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Hertfordshire

AGENDA for a meeting of the PENSIONS COMMITTEE to be held in
COMMITTEE ROOM B, County Hall, Hertford on WEDNESDAY, 29 NOVEMBER
2017 at 10:00AM

MEMBERS OF THE COMMITTEE (10) - QUORUM 3

S J Boulton, D S Drury, J S Kaye (substituting for J M Graham), C M Hayward, J G L
King, A J S Mitchell, R G Parker, S Quilty, R Sangster, J D Williams (Chairman)

REPRESENTATIVES OF HERTFORDSHIRE DISTRICT / BOROUGH COUNCILS (3)
(NON-VOTING)

J Lloyd, K Ayling, M Freeman
Invitees:
Colm O’Callaghan, District Finance Representative

Meetings of the Committee are open to the public (this includes the press) and
attendance is welcomed. However, there may be occasions when the public are
excluded from the meeting for particular items of business. Any such items would be
taken at the end of the public part of the meeting and listed under “Part Two (‘closed’)
agenda’.

Committee Room B is fitted with an audio system to assist those with hearing
impairment. Anyone who wishes to use this should contact main (front) reception.

Members are reminded that all equalities implications and equalities
impact assessments undertaken in relation to any matter on this agenda must
be rigorously considered prior to any decision being reached on that matter.

Members are reminded that:

(1) if they consider that they have a Disclosable Pecuniary Interest in any matter
to be considered at the meeting they must declare that interest and must not
participate in or vote on that matter unless a dispensation has been granted
by the Standards Committee;

(2) if they consider that they have a Declarable Interest (as defined in paragraph
5.3 of the Code of Conduct for Members) in any matter to be considered at
the meeting they must declare the existence and nature of that interest but
they can speak and vote on the matter
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PART | (PUBLIC) AGENDA

1. MINUTES

To confirm the minutes (Parts | and Il) of the Pensions Committee meeting
held on 31 October 2017. Part Il minutes to follow.

2. RISK AND PERFORMANCE

Report of the Director of Resources

PART Il (‘CLOSED’) AGENDA
EXCLUSION OF PRESS AND PUBLIC
The Chairman will move:-
“That under Section 100(A)(4) of the Local Government Act 1972, the press and public
be excluded from the meeting for the following item of business on the grounds that it
involves the likely disclosure of exempt information as defined in paragraph 3 of Part 1

of Schedule 12A to the said Act and the public interest in maintaining the exemption
outweighs the public interest in disclosing the information.”

PART Il (‘CLOSED’) AGENDA

1. PENSION FUND — FUNDING AND INVESTMENT REPORT (Formerly
PERFORMANCE REPORT) AS AT 30 SEPTEMBER 2017

Report of the Director of Resources

2. REVIEW PAPER - JANUS HENDERSON INVESTORS
Report of Mercer

3. INVESTMENT STRATEGY UPDATE
Report of Mercer

4, ACCESS - OPERATOR PROCUREMENT

Report of the Director of Resources

5. ACCESS - PASSIVE PROCUREMENT AWARD

Report of the Director of Resources
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6. PENSION FUND - COST OF INVESTMENT MANAGEMENT

Report of the Assistant Director of Finance

If you require further information about this agenda please contact Stephanie Tarrant,
Democratic Services Officer, on telephone no (01992) 555481 or e-mail
Stephanie.tarrant@hertfordshire.gov.uk

Agenda documents are also available on the internet at:
https://cmis.hertfordshire.gov.uk/hertfordshire/Calendarofcouncilmeetings.aspx

For further information about the issues covered in these reports please contact Patrick Towey
on 01992 555148.

