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Report from Chairman of the Pension Fund Committee

WELCOME TO THE ANNUAL REPORT OF
THE CITY OF WESTMINSTER PENSION
FUND.

The Pension Fund Committeeis responsible for
overseeing the management of the City of
Westminster Pension Fund, including investment
managementand pension administration. As the
Chairman of this Committee, | am pleased to
introducethe Pension Fund’s Annual Report forthe
year 2019/20.

Duringthevyear, thevalue of the Fund decreased by
£94mto £1,324m, reflectingthe impact of the COVID-
19 fromearly February 2020. Markets have showna
greater degree of volatility during the final quarter of
2019/20 andthe Pension Fund Committee continues
to monitor the Fund closelyat every meeting and
challenges the investment advisersand investment
managers as necessary to ensurethe Fund’s

investments are being managed effectively.

Recognising the volatility in equity markets, which
have grown significantly, the Pension Fund
Committeeis currentlyin the process of a strategy
review which will consider the possibility of further
diversificationand the appointment of an active
equity manager, having terminated Majedie Asset
Management latein 2019. Theappointment of an

active equity manager and further diversification will

assist the pension fundin therecovery and further

assistin the dampening of future volatility.

The Pension Fundwas last valued by the Fund’s
actuary, Barnett Waddingham, as atthe 31 March
2019 actuarial valuation. Theactuary reported that
the Fund has assets to cover 99% of theliabilities.
Preparations are commencing for the next actuarial
valuation asat 31 March 2022 with planned
improvementsin the Fund’s membershipdata. The
City Council’s deficit recovery planis continuing to pay
in enhanced contributions to the Fund throughout
2020/21 and2021/22, with theaim of improving the
overall funding level and reducing the deficit recovery

period.

The Fund continues to workwith the London
Collective Investment Vehicle (LCIV) to gain
efficiencies through pooling of Pension Fundassets.
The Fund continues to benefit fromthe lower fees
negotiated by LCIV on its Legal and General Passive
Equities Portfolio, as well as benefitting from lower
fees in future active equity and alternative investment
managers. The Fund’s proportionof assets pooled
now is over 67%, making the City of Westminster
Pension Fund one of the biggest LCIV within the
London CIV pool.

The Pension Fundis committed to beinga responsible
investor and will be exploring investment
opportunities withinrenewables and Environment,
GovernanceandSocial (ESG) investmentin the
followingyear. In addition to this, as the Chairman of
the City of Westminster Pension Fund, [ have been
invited to siton the Responsible Investment working
group atthe London CIV, whereby discussions on ESG
and responsibleinvestmentissues with other London

Boroughs will be explored.

The Fund’s Annual General Meeting scheduled for
June 2020 has been postponedfor obvious reasons,

with officers planningto reschedule as soon as able.

| would like to thank all those involved in the
management of the Pension Fund during the year
during 2019/20.

Coundillor Eoghain Murphy
Chairman of the Pension Fund Committee
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Introduction

The City of Westminster Pension Fund is part of the
national Local Government Pension Scheme (LGPS),
administered by Westminster City Council. Itisa
contributory defined benefit pensionscheme
established under statute, which provides for the
payment of benefits to employees and former
employees of the City of Westminster Council andthe
admitted and scheduled bodies in the Fund.

The Fund is financed by contributions from
employees, the Council, the admitted and scheduled
bodies and returns fromthe Fund’sinvestments.
Contribution rates foremployees and employers are
set by the Fund’s actuary atthe actuarialvaluation
whichis carriedout every threeyears. The most
recentrevaluation, carriedoutasat31 March 2019,
was used to set contribution rates with effect from 1
April 2020 through to April2023. The accounts were
prepared as per the 2016 valuation which covers the
threefinancial yearsto 2019/20.

A new LGPS scheme was introduced with effect from
1st April 2014. Oneof themain changesisthata
scheme member’s pension is no longer based on their
final salary but on their earnings throughout their
career. Thisisknown as a Career Average Revalued
Earnings (CARE) scheme. Everythingbuiltupinthe
Scheme before 1st April 2014 is protected so benefits
up to that date will be based on the scheme
member’s final year’s pay.

Benefits payablefromthe Fund areset outin the
Local Government Pension Scheme Regulations2013,
as amended, and in summary consist of:

e Apensionbased on careeraverage earnings
(revalued in line with the Consumer Price Index)

e Pensionable pay toinclude non-contractual
overtime and additional hours

e  Flexibility for member to pay 50% contributions
for 50% of the pension benefit

e Normal pension ageto equal theindividual
member’s State Pension Age

e Optiontotrade£l of pension fora£12 tax-free
lump sum atretirement

e Deathinservicelump sum of threetimes
pensionable pay andsurvivor benefits

e Early paymentof pensionsin theeventofill
health

The Fund is governed bythe PublicService Pensions
Act 2013 and the LGPS Regulations 2013 (as
amended) and the LGPS (Managementand
Investment of Funds) Regulations 2016. The content
and format of thisannual reportis prescribed by the
LGPS Regulations 2013.

Publication of this report gives the Council the
opportunity to demonstrate the high standard of
governance andfinancialmanagementapplied to the
Fund. Itbrings together several separate reporting
strands into one comprehensive document that
enables both the public and employees to see how
the Fund is managed and how well itis performing.

It isin the interest of both employees and the public
thatthe Fundis well managed and continues to
provide high returns and excellent value for money.
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Introduction (continued)

This annual report comprises the following sections:

e Management and Financial Performance which
explains the governance and management
arrangements for the Fund, as well as
summarising the financial position and the
approachto risk management.

e InvestmentPolicy and Performance detailing
the Fund’sinvestment strategy, arrangements
and performance.

e Scheme Administrationwhichsets outhow the
Scheme’s benefits and membershipare
administered.

e Thefunding positionof the Fund with a
statement fromthe Fund’s actuary.

