropriate to opt out of the Fund.

We want people to make well
informed decisions. We work closely
with employers to help prospective
members understand the wider
benefits of membership and to
encourage new members not to give
up scheme membership without

careful consideration.

Member representatives

Sharing information with prospective/new
scheme members

New joiner
information &

A number of items Norfolk Pension Fund
are published on our

website with

A brief guide to the
Local Government

Pension Scheme (LGPS)

for employees in England and Wales

information for new
scheme members
including the ‘Brief
Guide to the Local
Government Pension
Scheme (LGPS)'.

May 2023

Online

The Norfolk Pension Fund website has an
area for joiners with details of the scheme
benefits, costs, who can join and how to
join. www.norfolkpensionfund.org

Induction courses
The benefits of membership are highlighted

by scheme employers during their induction
procedures.

Recruitment

Recruitment exercises highlight the
opportunity of joining the scheme to
potential employees.

The staff representative member of the Pensions Committee is also a representative of

UNISON.

We maintain positive relations with member representatives and meet as requested or

needed.


http://www.norfolkpensionfund.org/governance/scheme-employers/
http://www.norfolkpensionfund.org/joining/

Employers

At the end of March 2023, the Norfolk Pension Fund had 429 contributing employers. This included
Norfolk County Council, non-uniformed police authority and fire service staff, district councils, parish
councils and drainage boards, a range of charities and quasi-government organisations such as the
Citizens Advice and housing associations, increasingly some private companies delivering services on
behalf of local authorities, and a growing number of academy schools.

Sharing information with our employers

Employer Forum and webinars

All employers are invited to regular hybrid Employer Forums (delivered face to face and virtually) and
webinars. These offer a great opportunity for employers and Norfolk Pension Fund colleagues to get
together, to exchange news and views. Norfolk Pension Fund staff update employers with the latest
news affecting the Norfolk Pension Fund, and external speakers provide insights into the wider
pensions world. Webinars and virtual Employer Forums are recorded for colleagues unable to attend
the live events.

Employer Manual
Our interactive Employer Manual is provided via the Norfolk Pension Fund website, and aims to
provide all the information needed to take part effectively in the pension scheme.

Employer Newsletter

The Fund publishes a regular newsletter, aimed specifically at employers. It covers topical issues under
debate, technical changes that need their attention and changes to regulations that impact on their
duties and responsibilities.

Annual Report and Accounts
The audited accounts of the Norfolk Pension Fund are prepared as at 31 March each year and
published on our website.

Specialist advice

Professional advice can be provided/arranged, related to specific pensions activities undertaken by
employers, for example transfer of staff, external contracts, etc.

Internet - www.norfolkpensionfund.org and i-Connect (employer portal)

The Fund’s website hosts an area for employers. It has lots of information about the scheme and the
Norfolk Pension Fund. The employer manual, information, forms and employer newsletters are all
available online. Our employer portal, i-Connect, gives employers access to view their own data,
securely exchange data and submit requests and changes online.

Contacts database
We maintain an employer contact database.

Email
Updates on relevant topics are emailed to employer contacts as appropriate.

Fact sheets
Pension Fund fact sheets are maintained on issues such as early retirements.

Individual employer meetings
Pension Fund staff arrange virtual meetings with employers on request.



Other bodies we communicate with

Department for Levelling Up, Housing and Communities: We have regular contact with the
Department for Levelling Up, Housing and Communities , as regulator of the scheme, and participate in
a number of working groups where new developments are discussed.

The Pensions Regulator (TPR): to ensure good governance and standards of administration and
compliance with Public Service Code of Practice 14.

ACCESS (A Collaboration of Central, Eastern and Southern Shires): The Norfolk Pension Fund is
one of 11 LGPS Funds in the ACCESS investment pool.

The Society of County Treasurers

Chartered Institute of Public Finance Accountants (CIPFA): The Norfolk Pension Fund takes part in
the annual CIPFA Pensions Administration Benchmarking Club.

Local Authority Pension Fund Forum (LAPFF): The Norfolk Pension Fund is a member of the LAPFF,
which was established to help local authority funds share information and ideas about how we can
be socially responsible owners of the companies in which we invest.

Pensions and Lifetime Savings Association (PLSA): The Norfolk Pension Fund is a member of the
PLSA, which helps us be a part of the national pensions debate. Jo Quarterman, Head of Governance,
sits on the PLSA Local Authority Committee.

South Eastern Counties Superannuation Officers Group: Pension Officers from administering
authorities in the region meet regularly to share information and ensure uniform interpretation of
the rules governing the scheme.

Investment Managers, Professional Advisors and Actuaries: We have regular meetings with fund
managers who invest the monies belonging to the Fund. We also meet the Fund’s actuaries who
measure and value the assets and liabilities of the Fund, and calculate the necessary employer
contribution rates to keep the Fund solvent.