KATHRYN PETTITT
CHIEF LEGAL OFFICER
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Minutes

A
Hertfordshire
To: All Members of the Pensions From: Legal, Democratic & Statutory Services
Committee Ask for: Stephanie Tarrant
Ext: 25481

PENSIONS COMMITTEE
31 OCTOBER 2017

ATTENDANCE

MEMBERS OF THE PENSIONS COMMITEE

S J Boulton, D S Drury, J M Graham, T R Hutchings (substituted for C M Hayward), J G L
King, A J S Mitchell, R G Parker, S Quilty, R Sangster, J D Williams (Chairman)

MEMBERS OF HERTFORDSHIRE DISTRICT/BOROUGH COUNCILS (NON-VOTING)
M Freeman

Upon consideration of the agenda for the Pensions Committee meeting on 31 October
2017 as circulated, copy annexed, conclusions were reached and are recorded below:

Note: No conflicts of interest were declared by any member of the Committee in
relation to the matters on which conclusions were reached at this meeting.

PART | (‘OPEN’) BUSINESS
ACTION

1. MINUTES

1.1 Minutes (Part I) of the meeting of the Pensions Committee held on 4
September 2017 were confirmed as a correct record and signed by
the Chairman.

2. EXCLUSION OF PRESS AND PUBLIC
The Committee agreed to move into Part Il (‘closed’ session’).

That under Section 100(A)(4) of the Local Government Act 1972, the
press and public be excluded from the meeting for the following items
of business on the grounds that they involve the likely disclosure of
exempt information as defined in paragraph 3 of Part 1 of Schedule
12A to the said Act and the public interest in maintaining the
exemption outweighs the public interest in disclosing the information.
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1.1

2.1

3.1

PART Il (‘CLOSED’) AGENDA

PANTHEON VENTURES (UK) LLP - PRIVATE EQUITY TRAINING
AND PORTFOLIO AND PERFORMANCE PRESENTATION

Decision

The Minute for this item of business is set out in the separate Part Il
Minutes.

HARBOURVEST PARTNERS (UK) LTD - PRIVATE EQUITY
TRAINING AND PORTFOLIO AND PERFORMANCE
PRESENTATION

Decision

The Minute for this item of business is set out in the separate Part Il
Minutes.

REVIEW OF PRIVATE EQUITY PORTFOLIO
Decision

The Minute for this item of business is set out in the separate Part Il
Minutes.

KATHRYN PETTITT
CHIEF LEGAL OFFICER CHAIRMAN

CHAIRMAN’S
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HERTFORDSHIRE COUNTY COUNCIL Agenda Item No:

PENSIONS COMMITTEE
WEDNESDAY, 29 NOVEMBER 2017 AT 10:00AM 2

RISK AND PERFORMANCE

Report of the Director of Resources

Author of the report: Jolyon Adam, Finance Manager (Telephone: 01992 555078)

1. Purpose of the Report

1.1 To provide the quarterly update on Risk and Performance for the Pension Fund
for the period 1 July to 30 September 2017.

2. Summary

2.1 The report provides an update on the following matters:

e summary of reports to be presented to the December meetings of the
Pensions Boards;

e current status of risk and governance matters that are monitored as part of
the Risk Register;

e current status of risk monitoring of Scheme Employers; and

e performance of the Administering Authority measured against performance
indicators set out in the Administration Strategy.

3. PENSION BOARD REPORTS

3.1 The Pensions Committee are invited to note the following reports related to risk
and performance that the LGPS and Fire Pension Boards will receive at their
September meetings:

LGPS Board
e Risk and Governance Report:
o Providing a detailed quarterly update on the governance and
management of the Pension Fund.
¢ London Pensions Fund Authority Administration Report:
o Providing a quarterly update on the performance of the administration
service for the Local Government Pensions Scheme.
e ACCESS Update
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Fire Board

e London Pensions Fund Authority Administration Report providing a
quarterly update on the performance of the administration service for the
Firefighters’ Pension Scheme

4. RISK REGISTER

4.1 The Risk Register sets out risk control mechanisms that aim to either avoid or
reduce the probability and/or impact of any risk event in relation to the Pension
Fund. Risks are classified using the following criteria.

Risk Level Description
The consequences will have a severe impact on the delivery of a key priority
and comprehensive management action is required immediately.
The consequences of the risk materialising would be significant, but not
Significant | severe. Some immediate action is required plus the development of an
action plan.
. Consequences of the risk are not significant and can be managed through
Material ; : 4
contingency plans. Action plans can be developed later to address the risk.
Manageable Consequences of the r|ek are coneldered relatively unimportant. The status
of the risk should be reviewed periodically.