The Fund’s annual accounts for the year ended .
31 March 2020

Asset Pools and their governance structure
includingcosts

List of contacts and a glossary of some of the
moretechnical terms

Appendices setting out the various regulatory
policy statements of the Fund:

Governance Compliance Statement
Investment Strategy Statement
Communication Policy

Funding Strategy Statement

Further information about the Local
Government Pension Scheme can befoundat
www.westminster.gov.uk/council-pension-fund

(=]
(=]
~N
>
2
2
(=
>
-
ol
m
-
(]
=
=
N
(=]
=3
o
S~
N
(=]
N
(=]
°
o
]
m
m
>
(@]
m



http://www.westminster.gov.uk/council-pension-fund
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Governance Arrangements

PENSION FUND COMMITTEE

Westminster City Councilhas delegated responsibility
for pension matters to the Pension Fund Committee
(the Committee). The Committee obtains and
considers advice fromthe Tri-Borough Director of
Pensionsand Treasury, the Section 151 Officer and, as
necessary, fromthe Fund’sappointed actuary,
advisors and investment managers.

Terms of Referencefor the Pension Fund Committee
areset outin Appendix1 as part of the Governance
Compliance Statement.

The Committeeis made up of four elected Members
of the Council (three fromthe administration party
and oneminority party representative) who meet at
least four times ayear. All members have full voting
rights.

During the year the membership of the committee
changed with Councillor Antonia Cox (Chairman) and
Councillor Melwn Caplanstepping down. The current
membership of the Pension Fund Committee is:

e  Councillor Eoghain Murphy (Chairman)
e  Councillor Barbara Arzymanow

e  Councillor Angela Harvey

e Councillor Patricia McAllister

Councillorsmay be contactedat 64 Victoria Street,
London, SW1E6QP.

LOCAL PENSION BOARD

At the startof 2015/16, the Pension Fund Committee
established a local pensionboard in compliance with
the requirements of the Public Service Pensions Act.
The purpose of the Boardis to provide oversight of
the Fund Committee.

Terms of Reference for the Local PensionBoardcan
befound onthe Pension Fundwebsite at

http.//transact.westminster.gov.uk/docstores/publicat
ions_store/Pensions/terms_of reference_final Marl5
.docx

The Board comprises sixmembers—three fromthe
Council representing employers andthree employee
representatives. The Chairmanis elected by the
Board.

The Board membership during 2019/20was as
follows:
e Terry Neville (Chairman) - Member Representative

¢ Councillor Guthrie McKie (Vice-Chairman)

¢ Councillor Tim Mitchell (Employer Representative)
e Marie Holmes (Employer Representative)

e ChristopherSmith (Member Representative)

e Chris Walker (Member Representative)

CONFLICTS OF INTEREST

The Pension Fundis governed by elected members
acting as trustees and the Code of Conduct for
elected members sets out how any conflictsof
interests should be addressed. Acopy is available
from Legal and Democratic Services at 64 Victoria
Street, London, SW1E 6QP or bytelephone:020 7641
3160.

The Codeincludes general provisions on ethics and
standards of behaviour whichrequire elected
members to treat others with respect and notto
bully, intimidate or do anything to compromise the
impartiality of those who work foror on behalf of the
Council. The Codealso containsrules about
“disclosable pecuniaryinterests” and sets outthe
action an elected member must take when they have
such aninterestin Council business, forinstance
withdrawing from theroom orchamber whenthe
matter is discussed and decidedin committee, unless
dispensation has been obtained from the Council’s
Monitoring Officer.

The Codealso requires elected members to register
disclosable pecuniaryinterests.
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GOVERNANCE COMPLIANCE

STATEMENT

The LGPS Regulations 2013 require Pension Funds to
prepare, publishand maintain a governance
compliance statement; and to measure the
governance arrangementsin place againsta set of
best practice principles. This measurement should
resultin a statement of full, partial or non-compliance
with a further explanation providedfor any non-or
partial-compliance.

The key issues covered by the best practice principles
are:

e Formal committee structure;

e Committee membership and representation;
e Selection and role of lay members;

e Votingrights;

e Training, facilitytime and expenses.

The Fund’s Governance Compliance statement can be
foundin Section 9.
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Scheme Management and Advisors

EXTERNAL PARTIES
Investment Adviser Deloitte
Investment Managers Equities (Active) Fixed Income
London LGPS CIV Ltd - Baillie Gifford & Co Insight Investment
Longview London LGPS CIV Ltd - CQS
London LGPS CIV Ltd - Majedie Asset Management* Property
Equities (Passive) Hermes Investment Management Ltd S
Legal and General Investment Management Standard Life Investments R
Infrastructure ;
Pantheon Ventures E
c
Asset Pool London CIV Z
E]
m
Custodian Northern Trust 3
)
-
Banker Lloyds Bank N
=
(-]
Actuary Barnett Waddingham E
N
Auditor Grant Thornton UK LLP S
Legal Adviser Eversheds §
>
Scheme Administrators Surrey County Council @
<
AV C Providers Aegon Utmost Life and Pensions g
>
=
o
ul
OFFICERS s
8
Executive Director - Finance and Resources & Section 151 Officer Gerald Almeroth =
Director of People Services Lee Witham E
o
Tri-Borough Pensions Team Phil Triggs Julia Stevens g
Matthew Hopson Tim Mpofu )z>
o
Mathew Dawson Alastair Paton o
Billie Emery
Pensions and Payroll Officer Sarah Hay

Contact details are provided in Section 8 of this report. *Majedie Asset Management was terminated during 2019/20.