Heywoods CLASS and Payroll User Groups: We are active members of the Heywood's
Administration CLASS (Computerised Local Authority Superannuation System) and Payroll system users
groups.

Pension Fund Custodian: The Fund’s custodian is Northern Trust, who ensure the safekeeping of the
Fund’s investment transactions and all related share certificates, etc.

Barclays Bank: provide banking services to the Fund.

The Press: The Fund has a good working relationship with professional pension publications and the
local media.

Seminars and conferences: Norfolk Pension Fund staff regularly attend and speak at seminars and
conferences, to continue their professional development, maintain knowledge levels and to contribute
to pensions development.



Norfolk Pension Fund staff

The Norfolk Pension Fund is administered
by Norfolk County Council.

Administrator of the
Norfolk Pension Fund
Norfolk County Council
Director of Strategic
Finance,

Harvey Bullen

Head of Service
Director of the

Norfolk Pension Fund,
Glenn Cossey, leads the
Service.

Administration Management

Pensions Manager, Debra Keeling, and her
team provide benefit administration
services to scheme members and
participating employers.

Investment Management

Head of Funding and Investment, Alex
Younger, and his team manage the
pension fund investments and accounts, as
well as providing support to employers and
the Trustees in their stewardship of the
Fund.

Governance

Head of Governance, Jo Quarterman,
supports the Fund’s governance,
communication, service development and
project management.

Norfolk Pension Fund

Sharing information

Management meetings
The Management Team meets regularly, for

strategic and development planning and review, as well
as operational performance issues and

Team meetings and weekly newsletter

Team meetings take place regularly, and are
supplemented by additional or informal meetings
for specific issues as required.

A weekly newsletter is also circulated to the team.

Service Plan

The Fund maintains a three year service plan, which sets
out the agenda for the future. All the team share the
plan, and discuss at team meetings.

Team development

A budget is allocated for training and development. A
combination of formal and informal training and
development is maintained.

Performance development framework

The performance development framework includes
conversations between managers and team members
to establish clear goals in work aligned to organisational
plans; maximising the strengths of contribution to the
service; and reviewing performance and future
development plans.

Intranet, internet and email
All staff have access to the Norfolk County Council
intranet, the internet and email.

Norfolk Pension Fund
County Hall
Martineau Lane
Norwich
NR2 1AD
Telephone: 01603 495923
Email: pensions@norfolk.gov.uk
www.norfolkpensionfund.org


http://www.norfolkpensionfund.org/

Norfolk Pension Fund publications

Paper

Communication material Online
based
Website: v
www.norfolkpensionfund.org
Scheme
Booklet v v
A Guide to the LGPS v v

Annual Benefit
Statement, members v v
newsletter and accounts

Pay advice slip v v
Retired v v
members newsletter

Informatlon sheets v v
(various)

Employer Manual v v
Employer Newsletter v v
Report and Accounts v v
Pensions Committee v v
Papers

Pensions Oversight Board v v
Papers

Press articles v v
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If you would like this newsletter in large print, audio,
Braille, alternative format or in a different language,
please call 01603 222824 or

email pensions@norfolk.gov.uk


http://www.norfolkpensionfund.org/
mailto:pensions@norfolk.gov.uk

Norfolk Pension Fund Events

Pensions Committee Four times a year
Pensions Oversight Board Four times a year
Employer Forum and webinars Approximately four a year
Annual Meeting and Pension Clinics October/November
Pre-Retirement Planning Course Bi-monthly

Norfolk Pension Fund member roadshow As requested

Induction sessions for employers (new HR

As requested
and Finance staff) .

Visit the Norfolk Pension Fund at
www.norfolkpensionfund.org

For information on

e Benefits
e Fund performance L = e R e
e Fund literature and guides ,
Your LGPS pension
PY Events made easy

e Latest news
e Contact information

Register for online services for
e Personal details

e Annual Benefit Statement
e Pension payments

e Online requests

Norfolk Pension Fund

Norfolk Pension Fund Customer Care and Communication Strategy September 2023


http://www.norfolkpensionfund.org/

Appendix XI

Norfolk Pension Fund

Governance Strategy
Statement

This document sets out the
governance arrangements
for the

Norfolk Pension Fund
as at March 2024

Local Government
Pension Scheme

lops



Administering Authority

Norfolk County Council (NCC) is the Administering Authority of the Norfolk Pension
Fund and administers the Local Government Pension Scheme (LGPS) on behalf of

participating employers and scheme members.