4.2 Table 1 provides the current risk status of the four key risks and a summary of
activities undertaken during the quarter to September 2017. The risk status key
is shown in the following chart.

A An increase in risk status since the previous quarter
<> Risk status has remained unchanged since the previous quarter
v A decrease in risk status since the previous quarter

Table 1: Risk Register — Current Status and Activity Summary

Risk Change

Risk in Risk Quarterly Activity Summary
Level Status

The ACCESS proposal has been
approved by Government and all 11
authorities involved have signed the
inter authority agreement allowing the
establishment of a Joint Governance
Committee (JGC). The JGC met for

The Pension Fund the first time on 31%t July and elected

Investment Strategy a chair and vice-chair.

does not deliver the )

A | long term projected Amber <4 A procurement processes is now
investments returns and underway to establish an operator for
does not comply with the pooled investment vehicle. A
legislation. separate update on ACCESS,

including this procurement is provided
in a paper to this Committee.

Officers have been working with the
investment consultant, and a cross-
party working group of members from
the Pension Committee to manage
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the transition to the new 2017
Investment Strategy. Updates on
proposals from this working group are
being presented to the Committee in a
separate paper.

The funding level of the
Pension Fund
deteriorates.

Amber

<

A quarterly update on funding is being
presented to this committee which
shows the funding position changing
from 91% at the last valuation to 99%
as at 30 September 2017. The deficit
at this date has therefore fallen to
£46m.

The 2017 investment strategy is
seeking to de-risk the fund away from
equities, and move to protect the high
funding level. A number of Part Il
papers to this meeting of the
Committee will outline progress and
recommendations towards achieving
this.

Scheme employers
default on meeting their
obligations to the
Pension Fund and
LGPS.

Amber

<

The 16/17 Annual Benefit Statement
exercise was completed in August,
with all active members receiving their
ABS statements by the deadline of
315t August.

A review of 16/17 ABS exercise is
underway to highlight employers who
have not communicated changes in
their members’ circumstances to the
LPP in a timely manner. The fund is in
the process of contacting and working
with these employers through the
year in order to reduce the strain on
LPP at year end.

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

Green

<

Separate reports are being presented
to the committee to update on the
current status of asset pooling.

The Administering Authority has been
making use of external legal advice
from Squires Patton Boggs when
considering new or amended policies
and processes to make sure that they
are compliant with regulations.
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5. SCHEME EMPLOYERS RISK MONITORING

5.1 Scheme Employers are monitored on a monthly basis to measure the trend and
current status of risk where scheme employers’ covenants may have a
detrimental impact on the Pension Fund.

5.2 Scheme employers are rated as:

e RED - highrisk: This indicates that action is required to mitigate the risks
to the Pension Fund where there is a high risk of a scheme employer
defaulting on its obligations to the Pension Fund.

e AMBER - medium risk: This indicates that scheme employers require
review or ongoing monitoring to determine whether any actions need to be
taken to mitigate the risks identified.

e GREEN - lowrisk: This indicates that there are no immediate issues or
actions to be taken.

Table 2 provides a summary of the current position, with comparative data for
previous quarters to create a rolling-year illustration.

Table 2: Employer Risk Monitor — Current Trend and Status

M Action Required

Monitor

|

m No Issues

Apr-Jun

)
17 o

tD
Oct-Dec 119%

Jan-Mar
0,
17 - 11.9%

I

T T 1

O% 20% 40% 60% 80% 100%

Table 3 provides an analysis of the number of scheme employers in each risk
category together with the value of net liabilities for each risk category.
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Table 3: Analysis of Scheme Employers by Risk Category