Risk Management

The Fund’s primary long-termrisk is that its assets
fall short of its liabilities such that thereare
insufficient assets to pay promised benefits to
members. The investment objectives have been set
with the aim of maximising investmentreturns over
the long term within specified risk tolerances. This
aims to optimise the likelihood that the promises
made regarding members’ pensions and other
benefits will be fulfilled.

Responsibilityfor the Fund’s risk management strategy rests with the Pension Fund Committee.

In order to manage risks a Pension Fund Risk Register is maintainedand reviewed quarterly. Risks identified have
been reduced through plannedactions. The Risk Register is managed by the Tri-Borough Director of Pensions and

Treasury.

The key risks identified within the Pension Fund riskregister, as per the Pension Fund Committee Agendaon 13

May 2020, are:

Objective area at risk Risk Risk rating Mitigating actions

Investment The global outbreak of COVID-19 High TREAT - 1) The officers will continue to
impacting stock markets worldwide, as monitor the impact on an ongoing basis. 2)
well uncertainty surrounding illiquid The Fund holds a diversified portfolio, which
asset values including property and should reduce the impact of stock market
infrastructure. movements. 3) Asset allocation will be

reviewed in Q1 of 2020/21. 4) Pension Fund
Officers in frequent contact with fund
managers and the Fund’s investment
advisor.

Governance That the London Collective Investment  High TOLERATE - 1) Partners for the pool have
Vebhicle (LCIV) fails to produce similar expertise and like-mindedness of the
proposals/solutions deemed officers and members involved with the
sufficiently ambitious. fund, ensuring compliance with the pooling

requirements. Ensure that ongoing fund
and pool proposals are comprehensive and
meet government objectives. Member
presence on Shareholder Committee and
officer groups.

Investment Significant volatility and negative High TREAT- 1) Continued dialogue with

sentiment in global investment
markets following disruptive geo-
political uncertainty caused by the
ongoing trade war between the US
and China.

investment managers re management of
political risk in global developed markets. 2)
Investment strategy involving portfolio
diversification and risk control. 3)
Investment strategy review will take place
in Q1 of 2020/21.
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Risk Management (continued)

Risks arising from financial instruments are outlined in Objective area at risk

Risk Risk rating

Mitigating actions

the notes to the Pension Fund Accounts (Note 15).
Administration

The Funding Strategy Statement (at Appendix4) sets
outthe key risks, including demographic, regulatory,
governance, to notachieving full funding in line with
the strategy. Theactuary reports on theserisks at
each triennial valuation or more frequentlyif
required.

Investment

Administration

Funding

COVID-19 affecting the dayto day High
functions of the Pensions Administration
services including customer telephony

service, payment of pensions,

retirements, death benefits, transfers

and refunds.

Volatility caused by uncertainty with High
regard to the UK's exit from the

European Union, lack of trade dealand

the economic aftereffects. There will be

a transition period until the end of 2020,

during which time the UKand EU will

negotiate new arrangements from 2021.

Administrators do not have sufficient Medium
staff or skills to manage the service

leading to poor performance and

complaints. There is a concern regarding

the high level of senior management

departures.

Scheme members live longer than Medium
expected leading to higher than
expected liabilities.

TREAT 1) The Pensions Administration team
have shifted to working from home. 2) The
administrators have prioritised death benefits,
retirements including ill health and refunds. If
there is any spare capacity the administrators
will prioritise transfers and divorce cases. 3)
Revision of processes to enable electronic
signatures and configure the telephone
helpdesk system to work from home. 4)
Maintain regular contact with the Surrey
administration team.

1) Officers to consult and engage with advisors
and investment managers. 2) Future

possibility of looking at move from UK to
Global benchmarks on UK Equities and UK
Property. 3) Possibility of hedging currency
and equity index movements. 4) The UK exited
the EU on 31 January 2020, there is now a
transition period until the end of 2020. During
this time current rules on trade, travel and
business for the UK and EU will apply.

TREAT 1) Surrey CC administers pensions for
Surrey, EastSussex, LB Hillingdon and the Tri-
Borough. 2) Officers will continue to monitor
ongoing staffing changes at Surrey CC. 3)
Ongoing monitoring of contract and KPls.

TOLERATE: The scheme's liability is reviewed
at each triennial valuation and the actuary's
assumptions are challenged as required. The
actuary's most recent longevity analysis has
shown that the rate of increase in life
expectancy is slowing down.

(=]
P
w
>
2
2
c
>
-
o
m
o
(]
x
-
N
(=]
=
©
~
N
(=]
N
(=]
.
<
>
=2
>
[0)]
m
<
m
=z
=
>
=
o
0
=2
>
=
(@)
>
—
o
m
)
M
o
=
<
>
=
(@}
m




Risk Management (continued)