Norfolk County Council has delegated its pensions functions to the

Pensions Committee

Norfolk County Council has delegated responsibility for the
administration and financial accounting of the Norfolk Pension Fund
to the Director of Strategic Finance

The Norfolk Pension Fund Pensions Oversight Board acts as the
Local Pension Board for the Norfolk Pension Fund

Pensions Committee

The Pensions Committee is responsible for the strategic management of the assets of

the Fund and the administration of benefits. The Pensions Committee meets quarterly in

order to:

Ensure compliance with legislation and best practice

Determine policy for the investment, funding and administration
of the Fund

Monitor performance across all aspects of the service

Consider issues arising and make decisions to secure efficient and
effective performance and service delivery

Appoint and monitor advisors

Ensure that arrangements are in place for consultation with

stakeholders as necessary




Pensions Committee Trustees®

e The Pensions Committee act as Trustees and oversee the management of the

Norfolk Pension Fund

e  As Trustees, their overriding duty is to ensure the best possible outcomes for the

Pension Fund, its participating employers and scheme members

e Their knowledge is supplemented by professional advice from Pension Fund staff,

professional advisers and external experts

e To meet the requirements set out by the Pensions Regulator’s Code of Practice,
Trustees need a certain level of expertise. An ongoing programme of trustee

training is delivered and no substitutions are allowed at Committee

Pensions Committee Membership

There are eight members of the Pensions Committee:

Chairman Norfolk County Councillor Judy Oliver
Norfolk County Councillor Alison Birmingham
Norfolk County Councillor William Richmond
Norfolk County Councillor Martin Storey
Norfolk County Councillor Brian Watkins
District Councillor (elected by the John Fuller

Local Government Association)

District Councillor (elected by the Paul Hewett
Local Government Association)

Staff Representative Steve Aspin
Other Administrator of the Fund Harvey Bullen
attendees (Director of Strategic Finance)

Director of the Norfolk Pension Fund Glenn Cossey

Investment Advisor to the Fund David Walker

(Hymans Robertson)

* Pensions Committee members act as Trustees but do not have legal status as Trustees.



Local Pension Board

In line with all public service pension schemes, each Local Government Pension Scheme
(LGPS) Fund is required to have a Local Pension Board.

The Local Pension Board for the Norfolk Pension Fund is called the Norfolk Pension
Fund Pensions Oversight Board.

Role of the Pensions Oversight Board

The role of the Pensions Oversight Board, as defined by Regulation 106 of the Local
Government Pension Scheme Regulations 2013, (“the Regulations”) is to:

. Assist the Administering Authority to secure compliance with:
- the Regulations and any other legislation relating to the governance and
administration of the Local Government Pension Scheme (LGPS);
- requirements imposed in relation to the LGPS by the Pensions Regulator (tPR);
and
- such other matters as the LGPS regulations may specify
o  Assist the Administering Authority to ensure the effective and efficient
governance and administration of the Norfolk Pension Fund
. Provide the Administering Authority with such information as it requires
ensuring that any member of the Pensions Oversight Board or person to be
appointed to the Pensions Oversight Board does not have a conflict of interest

The Pensions Oversight Board also helps ensure that the Norfolk Pension Fund is
managed and administered effectively and efficiently and complies with the Code of
Practice on the governance and administration of public service pension schemes
issued by The Pensions Regulator.

The creation of the Pensions Oversight Board does not change the core role of the
Administering Authority nor the way it delegates its pension functions to the
Pensions Committee. The Pensions Oversight Board does not replace the
Administering Authority nor make decisions which are the responsibility of the
Administering Authority under both the Regulations and other relevant legislation.

The Pensions Oversight Board only has the power to oversee decisions made by the
Administering Authority and to make recommendations to improve the efficient and
effective administration and governance of the pensions function, including funding
and investments.

The full Terms of Reference for the Pensions Oversight Board are on the Norfolk
Pension Fund website at www.norfolkpensionsfund.org.



http://www.norfolkpensionfund.org/governance/local-pension-board/

Pensions Oversight Board Membership

The Pensions Oversight Board has an equal number of scheme member and scheme
employer representatives (three of each), along with an Independent Chairman:

Independent Chair

Scheme Member Representative

Scheme Member Representative

Scheme Member Representative

Scheme Employer Representative

Scheme Employer Representative

Scheme Employer Representative

Brian Wigg

Frances Crum
Active/deferred member

Peter Baker
Pensioner member

Vacancy
Trade union

Liz Marsham
Levying/precepting employer

Vacancy
Non-levying/precepting employer

Sally Albrow
Norfolk County Council

Pensions Oversight Board members comply with the Norfolk Pension Fund training
policy, and training opportunities are as far as possible are shared with the Pensions

Committee.

Each member of the Pensions Oversight Board is responsible for complying with the
knowledge and understanding requirements of section 248A of the Pensions Act 2004.

Pensions Oversight Board Meetings

There are at least two Pensions Oversight Board meetings a year and it normally meets

quarterly.

Papers, agendas and minutes of these meetings are published on the Norfolk Pension
Fund website at www.norfolkpensionfund.org.