April - June 2017 - July — September 2017
Scheme Net Assets/ g(i:sokre R;;ﬁ?:éig?g Scheme Net Assets/ gti:sc:'e
Employers (Liabilities) 1 Employers (Liabilities) 1
No. % £m % No. % £m %
52 14.5 46| (1.4) 12.6 Red (9+) 46 13.0 45| (1.3) 12.7
44 12.3 (66.5) 19.8 4.9 | Amber (4-8) 46 13.0 (66.5) 19.8 4.8
262 73.2 | (274.5) 81.6 0.6 | Green (0-3) 263 74.0 | (274.5) 81.6 0.6
358 | 100.0 | (336.4) | 100.0 29 Total 355 | 100.0 | (336.5) | 100.0 27

A further analysis detailing employers within the ‘red’ category with outstanding
admission agreements has been provided at Appendix A. This action plan sets
out the original reasons for the delay in each case, the current status of the
agreements and the next steps for each case.

Table 4 below summarises the movements in number and age of outstanding
Admission Agreements.

Table 4: Outstanding Admission Agreements

Time period Q3 Oct-Dec | Q4 Jan-Mar | Q1 Apr-Jun | Q2 Jul-Sept
since transfer 2016 2017 2017 2017
0-6 months 5 3 0 1
6-12 months 6 7 7 1
Over a year 14 16 18 16
Total 25 26 25 18

Appendix A outlines the Administering Authority’s action plan for the remaining
outstanding Admission Agreements.

ADMINISTERING AUTHORITY PERFORMANCE MONITORING

The performance of the Administering Authority and scheme employers in
managing and administering the Pension Fund is measured against
performance indicators set out in the Administration Strategy. This section also
includes information about treasury management performance against the
annual Treasury Management Strategy.

6.2 Table 5 provides the current status and commentary on the performance

indicators. The performance status key is shown in the following chart.

A A deterioration in performance since the previous quarter
<4 Performance has remained unchanged since the previous quarter
v An improvement in performance since the previous quarter

! Calculated as an average of the individual risk scores across all employers within the category, and in total.

Agenda Pack 10 of 16 5




Table 5: Administering Authority Performance Monitor

Indicator

Change in
Performance
Status

Commentary

Audit Reviews

<

The annual (internal) administration audit of the
Pension Fund’s systems and processes is due to
commence in November/December 2017, with an
estimated completion date of February 2018. This
audit should provide assurance around the
administration and systems largely operated by the
LPP.

Whilst the draft Annual Report & Accounts 16/17 were
completed by the 315 May ‘faster close’ deadline
(coming into force for the 17/18 financial year),
Officers will be working with the External Auditor to
ensure that timetables are sufficiently advanced to
ensure the audited accounts are completed by the 31!
July 2018 deadline for sign off by Audit Committee.

Preliminary timetabling and dates have been agreed
with Ernst & Young such that they will commence their
audit on 215t May — around three weeks earlier than in
previous years.

Complaints and
Internal Disputes

<

Complaints:

During the quarter there were three new LPP service
complaints.

A complaint was received from a pensioner regarding
Hertfordshire Pension Fund’s policy of only sending a
payslips in March, April and May of each year and
when there is a change in payment of more than

£5. LPP responded to the member explaining that
payslips are sent on three consecutive months
because pensions increase is applied in

April. Information was provided around joining
Member Self Service to enable the member to access
pay history at any time.

A complaint was received from a member regarding a
delay in processing their deferred benefit into pay. The
member’s address was incorrectly recorded on LPP’s
system in 1999, but no returned post had been
received indicating the address was incorrect. The
LPP wrote to the member when the pension became
payable but as there was no response, assumed that
the member wanted to delay drawing it, which is not
uncommon. The member subsequently wrote to
enquire about her pension and an estimate was sent
to her with a personalised letter. Her pension was
subsequently paid in accordance with her instructions.
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A complaint was received from a deferred member
due to incorrect retirement estimates. The member’s
records were merged, however as this was not
showing correctly on the pension’s administration
systems, the member received two quotes for the
same period of service. An apology was sent to the
member and the correct pension is now in payment.

IDRP:

During the quarter to 30 September 2017, two new
IDRP’s were raised against the Administering
Authority.