THIRD PARTY RISKS The results of these reviews are summarised below and cover 100% of investment holdings at 31 March 2020.
The Council has outsourced the fOHOWIng functions of Fund manager Type of assurance Control framework Compliance with controls Reporting accountant
the Fund:
Baillie Gifford (LCIV) LCIV Third Party Controls Reasonable assurance Reasonable assurance PwC LLP
e Investment management; Oversight
. . Hermes? ISAE3402 Reasonable assurance Reasonable assurance EY LLP
e  Custodianship of assets;
. o . Insight" ISAE3402 Reasonable assurance Reasonable assurance KPMG LLP
o Pensions administration.
LGIM ISAE3402 Reasonable assurance Reasonable assurance KPMG LLP
As these functions are outsourced, the Council is ) =
. . . Longview ISAE3000 Reasonable assurance Reasonable assurance EY LLP >
exposed to third party risk. Arange of investment —
managers are used to diversify managerrisk. Pantheon Ventures ISAE3402 Reasonable assurance Reasonable assurance KPMG LLP Z
2
- . L Aberdeen Standard ISAE3402 Reasonable assurance Reasonable assurance KPMG LLP ;C>
To mitigate therisks regarding investment =
management and custodianship of assets, the Council CQS (LCIV) LCIV Third Party Controls Reasonable assurance Reasonable assurance EY LLP Y
L . i =}
obtainsindependentinternal controls assurance Oversight =
. N
reports fromthereportingaccountants to the Custodian e
(-]
. . . L
relevant SerVI.Ce prowders. Th.ese.lndepen.dent reports Northern Trust ISAE3402 Reasonable assurance Reasonable assurance KPMG LLP §
areprepared in accordance with international S
L]
standards. Any weaknesses in internal control =
highlighted by the controlsassurance reports are ;z:
reviewed and reportedas necessaryto the Pension @
. <
Committee. 5
=
L . ] >
The Council’sinternalaudit service undertakes z
planned programmes of audits of all the Councils’ 2
. . . >
financial systems on a phased basis, all payments and z
income/contributions are covered by this process as =
and when the audits take place. B
o
X
<
>
=
o
m
Periods covered by the above reports are typically not aligned with procedures as stated and tested in the latest available report, between 1% October 2019 and 31% December 2019.”
the Pension Fund’s financial year. The following bridging ? Hermes - “To the best of our knowledge, the AAF 01/06 and ISAE 3000 & 3402 report for the year to 31 December 2018 continues to provide a
statements have been provided: substantially accurate description of the internal controls environment within Hermes Fund Managers Limited for the period 1 January 2019 to
!nsight - “To the best of our knowledge there have been no date.”

material adverse changes to the control environment and/or
objectives, and the control environment continued to operate
substantially in accordance with the objectives, policies and




Risk Management (continued)

INTERNAL AUDIT TESTING

The Council’sInternal Audit function provides a level of assurance overthe Pension Fund’s activities, including
investment records, financialand performance reporting, pensionsadministration, systems and controls and
organisational and management requirements. The most recent internalaudit of the Pension Fundinvestment
process took place during March 2018 and was followed up in April 2019, whereby the Fundwas awardeda
satisfactory audit opinion.

ASSURANCE OPINION

Nil Limited Satisfactory Substantial

RECOMMENDATIONS SUMMARY

Controls over Systems and Records ~ Every 2-3
years

Area of Scope Frequency Adequacy Effectiveness
Regulatory, Organisational and Every 2-3
Management Requirements years
Pension Fund Investment Every 2-3
Transactionsand Records years
Financial and Performance Every 2-3
Management Reporting years

A number of audit recommendations were raised following the internal audit, as of 31 March2020all
recommendations have been fully or partially implemented.
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Financial Performance

The Fund asset value decreased by £94mto £1,324bnas at 31 March 2020 from £1,418bn as at 31 March 2019 Over thefour-year period, contributions received
largely dueto the effects of COVID-19 on the asset values during the final quarter of 2019/20. have exceeded pensions paid by £574k. Thisis dueto
the increased level of deficit recovery contributions to

The mostrecenttriennial valuationtook place as at 31 March 2019, this will cover the three financial years bring the funding level to 100% as at 31 March 2019,

following 2019/20. The funding level has increased greater than anticipated during the 2019 valuation to a 99%

fundinglevel asat31 March 2019, up 19% fromthe 2016 valuation. However, funding levels for different Net investmentreturnsin 2019/20 have increased
employers vary significantly. from2018/19, reflectingthe fact that prior to COVID-
192019/20was a particularlygood year for equities.
ANALYTICAL REVIEW
During 2019/20, the net decrease in Fundvalue was S
(<)}
2016/17 2017/18 2018/19 2019/20 £95m, compared to acombined increasein value of —
Fund Account £'000 £'000 £'000 £'000 £352mduringthepriorthreeyears. Thisis dueto the ’g’
Dealings with members impactof COIVD-19on global markets during March S
2020. o
Contributions (38,715) (58,868) (61,242) (72,616) m
! . . o
Pensions 51632 57,350 58,189 63697 Both.offl.cers and the Pension Fund Committee =
monitor investment performance closely andrefer to S
Net (additions)/withdrawals from dealings with members 12,917 (1,518) (3,053) (8,920) independentinvestmentadvisersas necessaryto E
N
ensurethe Fund’s investments are being managed §
. L]
Management expense 5,052 5,734 5,823 6,834 effectively. z
>
Net investment returns (9,891) (15,785) (12,242) (17,975) %
Change in market value (209,434) (56,708) (72,883) 114,858 é
=
Net (increase)/decrease in the Fund (201,356) (68,277) (82,356) 94,798 %
=z
>
=
(@)
=
=
(@]
X
<
>
=
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Financial Performance (continued)

2016/17 2017/18 2018/19 2019/20
Net Asset Statement £'000 £'000 £'000 £'000
Fixed Interest Securities 173,673 183,879 - -
Equities - 150 150 150
Pooled Investment Vehicles 1,085,498 1,129,276 1,402,288 1,300,427
Cash Deposits 1,726 10,321 5,802 19,044
Other 996 6,453 120 119
Total Investment Assets 1,261,893 1,330,079 1,408,360 1,319,740
Current assets 7,010 6,728 11,293 4,640
Current Liabilities (1,204) (831) (1,321) (846)
Total Net Assets available to fund benefits 1,267,699 1,335,976 1,418,332 1,323,534

The pointsto noteare:

66% of pooled investment vehicles comprise of
equity shareholdings both domestic and
overseas, 23% within fixed income funds, 10%is
in property pooled funds whilethe remaining2%
isinvested in Infrastructure (69% within equity
pooled funds, 21% in fixed income, 9% within
property pooled funds and 1% in infrastructure in
2018/19).

