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Introduction

1. Foreword

This report provides information for employers and other interested parties on how the Hertfordshire Pension Fund
(“Pension Fund”) has been managed during the year 1 April 2016 to 31 March 2017.

This report summarises the main features of the Pension Fund, providing:

e a brief outline of the Local Government Pension Scheme (“Scheme”)

¢ the Administering Authority Report which outlines the management and administrative arrangements for the Pension
Fund

e the financial statements comprising of the Fund Account and Net Assets Statement for the year 2016/17 with
comparative information for the previous year. The Fund Account shows the change in net assets available for
benefits during the year. The Net Assets Statement discloses the net assets of the Pension Fund at 31 March 2017

¢ an Investment Report which sets out the Pension Fund'’s Investment Policy and the level of performance achieved.

Over the year, the value of the Pension Fund increased from £3,584m at 31 March 2016 to £4,243m at 31 March 2017.
The return achieved on the Pension Fund’s investments during 2016/17 net of fees was 17.8% which reflected general
market conditions over the year and was in line with the benchmark return of 17.9%. A review of world markets is
provided as part of the Investment report on page 49.

Over 2016/17 membership of the Pension Fund has continued to increase both in terms of the number of scheme
employers and contributing members. The number of contributing members has increased from 33,265 at 31 March
2016 to 34,577 at 31 March 2017. The number of scheme employers also increased from 279 at 31 March 2016 to 289
at 31 March 2017 as a result of schools converting to academy status and new employers seeking admission to the
Pension Fund following the outsourcing of service contracts from scheme employers.

2. Financial Summary

The table below provides a five year summary of the Pension Fund accounts and a graph showing the movement in the
value of the Pension Fund over this period. This shows the net assets available to fund benefits at 31 March each year.

2012/13 2013/14 2014/15 2015/16 2016/17
£000s £000s £000s £000s £000s
2,520,578 2,907,904 3,175,783 3,581,039 Value of the Pension Fund at 1 April 3,584,250

Net additions / (withdrawals) from dealing with

19,220 39,045 (18,538) 13,430 those directly involved in the scheme EEETE
(13,819) (16,512) (16,164) (15,927) Management expenses (14,786)
381,925 245,346 439,958 5,708 Net returns on investments 649,930
387,326 267,879 405,256 3,211 Inctease I (Decrease) in the Pension Fund 659,121

during the year
2,907,904 3,175,783 3,581,039 3,584,250 Value of the Pension Fund at 31 March 4,243,371
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Scheme Administration

1. Background to the Scheme

Legal Framework

The Scheme is a statutory scheme, established by Act of Parliament, the Superannuation Act 1972. The Scheme is
governed by the Public Services Pensions Act 2013 and is administered in accordance with the following secondary
legislation:

e Local Government Pension Scheme Regulations 2013 (as amended)

e Local Government Pension Scheme (Transitional Provisions, Savings & Amendment) Regulations 2014 (as
amended)

e Local Government Pension Scheme (Management and Investment of Funds) Regulations 2016

The Scheme is run by administering authorities in accordance with these regulations. In Hertfordshire the Administering
Authority is Hertfordshire County Council.

Eligibility

The Scheme is available to all employees of local authorities other than teachers, fire-fighters and police officers for
whom separate arrangements apply. Employees are able to join the Scheme if they have a contract of employment of
three months or more duration.

Other specified bodies providing public services are included by statute or may apply for admission.

Employers

At 31 March 2017 there were 289 employers in the Pension Fund. Participating employers can be scheduled bodies or
admitted bodies, as defined below:

e Scheduled bodies. There are two types of scheduled bodies listed in the Scheme regulations. Employees of
employers, such as the County Council (including maintained schools), Academies and District and Borough
Councils, are automatically entitled to be members of the Fund. Employees of other organisations, such as Parish
and Town Councils are able to join the Scheme if the employer designates that they can.

e Admitted bodies. These are voluntary, charitable and, in certain circumstances, private sector organisations
carrying out scheduled bodies’ contracts, where staff can become members of the Scheme by virtue of an Admission
Agreement between the Pension Fund and the relevant body. At 31 March 2017 there were 119 active admitted
bodies participating in the Pension Fund.