In addition, the Pensions Oversight Board produce an annual report in accordance with

any regulatory requirements.


http://www.norfolkpensionfund.org/governance/local-pension-board/

Director of Strategic Finance

e The Director of Strategic Finance is Norfolk County Council’s Chief Finance Officer
and Section 151 Officer

e As Administrator of the Fund he is responsible for:

The administration and financial accounting of the Fund
The preparation of the Pension Fund Annual Statement of Accounts

Legislation and Regulations

o The Norfolk Pension Fund administers the Local Government Pension Scheme
(LGPS) in Norfolk and is governed by the:

Local Government Pension Scheme Regulations 2013

Local Government Pension Scheme (Miscellaneous Amendments)
Regulations 2014

Local Government Pension Scheme (Transitional Provisions, Savings and
Amendment) Regulations 2014

Local Government Pension Scheme (Amendment) Regulations 2015

Local Government Pension Scheme (Management and Investment of funds)
Regulations 2009, and subsequent amendments

. Pensions Committee is governed by Norfolk County Council’s procedural rules
under the Council’s Constitution. The Committee’s Terms of Reference are:

. “To administer all aspects of the Norfolk Pension Fund on behalf of Norfolk
County Council as Administering Authority of the Local Government Pension
Scheme, and on behalf of Norfolk County Council as an employer within the
scheme alongside all other contributing employers, and on behalf of all scheme

beneficiaries (scheme members) including:

Functions relating to local government pensions etc under regulations made
under Sections 7, 12 and 24 of the Superannuation Act 1972

To receive and consider the draft Financial Statements for the Norfolk
Pension Fund

To comment on the draft Financial Statements and make a recommendation
to the Audit Committee that they be approved/not approved”

. Financial affairs are conducted in compliance with Norfolk County Council’s

Financial Regulations

. Funds are invested in compliance with the Norfolk Pension Fund’s Investment
Strategy Statement



Membership of the Fund and Local Accountability

Active Membership Breakdown by Employer as at 31 March 2023*

Other employers,
5.53%

Norfolk County
Council
(including NCS,
NPS & Norse),
44.23%

Colleges, |
academies, free
schools, 34.81% |

District Councils,
10.43%

*Subject to
change in final
Norfolk Police, 5.00% Fund Accounts

Local Accountability - Representation

Employers

. Employers are directly represented on Pensions Committee and the Pensions
Oversight Board

. All employers are invited to regular Employer Forums and the Annual Meeting

Scheme Members

. Scheme Members are directly represented on Pensions Committee and the
Pensions Oversight Board

« All active and deferred scheme members are invited to the Annual Meeting and
Pensions Clinics; retired members receive two annual newsletters and are directly
represented on the Pensions Oversight Board

Membership as at 31 March 2023
430 Contributing Employers

28,536 Pensioners
(members in receipt of a pension from the Fund)

29,153 Active members
(members who are currently in the employment of a participating employer)

40,300 Deferred members

(members who have left the employment of a participating employer,
but who are not yet in receipt of their pension)



Local Accountability - Transparency

e The Fund is committed to providing clear, relevant, accessible and timely
information to all stakeholders

. How it does this is set out in the annually updated Customer Care and
Communication Strategy Statement. This is on our website at
www.norfolkpensionfund.org

. Pensions Committee reports, agendas and minutes are published on the Norfolk
County Council website at www.norfolk.gov.uk

. Pensions Committee meetings are open to the public
. Pensions Oversight Board reports, agendas and minutes are published on the
Norfolk Pension Fund website at www.norfolkpensionfund.org

e  The Annual Pension Fund Report and Accounts, reporting on the activities and
investment performance of the Fund, and including the Pensions Oversight Board
annual report, are on our website at www.norfolkpensionfund.org

. Payments over £500 are published on the Norfolk County Council website at
https://www.norfolk.gov.uk/what-we-do-and-how-we-work/open-data-fois-and-
data-protection/open-data/payments-to-suppliers

. Extracts from the Annual Report and a signpost to the whole document are
included in the Annual Benefit Statement sent to all scheme members, and in
Primetime, the annual newsletter sent to all retired members

e  All scheme members and employers are invited to an Annual Meeting

e All employers and members of the Pensions Committee and Pensions Oversight
Board are invited to our Employer Forums. These are an opportunity for employers
to discuss matters of interest to their organisations with officers and members

ACCESS Investment Pool

The Norfolk Pension Fund participates in ACCESS (A Collaboration of Central, Eastern
and Southern Shires), an investment asset pool of eleven Administering Authorities
within the Local Government Pension Scheme (LGPS).

The ACCESS authorities have signed an Inter Authority Agreement which established a
Joint Committee at which the Chair from each Administering Authority Section 101
Committee (‘Pensions Committee’) is represented.

The Norfolk Pension Fund Pensions Committee and Pensions Oversight Board are
regularly updated and review the work of the Joint Committee and the Operator, and
ACCESS investment performance.