The overall value of pooled investment vehicles
decreased by £102m (-7%) during the year.

Cash depositsincreasedby £13mdueto the
transfer of cash deposits from fund manager
accounts to thein-house custody account.

The Fund no longer holdsdirectinvestments
within fixed interest securities.

Further details are given in the Investment Policy and
Performance Section.

(=]
_
~
>
2
2
c
>
-
o
m
o
(]
x
-
N
(=]
=
©
~
N
(=]
N
(=]
.
<
>
=2
>
[0)]
m
<
m
=z
=
>
=
<)
0
=2
>
=
(@)
>
—
o
m
)
M
o
=
<
>
=
(@}
l




Financial Performance (continued)

ANALYSIS OF DEALINGS WITH SCHEME MEMBERS The key variances were due to the following:

e  Employer contributionsincreased in 2019/20 due
to increased levels of deficit recovery during the
year.

2016/17 2017/18 2018/19 2019/20

£000 £'000 £7000 £7000 ) )
e Transfersoutincreasedin 2019/20because more

members chose to transfer their benefits to
- Members (8,706) (8,894) (8,982) (10,105) another employer orremovethem under the
freedom of choice legislation.

Contributions receivable

- Employers (27,200) (44,982) (45,363) (54,244)

Transfersiin (2,809) (4,992) (6,897) (8,267) e Transfersin werehigher, reflectingthe number
of new startersjoining the scheme and members

Total Income (38,715) (58,868) (61,242) (72,616) choosing to transfer in benefits on

commencement of employment.

e Therewerepaymentsin respectoftaxof£1.2m
during 2019/20, this relates to VSP tax payments

Benefits/Expenses

- Pensions 41,315 43,802 45,610 47,628 . , . .
in respect of members’ annual/lifetime

- Lump sum retirements and death benefits 7,894 8,674 7,464 7,092 allowances.

- Transfers out 2,385 4,807 4,919 7,480

- Refunds 38 67 196 306

- Payments in respect of tax - - - 1,190

Total Expenditure 51,632 57,350 58,189 63,697

Net Dealings with Members 12,917 (1,158) (3,053) (8,920)
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Financial Performance (continued)

ANALYSIS OF OPERATIONAL EXPENSES

The costs of running the pensionfund are shown below.

2017/18 2018/19 2019/20 The key variances were due to the following:

£7000 £000 £'000 e Increased costs for administrative services in
2019/20 from 2018/19, due to an increasein the
number of FTE staff working within the HR

Administration

Employees 167 184 352 . . .
) administrationfunction.
Supplies and services 219 363 398 )
e Governanceandoversight costs have decreased
386 546 750

in 2019/20 thisislargely due to lower finance
Governance and Oversight employeerelated costsin theyear. This has been
slightly offset by an increasein actuarial fees and

Employees 263 240 183 )
other governance and compliance costs dueto
Investment advisory services 57 100 /8 the triennial valuation taking place.
Governance and compliance 11 44 73 . L .
e Theincreaseininvestment managementcostsin
External audit 18 16 16

2019/20 reflects the increased market value of
Actuarial fees 24 36 72 the assets pre-COVID-19. Additionally, the cost
transparency code has led to greater disclosure
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373 437 423 . .
of transaction costs duringthe year.

Investment Management
Management fees 4,663* 4572 4779
Performance fees 0 0 85
Custodian fees 63 38 31
Transaction Costs 249* 230 768

4,975 4,840 5,662
Total 5,734 5,823 6,834

*Transaction costs reclassified as Management fees




Administration Management Performance

The administration of the Fund is managed by Westminster City Council and undertaken by Surrey County Council ORBIS

under a not-for-profit contractual arrangement operational from 1 September 2014. The Pension Fund uses the ORBIS on-line pension

PERFORMANCE INDICATORS system, which enables members to:

The contract with Surrey County Councilincludes a number of performance indicatorsincluded to ensure that e Updatepersonal details

serviceto members of the pension fundis effective. Thetargetsaresetout below, along with actual performance. ) .
e Check membership records and calculate pension

Performance Indicators Target Performance projections
S
o View payslipsand P60s S
2017/18 2018/19 2019/20 paysiip —
) . >
Letter detailing transfer in quote 30 days 100% 100% 100% (] Nominate beneficiaries %
c
Letter detailing transfer out quote 30 days 99% 99% 98% Scheme employers can usethe new systemto: E
m
Process refund and issue payment voucher 14 days 100% 96% 100% . . °
Py i ’ ’ ’ e Submitstarter and leaver details and other S
Letter notifying estimate of retirement benefit 5 days 96% 99% 91% changes online :,'
(=]
=3
S : ' 0 0 0, ) . ©
Letter notifying actual retirement benefit 5 days 99% 99% 100% . View and update employee details E
Letter acknowledging death of member 5days 100% 95% 100% . . . S
e Runbenefitcalculations, e.g. early retirements o
Letter notifying amount of dependant’s 5 days 100% 98% 100% ]§>
benefits <
>
)
Calculate and notify deferred benefits 30 days 90% 98% 100% COMPLAINTS RECEIVED %
=
The pension administrators occasionally deal with Z
The performance indicators for 2019/20showan improvement on performance from 2018/19 on five indicators members of the fund who dispute an aspect of their T
including processing refunds, notifying of retirement benefits, calculating deferred benefitsand notifying of pension benefits. These cases are dealt with by the z
. . . . o
dependent benefits. Internal Dispute Resolution Procedure (see section 4) >
o
Staff shortages and turnover of key management personnel have had a negative impact on the performance There have been threestage 1 IDRP cases during =
. . . o . . o
indicatorsincluding transfer out quotes and estimations of retirement benefits. However, there have been no 2019/20. 2
delays in processing pension payments and no impact on the accuracy of final calculations made. =
ysinp P pay P Y Of those cases: a

Looking forward, staffingissues will remain under review and the administrators have been advised that the

e oneaccepted compensation
Pension Fund considers notifying estimates of retirement benefits as a key indicator andfocus area. P P

e the second was offered compensationbut
elected to go to the Ombudsman, however
no decision has yet been made




e thethird casewasrejected and thereisa
stage 2 IDRP case ongoing, butthisis notyet
completed.