A full list of employing bodies in the Pension Fund is shown in Appendix 1 at page 65.

The table below provides an analysis of scheduled and admitted bodies at 31 March 2017 and an analysis of active
employers and employers that have ceased (these are employers with no active members but with outstanding liabilities).
Admitted bodies may have more than one Admission Agreement in the Pension Fund relative to the service contracts
they hold with scheduled bodies.

Type of Body Active Ceased Total
Scheduled bodies 160 4 164
Admitted bodies 55 70 125
Total 215 74 289

2. Funding

The Scheme is a funded scheme, financed by contributions from employees and employers and by earnings from
investments. The Pension Fund has published a Funding Strategy Statement (shown in Appendix 2 at page 69, which
sets out the Pension Fund’s strategy for meeting employers’ pension liabilities. The aim of the funding strategy is to
ensure the long-term solvency of the Pension Fund and to ensure that sufficient funds are available to meet all benefits
as they fall due for payment.
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Scheme Administration

Employees’ Contributions

During 2016/17, employees paid contributions at a rate based on their earnings, including contractual and non-
contractual overtime and additional hours. From 1 April 2014, the Scheme moved from a final salary scheme to a career
average revalued earnings (CARE) scheme. As part of the CARE scheme, employees can elect to move to the 50/50
option which allows employees to pay half the normal contributions in return for half the normal pension benefits.

The rates and salary bandings applicable during 2016/17 are shown in the table below.

Band Range Contribution Rate
1 £0 - £13,600 5.50%
2 More than £13,601 up to £21,200 5.80%
3 More than £21,201 up to £34,400 6.50%
4 More than £34,401 up to £43,500 6.80%
5 More than £43,501 up to £60,700 8.50%
6 More than £60,701 up to £86,000 9.90%
7 More than £86,001 up to £101,200 10.50%
8 More than £101,201 up to £151,800 11.40%
9 More than £151,800 12.50%

Employers’ Contributions

Employers’ contributions are payable at rates specified by the Pension Fund Actuary and are reviewed each triennial
valuation. Rates are adjusted to reflect changes in the employer's membership profile and funding level in the Pension
Fund (see page 17 for further details).

Investment Income

The cash, which is not immediately required to pay pensions and other benefits, is invested and provides an additional
source of income for the Pension Fund.

Fund investments during 16/17 were governed by the 2016 Statement of Investment Principles (SIP - p50), which was
effective until 31 March 2017. The SIP has been superseded from 1 April 2017 by the 2017 Investment Strategy
Statement (see 6.22, p48) which details investment strategy, asset allocation, risk analysis, and the fund’s approach to
Environmental, Social and corporate Governance (ESG) considerations.

3. Benefits

The Scheme is a salary-related defined benefit scheme which guarantees to provide benefits which are a specified
fraction of a Scheme member’s pay. Benefits are not affected by variations in investment performance.

Full details of benefits payable are explained in the Scheme booklet which is available from the Pension Fund website at
https://www.yourpension.org.uk/Hertfordshire/Information-for-members/Introduction.aspx.

The following provides the main provisions of the benefit package for the Scheme.

Age of Retirement

The normal pension age in the Scheme is linked to State Pension Age, with a minimum of age 65. The Scheme also
makes provisions for the early payment of benefits and members can choose to retire and draw their pension at any time
from age 55. Benefits paid before normal pension age will be reduced to reflect that benefits will be paid over a longer
period of time.

Retirement Benefits
From 1 April 2014, the Scheme moved from a final salary scheme to a career average revalued earnings (CARE) scheme
details of which are accessible from the Pension Fund website at www.yourpension.org.uk/agencies/HCC/.

For membership after 1 April 2014, members build up a pension at a rate of 1/49t of the amount of pensionable pay they
receive in each scheme year. The amount of pension built up during the scheme year is added to their pension account
and revalued at the end of each year in line with inflation. Up to 25% of the capital value of benefits can be taken as a
lump sum at a 12:1 commutation rate, i.e. £12 lump sum for every £1 of annual pension given up.
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Scheme Administration

Benefits built up before 1 April 2014 are protected and are calculated using membership in the Scheme prior to 1 April
2015 and the member’s final pay when they leave the Scheme.