More information can be found on the ACCESS website at www.accesspool.org.



http://www.norfolkpensionfund.org/governance/keeping-you-informed/
http://norfolkcc.cmis.uk.com/norfolkcc/Committees/tabid/62/ctl/ViewCMIS_CommitteeDetails/mid/381/id/30/Default.aspx
http://www.norfolkpensionfund.org/governance/local-pension-board/
http://www.norfolkpensionfund.org/governance/investment-and-stewardship/
https://www.norfolk.gov.uk/what-we-do-and-how-we-work/open-data-fois-and-data-protection/open-data/payments-to-suppliers
https://www.norfolk.gov.uk/what-we-do-and-how-we-work/open-data-fois-and-data-protection/open-data/payments-to-suppliers
http://www.accesspool.org/document/366
https://www.accesspool.org/

Norfolk Pension Fund
County Hall
Martineau Lane
Norwich
NR1 2DH

Pensions Administration
01603 495923
pensions@norfolk.gov.uk

Investment, Accountancy and Actuarial Services
01603 222139
pensions.finance@norfolk.gov.uk

Online, Technical and i-Connect Queries

01603 222132
pensions.technical@norfolk.gov.uk

www.norfolkpensionfund.org

Norfolk Pension Fund

I N ﬂ@ If you would like this newsletter in large print, audio,
Braille, alternative format or in a different language,
v TRAN please call 01603 222824 or

communication for all email pensions@norfolk.gov.uk

Norfolk Pension Fund Governance Strategy Statement as at March 2024
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Pension Administration Strategy

Norfolk Pension Fund

Introduction

The Norfolk Pension Fund is responsible for administering the Local Government
Pension Scheme on behalf of Norfolk County Council (the Administering Authority).

The Pension Administration Strategy (PAS) sets out the requirements of employers
which will enable them and Norfolk Pension Fund to meet their legal obligations in
respect of the Local Government Pension Scheme (LGPS) within a regulatory regime
which has increasingly high levels of external scrutiny.

Approximately 250 employers participate in the Norfolk Pension Fund at October 2015
which includes the County, District, City, Borough, Town and Parish Councils together
with Norfolk Police (non-uniformed), Academies and Free Schools (non-teaching), many
charities and voluntary organisations and an increasing number of private sector
companies.

In preparing the PAS, Norfolk Pension Fund has consulted on the principles of this
strategy with scheme employers. This document sets out the PAS incorporating those
principles.

The PAS will be kept under review and any appropriate revisions made to this document.
Any material change will come back to Pensions Committee for consideration. The latest
version is always available from our website www.norfolkpensionfund.org.

Aims and Objectives

The aim of the PAS is to detail requirements for liaison and communication between
employers and Norfolk Pension Fund and to establish minimum levels of administrative
performance required by all parties to meet their statutory obligations. The PAS aims to
promote good working relationships and improve transparency, efficiency and quality.

The efficient operation of the scheme is dependent upon stakeholders carrying out their
responsibilities diligently and in accordance with agreed and well documented
processes. The actions of employers have a significant impact on the performance and
quality of pension administration.

Administration fees are spread proportionately among all employers of the fund via an
allowance (defined by the scheme actuary) within the employer pensions contributions.
Where an employer puts a disproportionate burden on administration through its poor
performance then this could in effect be subsidised by other employers. This strategy
enables Norfolk Pension Fund to reserve the right to re-charge such employers for the
additional costs they cause.

The objective of the PAS is to ensure that Norfolk Pension Fund can provide an efficient
and value for money service at fair cost to all its stakeholders.
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Regulatory Framework

The LGPS is a statutory scheme set up under the Public Sector Pensions Act. Its scheme
rules are contained within the Local Government Pension Scheme Regulations 2013 (as
amended). The relevant regulations for this Strategy document are:

Regulation 59 — Pension Administration Strategy

Regulation 70 — Additional Costs arising from Scheme Employer’s Level of Performance
Regulation 71 — Interest on Late Payments by Scheme Employers

Regulation 80 — Exchange of Information

Other relevant legislation and guidance:
e Pensions Regulator’s “Code of Practice” Number 14: “Governance and Administration
of Public Sector Pension Schemes”

e Data Protection Act

e Pensions Acts

e Finance Acts

e Occupational Pension Schemes (Disclosure of Information) Regulations

Supporting Employers

All new employers are given appropriate support and training including a walk-through of
online services (PensionsWeb) and the Employer Handbook (G001).

All employers have access to all our Employer Guides, policy and strategy documents on
our website or they are available in hardcopy on request.

Additionally, Norfolk Pension Fund hold regular Employer Forum, training events and
issue Employer newsletters.