There has also been one additional stage 2 IDRP, a
compensationoffer was made, and the caseis now
closed.

In addition, there was one Ombudsman case where
the members complaint was partially upheld, anda
compensation payment made.
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Administration Management Performance (continued)

STAFFING INDICATORS

The administration of the Fund comprises:

ADMINISTRATION COST PER MEMBER
£50.00
e 3full-timeequivalent (FTE) staff engaged by

£45.00 Surrey CCworking directly on pension

administrationfor Westminster
London average

£40.00 o 4.8 fte Westminster HR staff to deal with internal
administration. S
£35.00 =
e 1.9 fte Westminster Finance staff, assigned to the g
£30.00 oversightand governance of the Pension Fund. =
Pension Fund o =
The contract for administering the Fund was tendered =
£25.00 in 2014 resulting in Surrey County Council being §
— appointed. Costs roseslightly in 2014/15as a result of g
£20.00 I the changeover of administrator, andagain in °
English pension fund average 2016/17 reflecting theimplementation of the ORBIS S
£15.00 online portal for pensionscheme membersand .
employees. Although this reducedin 2017/18, this ES
£10.00 hasincreased in 2018/19and 2019/20dueto ad hoc %
administrationworks in relation to data cleansing, z
£5.00 GMP reconciliation and microfiche retrievalworks. In 2
addition to this the number of FTE Westminster HR %
£0.00 personnel hasincreased from2.5FTEin 2018/19 to Z
. . >
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 4.8 FTEIn 2019/20. §
Costs during 2019/20 haveincreased above the ;;
average for London borough pension funds as shown i
inthe chart. Thisislargely dueto theincreased size of Z
the HR administrationfunction following the end of %

the BT finance contractand works in relationto data
cleansing.




Administration Management Performance (continued)

MEMBERSHIP NUMBERS AND TRENDS

Overall membership hasincreased 21.5% over the

past 13 yearsfrom 13,827to 16,803. FUND MEMBERSHIP

However, over this period, the number of 8,000

contributing members to the Pension Fund has
declined steadily from 2008/09 to 2012/13 and again

7,000
during 2016/17 and2019/20, as shownin thechart o
below. Theintroductionof auto-enrolmentin 2013 &
and theincreasein employers admitted intothe 6,000 o
Scheme has reversed this trend somewhat. g
Nonetheless, the number of pensioners and deferred < 000 =
members has continuedto risein commonwith other ' E
local government pensionfunds, reflecting the =_°u|
increasing maturity of the Fund. 4,000 §
=
(=]
[
(=)
3,000 .
Z
>
=2
>
2,000 )
=
=2
=
>
1,000 &
=
>
=2
3
0 =
31 31 31 1 31 31 31 31 31 31 31 1 31 p]
March ~ March  March  March  March  March  March  March  March  March  March  March  March g
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 =
>
B Contributors ™ Deferred M Pensioners 5




Administration Management Performance (continued)

The total number of pensionersin receipt of

Reason for Leaving 2016/17 2017/18 2018/19 2019/20

enhanced benefits duetoill health or early retirement

- lll Health 5 5 1 1
on the grounds of redundancy or efficiency of the )

o Retirement

serviceis given below as at each year on 31 March. _
This has decreased significantly year onyear to 31 Early Retirement 62 39 23 15
March 2020. Total 67 a4 2 16
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Administration Management Performance (continued)

CONTRIBUTING EMPLOYERS AND CONTRIBUTIONS RECEIVED Employees Employers Total
. . . . . . . Contributions Contributions Contributions
Below s a list of the current active contributing employers and the contributions
received for 2019/20 (figures include early retirement and deficit funding StAugustine's High School (66) (269) (335)
contributions). St. Augustine's Primary School (14) (59) (74)
Employees Employers Total StBamabas 7 (28) (35)
Contributions Contributions Contributions St Clement Danes (16) (65) (81)
£'000 £'000 £'000 St Gabriel's (10) (41) (51)
Administering Authority Employers St George Hanover Square (8) (31) (39)
Westminster City Council (7,410) (45,558) (52,968) St James & St Michaels 9) (38) (48) E
StJoseph's RC Primary School (20) (84) (104) ;Z>
2
All Souls (9) (36) (45) St Lukes (12) (49) (61) ;C>
N . [l
Barrow Hill Junior (17) (61) (78) St Mary Bryanston Square (14) (56) (70) a
bl
o
Burdett Coutts (13) (4) 67) StMary Magdalene (17) (65) (82) =
Christ Church Bentinck Primary (19) (81) (100) StMary of the Angels (26) (110) (136) §
(-]
S~
College Park (34) (130) (164) VA (14) (54) (68) §
()
Dorothy Gardner Centre (29) (109) (138) St Peters CE (16) (68) (84) O
<
) >
=g vl (18) e el St Peters Eaton Square (13) (55) (68) £
@
) ) @
Essendine Primary (34) (132) (166) St. Edward's RC Primary School (20) (77) (97) <
) =
George Eliot = 4 (117) St. Saviours (28) (112) (139) >
=
1 o
Hallfield (43) (173) (217) St Vincent De Paul Primary School (11) (46) (57) -
=
i >
Hampden Gurney Primary (11) (47) 157 St. Vincent's RC Primary School (10) (44) (54) =
>
Mary Paterson Nursery School (19) (77) (97) St Stephens CE primary School (17) (76) (93) ;
R
Our Lady of Dolours Primary School (20) (80) (100) T Tieal NUEE (10) (a1) (51) i
X
Portman Early Childhood Centre (40) (153) (193) Westminster Cathedral (21) (87) (107) )§>
=
Queen Elizabeth 11 (36) (150) (185) a3
Total Contributions from Administering (8,207) (48,762) (56,968)
Queen's Park (17) (66) (83) Authority
Robinsfield (14) (53) (68)