For membership built up between 1 April 2008 and 31 March 2014, the annual pension is based on final pensionable pay
multiplied by 1/60t" for each year of Scheme membership. The final pensionable pay is the wage or salary on which
contributions were paid over the last 12 months of service. Up to 25% of the capital value of benefits can be taken as a
lump sum at a 12:1 commutation rate, i.e. £12 lump sum for every £1 of annual pension given up.

For membership accrued to 31 March 2008, members will receive an annual pension based on final pensionable pay
multiplied by 1/80t for each year of Scheme membership and a lump sum of three times annual pension. Up to 25% of
the capital value of benefits can be taken as a lump sum at a 12:1 commutation rate, i.e. £12 lump sum for every £1 of
annual pension given up.

Additional Benefits
The Scheme offers several ways for members to increase their benefits:

¢ Additional Pension Contributions to purchase additional Scheme pension benefits.
e Contributions to a money purchase Additional Voluntary Contribution scheme (“AVC”), provided by the Standard Life
Assurance Company or the Equitable Life Assurance Society.

lll Health Retirement

A three tier ill health retirement provision is available which is dependent on the likelihood of a member being capable of
undertaking any gainful employment in the future. Benefits are calculated in the same way as for normal retirements,
with an enhancement for members in tiers 1 and 2 to compensate for premature retirement. Members in tier 3 who are
likely to be capable of undertaking gainful employment within three years of retiring must undergo a medical review after
18 months. At the end of the three year period the member will either have their pension benefits deferred to age 65 or
move to tier 2 following a medical assessment.

Death in Service

A lump sum death grant of three year's assumed pensionable pay is payable. Pensions are also payable to surviving
spouses, civil partners, or to eligible nominated co-habiting partners (subject to qualifying conditions) and dependent
children.

Death after Retirement

Spouses’, civil partners’, eligible co-habiting partners’ and dependent children’s pensions are payable based on the
former employee’s pensionable pay or pension. In addition, if death occurred before the pension has been paid for ten
years; the balance will be paid as a lump sum.

The benefits detailed above are guidelines only and members should apply to the Local Pensions Partnership,
the Scheme Administrator, for individual estimates of benefits payable.
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Administering Authority Report

1. Management

Hertfordshire County Council (the “County Council”) is the Administering Authority of the Pension Fund and administers
the Scheme on behalf of the participating employers and members.

The Local Authority (Functions & Responsibilities) (England) Regulations 2000 (as amended), state that functions relating
to the Scheme are the responsibility of the full Council. The County Council has delegated these functions to the
Pensions Committee and to the County Council’'s Chief Finance Officer, the Director of Resources.

The membership of the Pensions Committee is made up of ten County Council members and three District Council
representatives. All employers and a staff representative, nominated by UNISON, are invited to attend meetings as
observers.

The Administering Authority has established a Pension Board in accordance with Section 5 of the Public Service
Pensions Act 2013. The Board assists the Pension Fund in securing compliance with the Scheme regulations and other
legal and regulatory requirements. The membership of the Pensions Board is made up of four employer representatives
and four member representatives.

The Pension Fund’s Governance Compliance Statement that was in force during 2016/17 is included on pages 7 - 11.
This sets out the delegation of functions and terms of reference for the Pensions Committee and Pensions Board. It also
outlines the Pension Fund’s compliance with statutory guidance issued by the Secretary of State for Communities and
Local Government.

