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Taking a holistic approach to pensions
administration & investment in the LGPS

EXPECTATION: ALREADY THERE??

* The Pensions Committee (S.101) is
responsible for all aspects of strategic
management of the fund including the
assets and the administration and
payment of benefits




Current Fund governance structure

Secretary of State
(Communities and Local Government)

Administering Authority

Pension Committee
(5.101 responsibilty - decision making,
funding strategy, etc)
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Future LGPS governance structure

HM Treasury

ponsible Aut! y Qualified
(Secretary of Stat person
N al Scheme
Advisory Boal
} Administering Authority
101 responsibility)
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Cosmic forces.........coceeuiennninn
o
- ~Scheme Governance w
« Structural Investment Cﬁﬁlﬁ/%
* New LGPS
» Change of Status of County &
Metropolitan Treasurers
- TPR - Codes of Practice
and oversight
- Political Football
- Increasing scrutiny
- New legal obligations for internal controly
and reporting requiveimenty
- Wider pensiony reform
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The Man With Two Hats

ONE HAT?

- | P

STAKERGLOERS
Administration “The bit in the middle’ Investment

Statutory Accounts
Banking, Monitoring,
Payments/Receipts, Budgeting

Member data

Wl Health (€),
Retirements, Leavers, SF3 Contribution monitoring, Liability
Joiners, Deaths, Covenant reporting, Advisory
Pensions payroll, Divorce, Employer merger (colleges/academies), Transition,
| Redundancy, New employers (contractors, mutuals, academies), Manager selection, Cost
[ individust mnsvers, Employers ceasing (managing flight path), Triennial valuation, analysis & Review,
Benefit statements, Funding Strategy, lli-Health i insurance, mm«v moﬁmvhu. Cash transfers,
Annual allowance, | Employer , Transer ;
Lifetime allowance, Employer funding plans, i ith A Tax,
AVC's (third party), Employer 'umm Employer changes, ibutic
\ avC's (scheme) s - internal, external and Employer, Tax filing, compisnce &
Recharges, Committee reporting, Member Training, Bonds, optimisation (UK and
Bulk transfers, overseas), Investment
Employer communications, max agreemeny’,
Control reports, h et
Collateral monitoring, Rebalancing,




The holistic picture

- Governance

* Investment

« Accounting

« Strategy

* Scheme Administration

« Communications

« Business/ Service Planning

« Budget Control

» Performance

« Compliance

- Stakeholder engagement
- RskManagement

- Resourcing

- TPR codesof practice & oversight
- New PensionBoards

- New legal internal controly

- Cost [sustninability
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Black holes?

- Many different set-ups &
structures

= Who's responsible /
accountable?

2
= Complex for stakeholders y
- N\
* The bits in the middle

= Difficult for yow

The Case For Separation

Maxwell Scandal

Goode Report/Pensions Act 1995
Standard Practice across virtually all UK pension schemes (since 1997)
Advantages:

Clear separation of decision making

Transparency

Consistency and member representation
Reduces conflicts of interest



https://www.google.co.uk/url?q=http://www.theguardian.com/football/2009/may/20/seven-deadly-sins-football-gluttony-part-three&sa=U&ei=ott1U_aVKMbgOJyHgYAB&ved=0CDAQ9QEwAQ&sig2=KeJbTnMQB35yCC6rLqvbIg&usg=AFQjCNFzDp9j8evGVAIKmSgoRRUI9GMwQQ

Utopia — Getting it together
(well a step in the right direction!)
= Clear & accountuble Governonce Structire

= Head/Director of Pensions
(Investment & Administration)

= All pension functions managed and developed
together & ring fenced —
‘focussed, accountable & stable’ &1 re i<

= Shared business development objectives

* Resourced

* Tromgparent w /
«Costeffective & efficient

=Cleawr decision making

Full alignment of interesty AN ] i %
«Organisational continuity f \
=No-conflict of interest

26/01/2015

= Budget control ny

= Clear, seamless, cost effective customer
facing service — ‘easy to use’

= Engaged stakeholders
= Transparency

= Compliance

= Continuity

= Sustinable

Not an alternative lifestyle....

Holistic —

‘dealing with or treating the whole of
something or someone and not just part’

Cambridge Advanced Dictionary

Governance -
‘the mechanisms; processes and relationy concerned withv




The answer
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Ring Fencing as a first step...

Separation by delegation
Bound by LGPS Regulations
(not choice)

Statutory function

Established guidance and built
in protections

eaEss: !« Fiduciary duty to employers
EHH EEEEEEEY  and members (public law)

Essential for named person to
be responsible for pensions

Eventually ???

—>




Still on a ‘doing it together’ theme...
By the LGPS for the LGPS
National LGPS Frameworks - collaboration in action:
» Leverage our combined buying power
* We all have to buy specialist services
* We all have to comply with Public Contracts
Regulations

— National LGPS Frameworks are an OJEU compliant
procurement vehicle

— Remove the need to independently undertake full
European union (OJEU) procurement

— Retain local service definition and decision making

— Designed specifically for all funds to use
» Tested and proven way to save time, save money
» Non profit making (shared volume based rebates)
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How does it work?

National LGPS
Frameworks do

this
Funds just
nied to do this
[ —
.
el
[R—— Ak,
National LGPS Iw-.-w.
®  Frameworks g oﬁ

National Procurement Frameworks
‘For the LGPS, by the LGPS’

* Live frameworks:

+ Actuarial and Benefit Consultancy
* Investment Consultancy

* Global Custody Services

* Legal Services (just launched)

Although in their
infancy by March
2014 Funds had
already saved £8m
via the National

National LGPS LGPS Frameworks
Frameworks




Summary of progress to date

individual contracts have been awarded from the
three frameworks (Actuarial & Benefits, Investment
Consultancy and Custody)

Further 20 in the process of using and 24 more in the
pipeline

Over half of the LGPS Funds (54) have engaged with e o
the project Finalist

GO/ John F McCleliand

Estimated savings to the end of March 2014 on the
contracts let just under over the life of the
contracts

t

Estimate that should all Funds use the frameworks for
these procurements (just for the existing services not
including legal) savings could amount to over
their lifetime
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National Procurement Frameworks for the
LGPS
Founders and Partners
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To find out more... National LGPS
Frameworks

Email:
nationalLGPSframeworks@norfolk.gov.uk

Tel: 01603 495922
www.nationalLGPSframeworks.org

Tclinvestment Awards 2014
WINNER

PRt o
Finalist
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