Soho Parish (19) (88) (106)




Administration Management Performance (continued)

SCHEDULED BODIES
The Fund provides pensions not onlyfor employees of Westminster City Council, but Employees Employers’ Total
also for the employees of a number of scheduled and admitted bodies. Contribution  Contributions  Contributions
Scheduled bodies are organisationswhich have a statutory right to be a member of Scheduled Bodies
the Local Government Pension Scheme under the regulations e.g. academy schools. SirSimon Milton University Technical College (12) (22) (34)
Employees Employers’ Total St Georges Maida Vale Academy (48) (139) (187)
Contribution Contributions Contributions St Marylebone Academy (61) (143) (204) E
Scheduled Bodies St Marylebone Bridge School (20) (52) (72) g
Ark Atwood Primary Academy (25) (66) (91) Westminster Academy (43) (99) (142) §
Ark Paddington Green Academy (5) (22) (27) Westminster City Academy (45) (129) (174) %
Beachcroft Academy (20) (43) (66) Wilberforce Academy (12) (61) (72) 13;,
Churchill Gardens Academy (13) (68) (81) §
Total Contributions from Scheduled Bodies (845) (2,242) (3,087) L9
City West Homes Ltd - (122) (122) §
Gateway Academy (27) (107) (134) ?
Grey Coat Hospital Academy (65) (219) (285) ]i;
Harris Westminster Free School (20) (46) (66) %
Harris Academy St Johns Wood (49) (129) (177) %
King Solomon Academy (123) (172) (296) §
Marylebone Boys School (26) (66) (92) §
Millbank Primary Academy (17) (81) (98) E
Paddington Academy (70) (169) (239) %
Pimlico Academy (133) (260) (393) %
Pimlico Free School (17) (24) (35) 5




Administration Management Performance (continued)

ADMITTED BODIES EMPLOYER ANALYSIS
Admitted bodies participatein the pension scheme via an admission agreement The following table summarises the number of employers in the fundanalysed by
made between the Council and the employing organisation. Examples of admitted scheduled bodies and admitted bodies which are active (with active members) and
bodies are not for profit organisations linked to the Council and contractors who ceased (no active members but with some outstanding pensions liabilities).
have taken on delivery of services with Council staff also transferred to third parties.
Active Ceased Total
Employees Employers Total Administering Authority 1 0 1
L - _— a
Contribution Contributions Contributions Scheduled Body 20 2 22 S
Admitted Bodies Admitted Body 11 3 14 JZ>
Accent Catering (1) (8) (10) -
Total 32 5 37 >
Amey (1) (4) (4) =
bl
Bouygues (2) (11) (13) ,ou
-
N
BT (1) (6) (7) S
2
Continental Landscapes Ltd (3) (18) (21) §
(=)
Creative Education Trust (113) (195) (308) e
<
Hatsgroup (2) (10) (12) ]z>
>
[0}
Housing and Communities Agency (260) (743) (1,003) g
=
Independent Housing Ombudsman (199) (684) (883) f
=
JPL Catering* - 35 35 =
b=
Pinnacle Housing (1) (10) (12) =
(@)
Regulator for Social Housing (431) (1,400) (1,831) =
>
p]
RM Education Ltd* - 9 9 i
Sanctuary Housing (39) (196) (235) %
8
Total Contributions from Admitted Bodies (1,054) (3,241) (4,294) a
Grand Total (10,105) (54,244) (64,349)

*Surpluses paid over to employers following cessation.
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Investment Policy

The Pension Fund Committee sets outa broad
statement of the principles it has employedin
establishingitsinvestment and funding strategy in the
Investment Strategy Statement (ISS). The ISS has been
updated following the 2019 triennial valuation and
can befound within section 9 (appendices).

The ISS sets out responsibilities relating to the overall
investment policy of the Fundincluding:

e assetallocations

e restrictionsoninvestmenttypes

e methodsof investment management
e performance monitoring.

The ISS also sets out the Fund’s approachto
responsible investmentand corporate governance
issues, and how the Fund demonstrates compliance
with the “Myners Principles”. These Principles are a
set of recommendations relating to the investment of
pension funds originally prepared by Lord Mynersin
2001 and subsequently endorsed by Government.
The currentversionof the Myners Principles covers
the following areas:

e  Effectivedecision making;

e Clear objectives;

e Risk & liabilities;

e Performance Measurement;
e Responsible ownership;

e Transparency andreporting.

For 2019/20, the LGPS (Management and Investment
of Funds) Regulations 2016, requires the Fund to
publish an Investment Strategy Statement (ISS), which
replaces the Statement of Investment Principles.

The ISS addresses each of the objectivesincluded in
the 2016 Regulations, namely:

e The administering requirement to invest fund
money in a wide range of instruments

e The administering authority’s assessment of the
suitability of particular investments and types of
investment

e The administering authority’s approachto risk,
includingthe ways in which risks areto be
measured and managed

e The administering authority’s approachto
poolinginvestments, including the use of
collectiveinvestment vehicles

e The administering authority’s policyon how
social, environmental andgovernance
considerationsaretaken into accountin the
selection, non-selection, retention andrealisation
of investments.