Pensions Committee Membership during 2016/17

County Council Members:

CM Hayward (Chairman) R Parker A Stevenson

R Henry R Sangster JD Williams (Vice-Chairman)
J King D Scudder

D Lloyd A Searing

District Council Representatives (non-voting):
K Ayling J Lloyd M Freeman

Pensions Committee Membership from 24 May 2017 (following 2017 County Council elections)

County Council Members:

JD Williams (Chairman) S Quilty J King

CM Hayward (Vice-Chairman) R Sangster SJ Boulton
JM Graham R Parker

AJS Mitchell S Drury

District Council Representatives (non-voting):
K Ayling J Lloyd M Freeman

Pensions Board Membership during 2016/17

Employer representatives:

D Ashley (Vice-Chairman) D Graham
G Clay P Neville

Member representatives:

D Devereux K Harding C Roberts (from September 2016)
J Digby (Chairman) W Ogley (left September 2016)
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Administering Authority Report

2. Governance Compliance Statement

This statement is prepared in accordance with regulation 55 of the Local Government Pension Scheme Regulations
2013, which require administering authorities to maintain and publish a governance compliance statement. It has been
prepared by the Administering Authority in consultation with appropriate interested persons.

This statement was approved by the Pensions Committee on 5 February 2016.

Delegation of Functions
The Administering Authority for the Local Government Pension Scheme in Hertfordshire is Hertfordshire County Council
(the “County Council”’). Management of the Local Government Pension Scheme is a non-executive function.

The Local Authority (Functions & Responsibilities) (England) Regulations 2000 (as amended), state that the functions
relating to the Local Government Pension Scheme are the responsibility of the full Council. The County Council has
delegated these functions to the Pensions Committee, whose members can make decisions without reference to the full
Council.

The Pensions Committee are responsible for the functions set out in the following regulations:

¢ Local Government Pension Scheme Regulations 2013
e Local Government Pension Scheme (Transitional Provisions, Savings & Amendment) Regulations 2014
e Local Government Pension Scheme (Management and Investment of Funds) Regulations 2009 (as amended).

In parallel to this, the County Council has delegated functions relating to the Pension Fund to the County Council’s Chief
Finance Officer, the Director for Resources, as specified in Annex 3 of the County Council’s Constitution.

The County Council has established a Pension Board in accordance with Section 5 of the Public Service Pensions Act
2013. In accordance with Sections 5(1) and (2) of the Act and section 106 of the Local Government Pension Scheme
regulations 2013, the role of the Board is to:

e Secure compliance with:
- The Local Government Pensions Scheme regulations;
- Other legislation relating to the governance and administration of the Local Government Pension Scheme; and
- The requirements imposed by the Pension Regulator in relation to the Local Government Pension Scheme;

e Ensure the effective and efficient governance and administration of the Local Government Pension Scheme.

Terms of Reference
The functions relating to the management and governance of the Pension Fund have been delegated as follows.

The Pensions Committee is responsible for policy matters including:

Setting and monitoring performance objectives for the Pension Fund

Approval and review of the overall investment strategy of the Pension Fund

Approval and review of asset allocation decisions

Performance monitoring Investment Managers and investments

Appointing (and, when necessary, dismissing) Investment Managers

Appointing (and, when necessary, dismissing) Investment Consultants

Appointing (and, when necessary, dismissing) the Pension Fund Actuary

Appointing (and, when necessary, dismissing) the Pension Fund Custodian

Setting and approving Administering Authority discretions for the Local Government Pension Scheme
Approval of key policies and statements:

- Statement of Investment Principles

- Funding Strategy Statement

- Governance Compliance Statement

- Communications Strategy Statement

e Agreeing and monitoring actions to address findings from any review of Pension Fund activities
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Administering Authority Report

The Pension Board is responsible for:

e Scrutinising the progress of actions to meet the performance objectives of the Pension Fund

e Reviewing and monitoring the training plan of the Pensions Board and elected members and officers with delegated
responsibilities for the management and administration of the Pension Fund

¢ Reviewing and monitoring the performance of external business partners, including the pensions administration
service, the actuary, the custodian and the investment consultant
Reviewing and monitoring the Risk Register and risk monitoring of scheme employers
Reviewing the implementation of revised policies and procedures, including the Administering Authority discretions
Reviewing the compliance of projects commissioned by the Pensions Committee, including the Triennial Valuation of
the Pension Fund

e Ensuring pension rules and regulations are being complied with, when officers are making decisions on pension

matters

Scrutinising data quality

Reviewing internal audit reports

Assisting in the development of improved customer services

Reviewing compliance of Investment Managers with Investment Management Agreements

Reviewing progress of agreed actions to address findings from any review of the Pension Fund activities.