Relevant Norfolk Pension Fund Documents

These are available on our website:
AD1 - Administering Authority Policy
G001 - Employer Handbook

G010 - Pensionable Pay Guide

G020 - Contributions Guide

G030 - Absence Guide

G040 - Leavers and Retirements Guide
G050 - Guide to the Employer Portal
G060 - Employer Pensions Policy Guide
G070 - Employer IDRP Guide

G080 - Prospective Employer Guide
G100 - HR Guide to the 2014 Scheme
G101 - Payroll Guide to the 2014 Scheme

Customer Care and Communications Strategy
Governance Strategy Statement
Pension Administration Strategy — AD2 (this document)



Scheme Employer Main Responsibilities

The main responsibilities of all scheme employers are set out below. The performance
standards are required to enable the Norfolk Pension Fund to deliver an efficient, high
quality, value for money service within the regulatory framework it operates under.

Where an employer uses a third party (e.g.

payroll or HR provider) to carry out the

functions on their behalf the employer still retains the legal responsibility for ensuring
those functions are carried out correctly and on time.

Function / Task

Performance Expectation / Target

Provide details to Norfolk Pension Fund
of a person to be the main point of
contact for LGPS pension matters (the
Pensions Liaison Officer — PLO)

Notify Norfolk Pension Fund 1 month before a
new employer joins the scheme.

Notify Norfolk Pension Fund within 1 week of
any change to the PLO

Ensure that the PLO has access to
PensionsWeb (secure website)

Within 1 week of being notified a Norfolk
Pension Fund account has been set up

PLO should ensure that contact details
are maintained on PensionsWeb for all
relevant staff of the employer including
“online users”

Update the relevant details within 1 week of
any changes

Publish a Pensions Policy Statement and
send a copy to Norfolk Pension Fund

Within 1 month of employer joining the fund or
within 1 month of any changes to the policy

Nominate an adjudicator for disputes

Within 1 month of employer joining the fund or
within 1 month of any changes

Nominated representative(s) attend
Employer Training Events, Employer
Forum, Employer Briefing held by NPF

Attendance at such events

Respond to enquiries from Norfolk
Pension Fund

Within 10 days of the enquiry or such other
timescale requested by Norfolk Pension Fund

Distribute information provided by NPF
for information of active scheme
members

Within 10 days of being provided with the
information

Implement correct or amended
Employer Contribution Rate or monthly
deficit payment

From the appropriate date notified by Norfolk
Pension Fund

Pay over monthly employee and
contributions to Norfolk Pension Fund
by BACS or similar electronic method
and provision of SR71 form

By date shown on SR71 forms (e.g. 7" or 15t
(or earlier working day) of the month following
the deduction of employee contributions)

Pay over monthly employee AVC
contributions to the relevant AVC
provider by BACS or similar electronic
method

By 15" (or earlier working day) of the month
following the deduction of employee
contributions

Make payment of invoices issued by
Norfolk Pension Fund in respect of
additional employer contributions,
missing employee contributions, early
retirement strain, early retirement
compensation payments, or
additional costs associated with non-
compliance of the PAS

Within 30 days of the date of the invoice




*Remit the Annual Contribution Return
to Norfolk Pension Fund in required
format

By 30 April following 31 March year end

Notify Norfolk Pension Fund of any
contracting out of services/outsourcing
etc. involves a TUPE transfer of staff

As soon as possible. Preferably up to 6
months before any such event

Issue New Member Packs to new or
prospective scheme members

Preferably before employment begins, but
within 1 month of starting

Deduct appropriate amount of employee
contributions from employees pay inc
additional contributions as notified by
Norfolk Pension Fund or AVC provider

From next available payroll

Maintain individual (unique) reference
(e.g. payroll reference or job reference)
for each separate job an individual has.
So that separate pension accounts can
be identified and maintained for each.

Include this reference on all notifications
and correspondence to Norfolk Pension
Fund

* Notify NPF of new joiners. Including
additional jobs for existing members

Within 1 month of joining

*Notify Norfolk Pension Fund of
relevant changes to members
circumstances (name, address,
part-time hours, break in service)

Within 1 month of the change

* Early notification to Norfolk
Pension Fund of forthcoming
retirements

1 month before date of retirement (where
possible — i.e. notice given by employee or
employer)

Notification to Norfolk Pension Fund of
death of active member including details
of spouse, next of kin etc. by telephone

Within 2 days of the event

* Notify Norfolk Pension Fund of any
leavers, retirements, deaths, opt outs

Within 1 month of the event to include all
relevant paperwork and certificates

* Notification to Norfolk Pension Fund should be in the prescribed format. See section

“Notifying Norfolk Pension Fund”

Notifying Norfolk Pension Fund

Norfolk Pension Fund currently provides several channels for employers to provide
information. All notifications must be by one of the prescribed forms/methods. Options

available currently include, paper forms (sent by post or delivered by hand), online forms,

online bulk processes, secure email, fax transmission.

There is an overhead to the multi-channel approach as several systems have to be
maintained and operated. Therefore, Norfolk Pension Fund is moving to an online
format (PensionsWeb) only for most forms where third party completion is not required.