A stage 1 appeal was received regarding the change
in the late retirement factors introduced by
Department for Communities and Local
Government. The administering authority have
dismissed the application due to the fact that the
changes are outside the fund’s control and all was
done within the possible timescales to communicate
these changes to members.

A stage 2 appeal has been submitted against the
Administering Authority regarding incorrect estimates
provided to a member prior to their retirement. The
member was previously awarded £500 compensation.
However, the member is appealing the decision which
requires him to repay some of the pension back to the
Hertfordshire Pension Fund if he wishes to re-state his
commutation preference. LPP are assisting where
required.

There were 5 penalty charges raised for the period to
30 September 2017 against 4 scheme employers for
late payment of contributions or late return of monthly
contribution forms.

Scheme o
Employer Late < There were 6 incidents of late payment by scheme
Payments and employers in the quarter to 30 September 2017, but
Penalty Charges not all of these will result in penalty charges if there
are exceptional circumstances involved. Details of
these late payments are reported in the LPP’s
quarterly Administration Report which is presented to
the Pensions Board.
Officers are working with the LPP to address the
LPP_ _ _ backlog of Defined Benefit cases, and develop the
Administration action plan already in place to continue to reduce this
Service < backlog in light of the one-off increases arising from
Performance year-end processes. The Pension Board is also
Indicators

monitoring this area closely to ensure that progress is
delivered.
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Proposals put forward by the Pensions Board have
been appraised by the Fund'’s external legal
consultant (Squires) and will be reviewed with the
Pension Board regarding giving the administering
authority further options to enforce admission bodies
and ceding employers to finalise admission
agreements in a timely manner.

Treasury
Management

<

The average size of the portfolio at 30 September
2017 was £21.2m increasing from £14.8m in the
previous quarter. This is below the cap of £35m.

Interest earned in the quarter to 30th September 2017
was £9.8k increasing from £7.8k in the previous
quarter.

The rate of return was 0.19% decreasing from 0.21%
in the previous quarter. This was 0.10% above the
benchmark of the average 7 day London Interbank Bid
(LIBID) rate of 0.11%.
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APPENDIXA  OUTSTANDING ADMISSION AGREEMENT ACTION PLAN (AS AT 30/09/17)

Risk o .
No. Reason for delay Summary of current position Action plan
category
DELAY IN ADMISSION BODY PROVIDING INFORMATION
1-2 HCC Finance have escalated with the contract manager who
e Delay in admission body HCC Legal liaising with employer to progress Admission has chased the contractor but with no response. This will
ear
providing information Agreement and Bond however there is a lack of communication now be escalated internally with HCC Finance & Service
Management.
DELAY IN ADMISSION BODY SECURING INDEMNITY
3
. o Employer enquiring about an alternative form of indemnity, a cash . . . .
Delay in admission body . . . HCC Finance looking at potential to accept this form of
1 Year + . deposit for the bond value placed with HCC in escrow. The Actuary | . . .
securing bond . . . . . . indemnity before providing response to employer
has advised there is no issue with accepting this
4
. e Bond options have been provided by HCC Finance and employeris | Awaiting confirmation of sourced bond from employer
Delay in admission body . . . . - . .
1Year + ine bond currently seeking a provider before Finance is able to pass to HCC before continuing to progress Admission Agreement with
securing bon
& Legal to formalise admission HCC Legal
5 . o . . Awaiting confirmation of sourced bond from employer
Delay in admission body HCC Finance have responded to all queries from the employer L o .
1 Year + i X . before continuing to progress Admission Agreement with
securing bond regarding the bond value and are awaiting a response
HCC Legal
6 . o . . . Awaiting confirmation of sourced bond from employer
Delay in admission body Requirement to have a bond in place questioned by employer, L o .
1 Year + before continuing to progress Admission Agreement with