All other operational decisions in the administration and management of the Pension Fund including exercising the
Administering Authority’s Discretions are delegated to the County Council’'s Chief Finance Officer, the Director of
Resources.

Membership, Voting and Meetings
The membership, voting rights and frequency of meetings of the Pensions Committee and Pensions Board are set out in
the table below:

Pensions Committee Pensions Board
Membership Ten County Council members (in Four employer representatives
proportion to the political and four member representatives

representation of the full Council)
and three (non-voting) District
Council representatives elected by
the Hertfordshire Local
Government Association.

Chairman Elected by full Council Elected by the Pension Board and
rotated annually between member
and employer representatives

Observers Staff representative, nominated by
UNISON

Voting County Council Members, as All employer and member
elected Members of the representatives have voting rights

Administering Authority, have
voting rights in accordance with
the Local Government (Committee
and Political Groups) Regulations
1990 SI No 1553 5 (1)(d).

Meetings per annum Six Four

Further information on the constitution of the Pension Board, including the appointment of employer and member
representatives, standards and conflicts of interest can be found in Annex 3 of the County Council’s Constitution.

Training

The Pensions Committee agreed a training policy for the Pensions Committee and Board at their meeting on 13 November
2015. This sets out the training objectives of the Pension Fund, the application of the policy and details of how training will
be delivered. The policy includes the training plan for the Pensions Committee and Board which will be developed and
updated on an annual basis.
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Administering Authority Report

Compliance with Statutory Guidance

The following table provides a summary of how the Pension Fund complies with the statutory guidance issued by the
Secretary of State for Communities and Local Government.

Pension Fund Compliance Statement

Principle Compliance and Comments

A. Structure

a) The management of the administration of benefits and strategic Full
management of fund assets clearly rests with the main
committee established by the appointment Council.

b)  That representatives of participating LGPS employers, admitted
bodies and scheme members (including pensioner and deferred
members) are members of either the main or secondary Full
committee established to underpin the work of the main
committee.

c) That where a secondary committee or panel has been
established, the structure ensures effective communication Not applicable
across both levels.

d) That where a secondary committee or panel has been
established, at least one seat on the main committee is allocated Not applicable
for a member from the secondary committee or panel.

B. Representation

a) That all key stakeholders are afforded the opportunity to be
represented within the main or secondary committee structure.
These include:

i)  employing authorities (including non-scheme employers, Full

€. admitted bodies). The County and District Councils,

whose employees make up 67% of the
active membership, are represented on
the Pensions Committee.

The Pensions Board is made up of four
employer representatives and four
scheme member representatives

i) scheme members (including deferred and pensioner Full

scheme members); UNISON has a place on the Pensions

Committee to represent all Scheme
members.

iii) independent professional observers, and No

iv) expert advisors (on an ad-hoc basis) Full

The Pension Fund’s Investment
Adviser, Actuary and Administrator
attend the Pensions Committee when
appropriate.

Hertfordshire Pension Fund Annual Report and Accounts 2016/17 9



Administering Authority Report

Pension Fund Compliance Statement

Principle Compliance and Comments
b) That where lay members sit on a main or secondary committee,
they are treated equally in terms of access to papers and
; o . . . Full
meetings, training and are given full opportunity to contribute to
the decision making process, with or without voting rights
C. Selection and Role of Lay Members
a) That committee or panel members are made fully aware of the
. . : Full
status, role and function they are required to perform on either a
main or secondary committee.
b) That at the start of any meeting, committee members are invited
to declare any financial or pecuniary interest related to specific Full
matters on the agenda.
D. Voting Full
a) The policy of individual administering authorities on voting rights The policy is clear that only County
is clear and transparent, including the justification for not Council members can vote. The
extending voting rights to each body or group represented on Pensions Committee believes that the
main LGPS committees. voting arrangements are justified,
because in practice the vast majority
of decisions are reached by
consensus.
E. Training/Facility Time/Expenses Full
a) Thatin relation to the way in which statutory and related Training is provided internally and
decisions are taken by the administering authority, there is a externally and offered to all Pensions
clear policy on training, facility time and reimbursement of Committee members.
expenses in respect of members involved in the decision-making | Reimbursement of expenses is
process. covered by the members’ allowance
schemes in their authority.
b) That where such a policy exists, it applies equally to all members
of committees, sub-committees, advisory panels or any other Full
form of secondary forum.
c) That the administering authority considers the adoption of annual Full
training plans for committee members and maintains a log of all
such training undertaken.
F. Meetings (frequency/quorum)
a) That an administering authority’s main committee or committees Full
meet at least quarterly.
b) That an administering authority’s secondary committee or panel
meet at least twice a year and is synchronised with the dates Not applicable
when the main committee sits.
c) That administering authorities who do not include lay members in