Online facilities exist for:

e Employers to maintain their contact details with us

¢ Notification of New Starters in bulk
¢ Notification of Changes

e Early Notification of Retirement

¢ Notification of Leaver

e Secure transmission of standard spreadsheets for Year End Return, notification of
TUPE transfers, any other documents required to be sent to Norfolk Pension Fund




Forms requiring third party completion that cannot be catered for directly online include:
e New Member Form (completed by scheme member)
e Opt Out Notification (part completed by the scheme member)
e |l Health Certificate (completed by the Medical Advisor)

However, completed versions of all these forms could be scanned by the employer and

uploaded to the secure online facility.

From October 2016 it is expected that all employers will use online services only
(PensionsWeb) where the appropriate facility exists.

Employer Performance Monitoring

Norfolk Pension Fund will look to work closely with employers where areas of poor
performance are identified to ensure the necessary training and development are
undertaken in order to address any shortcomings.

Pension Fund Responsibilities in Relation to Scheme Members

The main responsibilities of Norfolk Pension Fund in relation to scheme members are set
out below, together with the performance standard expected to be met in order to
demonstrate an efficient and high quality service.

Function / Task

Performance Expectation / Target

Provide Transfer In Quotes to scheme
member

Within 10 working days of receipt of request
and all information required

Provide Transfer Out Quotes to scheme
member

Within 10 working days of receipt of request
and all information required

Make Refund Payments to scheme
member

Within 5 working days of receipt of request
and all information required

Provide Estimate of Retirement Benefits
in respect of scheme member

Within 10 working days of receipt of request
and all information required

Calculate and Notify scheme member of
Actual Retirement Benefits

Within 5 working days of receipt of request
and all information required

Acknowledge Death of Member

Within 5 working days of receipt of request
and all information required

Notify Dependants’ Benefits

Within 5 working days of receipt of request
and all information required

Notify Deferred Benefits

Within 10 working days of receipt of request
and all information required

Response to general member enquiries

Within 5 working days of receipt of request
and all information required

Make Monthly Pension Payments

On or before last banking day of each month

Issue Annual Benefit Statements

By 31 August following year end

Pension Fund Performance Monitoring

Norfolk Pension Fund carries out continual performance monitoring against its
performance targets. These are measured against its peers in annual benchmarking
exercises which are reported to employers, the pensions committee and details included

in Norfolk Pension Fund annual report.




Policy on Re-charging Employers Direct for Administration Costs due to Failure to
Comply with Requirements

Where ongoing performance issues are identified Norfolk Pension Fund will pro-actively
seek to put an improvement plan in place. An Improvement Notice would be sent to the
employer detailing the areas of concern, set timescales for improvement and confirm
possible fees that Norfolk Pension Fund would seek to charge to the employer should
performance not improve (see section Administration Fees for Employer Work).

Should performance not improve within the timescale set out in the Improvement Notice
the breach will be reported to the Head of Norfolk Pension Fund in the first instance for
consideration. Norfolk Pension Fund reserves the right to invoke the appropriate
administration fees. Any events of this type will be reported to Pensions Committee.

Where performance issues are related to one-off events (e.g. provision of annual
contribution return), and no extenuating circumstances are known to Norfolk Pension
Fund, then an Improvement Notice will be sent by Norfolk Pension Fund. Fees (see
section Administration Fees for Employer Work) may be incurred immediately and
reported to the Pensions Committee. Serious non-compliance will also be reported to the
Pensions Regulator.

Policy on Recovering Costs from Employers where Excessive Service Requested

In exceptional circumstances, Norfolk Pension Fund reserves the right to charge an
administration fee. Examples of where this may apply include:

* Disproportionate or excessive employer requests for non-standard information (e.g.
bespoke lists of its members’ data etc.)

* An employer requests Norfolk Pension Funds significant assistance in ensuring that its
own pension records are up-to-date.

* Where an employer changes payroll provider; the additional costs incurred in updating
pension fund records may be recovered and also costs associated with processing
multiple year end returns.

Norfolk Pension Fund may need to agree non-standard turnaround times for certain
work in order to keep any administration costs to a reasonable level. Norfolk Pension
Fund also reserve the right to charge fees (to cover the additional cost) to employers at
the discretion of the Head of Norfolk Pension Fund.

Policy on Re-charging Employer with Other Charges or Obligations

Any fines, fees or other charges made on Norfolk Pension Fund, but which relate to
performance of the employer (e.g. by Pensions Ombudsman, the Pensions Regulator or
other regulatory bodies) will be recharged to the employer.

Interest on late payment of contributions as defined in the Local Government Pension
Scheme may be charged to the employer in addition to any administration fee.

Any event that seriously jeopardises the Norfolk Pension Fund’s ability to meet statutory
requirements may invoke an immediate fine e.g. failure to provide annual contribution
returns.