securing bond

HCC have responded and awaiting response

HCC Legal
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Risk

calculations due to a backlog
following the 2016 Triennial

completed

No. Reason for delay Summary of current position Action plan
category
DELAY IN ADMISSION BODY RETURNING SIGNED DOCUMENTS
7 i Delay in admission body Bond agreement signed-off and returned. Waiting on returned Bond agreement signed-off and returned. Waiting on
ear
returning signed documents signed copy of Admission Agreement returned signed copy of Admission Agreement
8 i Delay in admission body 7 Local Authorities party to Admission Agreement, HCC Legal sent | 4 out of 7 signed copies of the Admission Agreement
ear
returning signed documents copies out to all for sign-off and received 4 out of 7 to date returned, awaiting return of the rest
DISPUTE OVER CONDITIONS OF ADMISSION
9 . . o o HCC Finance (in liaison with HCC Legal and the Actuary) are
Dispute over conditions of Hymans calculated employer contribution rate which is high and . , , .
1Year+ o . looking at a ‘pass through’ arrangement in such events
admission has been queried by the employer L . o
where the contribution rate is so high in order to progress
10 . . L L HCC Finance (in liaison with HCC Legal and the Actuary) are
Dispute over conditions of Hymans calculated employer contribution rate which is high and . , , .
1Year+ o . looking at a ‘pass through’ arrangement in such events
admission has been queried by the employer L . o
where the contribution rate is so high in order to progress
11 Dispute over conditions of o . i i
1Year+ o Legal opinion to be sought by HCC from Squires HCC Finance and Legal to draft e-mail
admission
12 . . Talking with ceding employer to establish whether the two staff . L .
Dispute over conditions of . ) . . HCC Finance waiting for response from the ceding employer
1 Year + o that TUPE'd are still working on the contract, if not there may not . o .
admission . . to establish facts around whether admission is required.
be a need to pursue completion of an Admission Agreement
THIRD PARTY DELAY
13 . . Admission Agreement was awaiting sign-off however the last HCC Finance to check that last active employee had opted
Delays in the actuarial
1 Year + active member left in August and the AA may not need to be out of pension and therefore no contributions were required

to be collected. If so, this entry can be removed
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Risk

No. Reason for delay Summary of current position Action plan
category
Valuation
14 Reports now obtained from the actuary which will be shared with . .
. ) . . Reports to be shared with employer and assuming no
1Year+ Third party delay employer. Assuming no disputes it will then be progressed by HCC . .
disputes will then be progressed to HCC Legal
Legal
15 . Admission and Bond Agreements sent out to employer waiting for . .
1Year+ Third party delay . . . HCC Finance chasing employer for a response
confirmation of bond sourced and return of signed documents
16 . There was some delay in making indemnity arrangements but now | With HCC Legal to draft Admission Agreement and once
1Year + Third party delay . . . . . .
this is with HCC Legal to draft Admission Agreement complete will be shared with parties for sign-off
17 Delay in the actuarial
6-12 calculations due to a backlog Contribution Rate and Bond calculated. Information passed to HCC | With HCC Legal to draft Admission Agreement and once
Months following the 2016 Triennial Legal to draft Admission Agreement complete will be shared with parties for sign-off
Valuation
18 . . L With HCC Legal to draft Admission Agreement and once
0-6 Months | Third party delay With HCC Legal to draft Admission Agreement

complete will be shared with parties for sign-off

TOTAL: 18 OUTSTANDING ADMISSION AGREEMENTS

Agenda Pack 16 of 16




	01 - 171129 Pensions Agenda
	RISK AND PERFORMANCE
	PENSION FUND – FUNDING AND INVESTMENT REPORT (Formerly PERFORMANCE REPORT) AS AT 30 SEPTEMBER 2017
	ACCESS – OPERATOR PROCUREMENT
	ACCESS – PASSIVE PROCUREMENT AWARD
	PENSION FUND – COST OF INVESTMENT MANAGEMENT
	R

	02 - 171031 Pensions Committee Minutes Part I
	03 - Risk & Performance Report
	RISK AND PERFORMANCE
	Author of the report: Jolyon Adam, Finance Manager (Telephone: 01992 555078)


	04 - Appendix A - Outstanding Admission Agreement Action Plan