their formal governance arrangements, provide a forum outside
of those arrangements by which the interests of key stakeholders
can be represented.

Full

Hertfordshire Pension Fund Annual Report and Accounts 2016/17
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Administering Authority Report

Pension Fund Compliance Statement

Principle Compliance and Comments

G. Access

a) That subject to any rules in the council’s constitution, all Full
members of main and secondary committees or panels have
equal access to committee papers, documents and advice that
falls to be considered at meetings of the main committee.

H. Scope

a) That administering authorities have taken steps to bring wider Full
scheme issues within the scope of their governance
arrangements.

I.  Publicity

a) That administering authorities have published details of their
governance arrangements in such a way that stakeholders with Full
an interest in the way in which the scheme is governed, can
express an interest in wanting to be part of those arrangements.

3. Risk Management

Responsibility for the risk management of the Pension Fund rests with the Pensions Committee and is assisted by the
Pensions Board in the monitoring of risks.

Key risks are incorporated in the Pension Fund’s Risk Register, which was approved by the Pensions Committee on
7 March 2017 as part of the Funding Strategy Statement.

Four key risks to the Pension Fund have been identified:

e The Pension Fund’s Investment Strategy does not deliver the long term projected investment returns and/or does not
comply with legislation.

e  The funding level of the Pension Fund deteriorates.

e  Employers default on meeting their obligations to the Pension Fund and the Scheme.

e  The Pension Fund and its third party providers do not comply with regulations, statute or procedure.

A number of underlying risk control mechanisms are in place that aim to manage these risks and these are detailed in the
Funding Strategy Statement on page 69. Risks are monitored on a regular basis and quarterly reports are presented to
the Pensions Committee and Board, providing an update on the status of these risks. The quarterly reports and minutes
of the Pensions Committee and Board meetings are accessible from
https://cmis.hertfordshire.gov.uk/hertfordshire/Calendarofcouncilmeetings.aspx.

Investment risk and return objectives for the Pension Fund are set out in the Investment Strategy which is reviewed at
regular intervals to ensure that it will achieve the objectives. Note 6.15 of the Financial Statements provides details on
the nature and extent of risks arising from financial instruments and how these are managed.

Employers are monitored against a risk monitoring framework that aims to identify employers at an early stage who are at
risk of defaulting on their obligations to the Pension Fund. A quarterly update is provided to the Pensions Committee and
Board.

4. Administration

Hertfordshire County Council is the Administering Authority of the Pension Fund and administers the Scheme in
conjunction with the contracted business services listed below.

Hertfordshire Pension Fund Annual Report and Accounts 2016/17 11
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Administering Authority Report

Scheme Administrator providing scheme administration services for members in conjunction with the County
Council:

e Local Pensions Partnership (LPP)

Investment Managers during 2016/17 investing funds on behalf of the Pension Fund:

Allianz Global Investors Europe GmbH

Baillie Gifford & Co.

CBRE Global Collective Investors (UK) Limited
HarbourVest Partners, LLC

Henderson Global Investors Limited

JP Morgan Asset Management (UK) Limited
Jupiter Asset Management Limited

LGT Capital Partners (Ireland) Limited

Legal & General Assurance (Pensions Management ) Limited
Pantheon Ventures UK LLP

Permira Advisers, LLP

Royal London Asset Management Limited
Standard Life Investments Limited

Custodian maintaining and managing investment records and safeguarding the Pension Fund’s assets:
¢ BNY Mellon Asset Servicing B.V.