Penalties for Failure by Employers to Meet their Statutory Obligations

Administration fees shown below are charged at the discretion of the Head of Norfolk
Pension Fund and would only be invoked if an employer has consistently failed to meet its
obligations and an Improvement Notice has been issued but not complied with.

Regulatory Task Administration Fee/Charge

Failure to appoint a Pension Liaison £50 per occurrence plus £50 for each month

Officer (PLO) or keep NPF informed of | of continued non provision

PLO or change to contact details

Late payment of employee and/or £50 per occurrence plus interest as defined

employer contributions in the LGPS Regulations

Non provision of the monthly SR71 £50 per occurrence, plus £50 per week of

contributions schedule continued non provision

Late provision of year end £1,000 per occurrence plus £100 for each

contribution return in week or part week of continued non

prescribed format* provision

Late provision of starter notification £50 initial charge plus £50 per month or part
month of continued non provision

Late provision of leaver notification £50 initial charge plus £50 per month or part
month of continued non provision

* Due to the serious impact of this requirement, a penalty charge will apply for late
submission and will only be waived in exceptional circumstances, as agreed by the
Head of the Norfolk Pension Fund.

Apart from the requirement above, these fees and charges will only be made in
exceptional circumstances and Norfolk Pension Fund will do everything possible to
support employers in order to avoid them.
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If you would like this guide in large print, audio, Braille, alternative
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pensions@norfolk.qov.uk or call 01603 222824.
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Norfolk Pension Fund Pension Administration Strategy
Addendum

This addendum applies to those employers and their payroll providers from the point
they are onboarded to the i-Connect system

It is an employer’s responsibility to ensure the Norfolk Pension Fund (NPF) receives
accurate and timely member data. Where an employer uses a third party (e.g. payroll or HR
provider) to carry out the functions on their behalf the employer still retains the legal
responsibility for ensuring those functions are carried out correctly and on time.

i-Connect enables employers and their payroll providers to transfer and update data
electronically to the NPF on a monthly basis. The process interfaces directly to the pensions
administration system. This will enable the provision of accurate and timely data to the NPF
to ensure compliance with statutory requirements.

NPF has a phased implementation programme of onboarding employers to the
i-Connect system. This is due to be completed by 31 October 2021.

It will be the responsibility of employers and their payroll providers to use i-Connect to
submit a return for each payroll period (normally monthly) by the end of the month the
payroll relates to. The submission of data via i-Connect is mandatory. Failure to implement
i-Connect in accordance with the onboarding programme may result in administration fees
being charged to cover the cost of non-standard processing.



Retirement of Pensions Web

PensionWeb is being retired at 31 October and further updates to this addendum will be
made to ensure that employers and their payroll providers are aware of any revised
processes.

Revised Processes — Phase 1

Function/Task Performance Expectation/Target

Notify NPF of new joiners

Notify NPF of all relevant
changes to members
circumstances (name, address,
part-time hours, break in service)

Submission of monthly payroll data to i-
Connect (in the payroll period to which it
relates) by the cut-off date

Notify NPF of all leavers,
retirements, deaths, opt-outs

Fees for Failure by Employer to Meet their Obligations

There will inevitably be a period of settling down, but if after 3 months from the point of
onboarding an employer continues to submit monthly member data after the agreed cut-off
date, NPF may levy an administration fee/charge of £1,000 plus £100 per week or part
week of continued non submission.

Existing processes to continue — Phase 1

Employers should continue to provide the information and forms required as follows:-

Payment of contributions due to Norfolk Pension Fund

e Payment of employee and employer contributions due each month should be made
to NPF by the due date shown on SR71 forms. A single payment should be made
electronically quoting the reference detailed on the SR71.

SR71 Remittance Advice (summarising payment due including any deficit payment)
must be completed and emailed to NPF before payment is received by NPF. The
figures on the SR71 should match the i-Connect submission.



Submission of the following employer online forms through the Employer portal
(PensionsWeb):

L45 Termination forms

MISC89 Estimate of Benefits request
R16 Retirement Discretions

R25 Advance Warning of Retirements
SR47B Notification of Unpaid leave

Submission of the following employer interactive PDF forms through My Documents
on the Employer Portal:

Opt Out forms. Employer notification SR88 & Member opt out form SR97
lll-health retirement forms R18, R45, R46 & R53

SR90 Pension option reduced Pay

SR108 Option to pay contributions for Unpaid leave

Submission of the following member interactive PDF forms through My Documents
on the Employer Portal:

e SR81 Expression of wish form
e SR95 Membership form
e SR96 Non LGPS benefits transfer form

Update Contacts to be used by NPF via the Employer Portal:

e Employers should continue to keep their contact details up to date.

This addendum was reviewed by the Pensions Committee
at their meeting on 5 October 2021
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