Consulting Actuary providing actuarial services:
« B McKay, Fellow of the Institute and Faculty of Actuaries, for and on behalf of Hymans Robertson LLP

Investment Consultant providing investment advice:
e Mercer Limited

Corporate Governance Adviser providing voting services:
¢ Research, Recommendations and Electronic Voting Limited

Performance Measurement Consultants providing independent reporting on investment performance:
e BNY Mellon Asset Servicing B.V.

Additional Voluntary Contributions providers for members wishing to increase benefits:

e The Equitable Life Assurance Society
e Standard Life Assurance Company

External Auditor:
¢ Richard Page, for and on behalf of Ernst & Young LLP

Banker:
e Barclays Bank, plc

Legal advisor:
Squire Patton Boggs (UK) LLP

The Pension Fund is a member or subscriber of the following bodies:
e Local Authority Pension Fund Forum
e Local Government Pension Committee
¢ National Association of Pension Funds
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Administering Authority Report

Key contacts

Administering Authority Scheme Administrator

For Investments For Benefits and Administration

Patrick Towey Taryn Mutter

Herts Finance Service Local Pensions Partnership

Hertfordshire County Council Hertfordshire Pension Team

Postal Point CHO 327 Postal Point CHO 033

County Hall, Pegs Lane County Hall, Pegs Lane

Hertford, SG13 8DQ Hertford, SG13 8DQ

01992 555148 01992 555466
pensions.team@hertfordshire.gov.uk hertscc@localpensionspartnership.org.uk

Legal Adviser

Kathryn Pettitt
Chief Legal Officer, Hertfordshire County Council

Administration Strategy

The Pension Fund has published an Administration Strategy (“Strategy”) that sets out the responsibilities of the Pension
Fund and employers and defines the required performance standards expected of the Pension Fund and its employers
and also provides details of the charges that will be levied for non-compliance.

The Strategy has been prepared in accordance with regulation 59 of the Local Government Pension Scheme Regulations
2013 (as amended). This enables a Local Government Pension Scheme Fund to prepare an administration strategy to
support the delivery of a high quality administration service.

The Strategy was produced in consultation with employers and subsequent revisions are made in consultation with
employers and approved by the Pensions Committee. The latest version was approved by the Pensions Committee on
27 February 2015 and implemented on 1 April 2015 and is accessible from the Pension Fund website at:
http://www.yourpension.org.uk/Hertfordshire/Fund-information/Policy-statements.aspx

Annual Performance Report

A set of key performance indicators has been agreed and approved by the Pensions Committee and these are used to
measure and report on the performance of the Administering Authority, the outsourced pensions administration service
provider LPP and employers. Performance is reported to the Pensions Committee and Board on a quarterly basis and
the reports and minutes from these meetings are accessible from:

http://cmis.hertfordshire.gov.uk/hertfordshire/CabinetandCommittees.aspx.

Performance of the Administering Authority
The following table provides details of the Pension Fund’s management costs shown as a unit cost per member
(contributors, deferred and pensioner) and as a percentage of Net Assets, with comparative data for 2015/16.

2015/16 2016/17 Trend
Total management costs per member £167.28 £149.31 v
Administrative expenses per member £16.31 £15.74 v
Total management costs as a percentage of Net Assets 0.44% 0.35% v
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Administering Authority Report

The Administering Authority is measured against performance and compliance with statutory requirements placed on
administering authorities for the administration of pension funds. Performance of the Administering Authority is reviewed
by periodic Internal Audit review and by the volume of complaints or internal disputes raised against the Administering
Authority. The following provides details of performance for 2016/17:

The annual external audit was carried out between February and August 2016 by Ernst & Young LLP. This
reviewed the 2015/16 Annual Report and Accounts to provide a true and fair opinion on the financial statements.
Ernst & Young LLP issued a positive Audit Results Report with no recommendations for improvements.

The annual assurance audit was carried out in December 2016 and January 2017 by the Shared Internal Audit
Service. The audit reviewed controls and procedures for pensions administration. The audit report was issued in
March 2017 with substantial assurance that effective controls are in operation.

As part of the annual external review of the 2016/17 Annual Report and Accounts, during January - March 2017,
Ernst & Young LLP carried out an assessment of internal controls. Ernst & Young LLP’s findings from the
assessment will be published in September 2017 as part of the 2016/17 Audit Results Report for the Pension Fund.
During 2016/17 there were six Internal Disputes against the Administering Authority; One of these was upheld, one
was partially upheld, and four were not upheld. A copy of the internal disputes resolution procedure is accessible
from the Pension Fund website, http://www.yourpension.org.uk/Hertfordshire/Information-for-members/Customer-
Care-Complaints

The Pension Fund achieved the statutory deadline of 31 August 2016 for the issue of the 2016 Annual Benefit
Statements for 100% of members.

Performance of the Pensions Administration Service

Performance of the pensions administration service delivered by the LPP is measured against targets set out in the
Service Level Agreement and against the number of complaints raised about service delivery. The following provides
details of performance for 2016/17:

During 2016/17 nine complaints were received; Six of these were upheld and resolved and three were not upheld.
Efficiency of the pensions administration service is measured against Service Level Agreement performance targets
which are monitored and reported on a monthly basis. The following chart sets out results for 2016/17 for key
service tasks.

Pensions Administration Task Annual Total Standard ! L

Standard
Joiners to the LGPS 2,756 6 working days 99.4%
Pensions transfers in and out 2,863 6 working days 99.9%
Processing pensions benefits for retirements and deaths 4,501 5 working days 98.8%
Providing deferred members with a benefit statement 7,402 | 30 working days 21.3% 2
Processing refunds of pensions contributions 1935 5 working days 97.9%
Providing estimates of retirement benefits 2,998 5 working days 98.9%

" From receipt of accurate information
2 Performance in relation to the provision of deferred member benefit statements is being managed under a project to improve timely notification
of leavers by scheme employers.

Performance of Employers
Employers’ performance in administering the Scheme is measured against targets set out in the Administration Strategy
and compliance with performance standards. The following provides details of performance for 2016/17:

A total of 29 charges were levied against 23 employers (8.7% of active employers) for late submission of contribution
returns or late payment of monthly contributions for contributions. Interest was levied on employers for late payment
of contributions in accordance with regulation 70 of the Local Government Pension Scheme Regulations 2013 (as
amended).

86% of active employers paid contributions by the due date each month.

86% of active employers submitted monthly contribution returns by the due date.

To ensure compliance with the statutory deadline for the issue of the 2016/17 Annual Benefit Statements to LGPS
members, the Pension Fund worked with scheme employers to ensure they understood their responsibilities under the
Scheme and the sanctions that may apply if requirements were not met and implemented a communication plan for
advising scheme employers of the requirements, timescales and support available.

Hertfordshire Pension Fund Annual Report and Accounts 2016/17 14


http://www.yourpension.org.uk/Hertfordshire/Information-for-members/Customer-Care-Complaints
http://www.yourpension.org.uk/Hertfordshire/Information-for-members/Customer-Care-Complaints

Administering Authority Report

5. Communication

The Pension Fund has published a Communication Policy Statement which sets out how it communicates with employers
and representatives of employers, Scheme members and prospective Scheme members. It was approved by the
Pensions Committee on 27 February 2015, and is timetabled for review during late 2017.

Communication Policy Statement

This Statement is prepared in accordance with regulation 61 of the Local Government Pension Scheme Regulations
2013, which requires an Administering Authority to prepare, maintain and publish a statement on its policy for
communicating with members and employing authorities.

Employers
The following media is used to communicate with employers in the Pension Fund:

e Annual General Meeting
All employers are invited to attend, to listen to presentations on topical issues and to raise questions about the
Pension Fund.

e Monthly Newsletters and Ad Hoc Bulletins
All employers receive monthly newsletters which provide information, advice and guid