The ISS can be obtained from:

Pension Fund Team, 16th Floor, 64 Victoria Street,
London, SW1E6QP

Email: pensionfund@westminster.gov.uk
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Asset Allocation

The strategic assetallocationis agreed by the Pension
Fund Committee and the Fund’s advisers. The
allocation effective during the year ended 31 March
2020 was as follows:

Asset Class Target

Allocation %

UK Equities* 22.5
Global Equities (active) 20.0
Global Equities (passive) 22.5
Fixed Income 20.0
Property 10.0
Infrastructure 5.0
TOTAL 100.0

*The Committee took a decision to terminate the Fund’s UK Equity

manager during 2019/20.

The Pension Fund Committee holds Fund Managers
accountablefor decisions on asset allocation within
the Fund mandate under whichthey operate. In
order to follow the MynersPrinciples, fund managers
arechallenged formally about asset allocation
decisions.

Investment portfolios are reviewed at each
Committee meetingin discussion with the investment
adviser and officers, and fund managers are calledto
a Committee meeting if there areissues that need to
beaddressed. Officers meet fund managers regularly
and adviceistaken fromthe investment adviseron
matters relating to fund manager arrangementand
performance.

Fund managers provide arationaleforasset allocation
decisions based upon theirresearch resourcein an
effortto ensurethatthey are notsimply tracking the
peer group or relevantbenchmark index. The Fund’s
asset allocation strategy can befound in the ISS.
Please note this has been updated post 31 March
2020.

Cash

Infrastructure

Property

Fixed income

Global equities (passive and active)

UK equities

0.0% 10.0%

W Actual allocation 2019/20

The assetallocation of the PensionFundat the start
and end of thefinancial year is set out below. These
figures are based on market value and reflect the
relative performance of investment markets andthe
impact of tactical asset allocation decisions made by
the Pension Fund Committee.

20.0% 30.0% 40.0% 50.0% 60.0%

¥ Actual allocation 2018/19
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Asset Allocation (continued)

LGPS AVERAGE ASSET ALLOCATION

The Pensions and Investments Research Consultants
(PIRC), reportannuallyon the average asset allocation
across the LGPS Universe. Asat 31 March 2020, the
City of Westminster Pension Fundhad 14% more
allocated to equities compared to the LGPS average,
whereasthe Fund had 11% less allocated to
alternatives. It should be noted that when comparing
asset allocation to performance, factors such as
fundinglevel and manager selection should also be
taken into consideration.

FUND VALUE

The value of the Fund has almost doubled over the
pastten years. Theslightfallin valuein 2015/16
reflected uncertainty around the strength of the
globaleconomy and Chinain particular, but the Fund
recovered well and continued to make gains up to
2018/19.The Fundvaluefell by £94.8m during
2019/20, dueto the COVID-19 outbreak impacting
global markets during Q4 of 2019/20.

The Fund isinvested to meet liabilities over the
medium to long-term and thereforeits performance
should bejudged over a corresponding period. Annual
returns can bevolatileand do not necessarilyindicate
the underlying health of the Fund.

£ million

Equity Bonds Alternatives Property Cash Diversified Other

Growth
Universe Average* 51 21 13 9 2 3 1
City of Westminster 65 22 2 10 1 0 0
Variance -14 -1 11 -1 1 3 1

*At the 31 March 2020 the Universe was comprised of 63 funds
This data has been extracted from the PIRC 2019/20 Local Authority Fund Statistics.

1,600,000

1,400,000

1,200,000

1,000,000

800,000

600,000

400,000

200,000

Fund Assets

1,418,331

1,335,976 1,323,534
1,261,893
1,098,972 occ 343
995,697
874,176
774,153
707,194

2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20
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Investment Performance

The Fund’s overallperformancein 2019/20 underperformed it's benchmark for the year by -1.4% gross of fees, as Performance of the Fund is measured against an
shown below. However, annualised performance has exceeded the benchmark sinceinceptionand over the past overall strategic benchmark. Below this, each fund
fiveyears gross of fees. manager is given individual performance targets
which arelinked to index returns forthe assets they
Annualised Fund Performance manage. Details of these targets can befoundin the
ISS.
7.7% . .
Performance of fund managersis reviewed quarterly
8.0% by the Pension Fund Committee, which is supported §
by the Fund’sindependentinvestment advisor, -
Deloitte. z
6.0% 43%  4.2% g
>
=
3
4.0% =
-
N
o 2
1.3% 1.5% g
2.0% S
(=)
L]
=
<
0.0% o
3years 5years Since inception g
z
-2.0% 3
5
>
=2
-4.0% g
=
(@]
X
<
-6.0% Z
Q
-8.0% -7.0%

M City of Westminster Pension Fund B Strategic Benchmark




Investment Performance (continued)

The overall performance of each manager is measured overrolling three and five-year periods, as inevitably there
will be short-term fluctuations in performance.

Overall each fund manager has achievedtheir target since inception for 2019/20, with the exception of CQS and
Longview. CQS was a new manager during 2018/19and was impacted quite significantly by the COVID-19 crisis
duringthe final quarter of 2019/20. The Longview equity mandateis in the process of beingtransitioned into the
Pantheon Global Infrastructure Fund.

Fund Manager Performance

15.0%
11.6% 11.9%
0.5% 10.0%
10.0% 8.8% .
7.8% 7.7% 7.7% 8.1% 8.3% 7.4%
5.0% 5.5% 5.4%
5.0% l
0.0%
Baillie Hermes Insight LGIM Longview Pantheon Standard
Gifford Property Partners Life
(Lcv) Property
-5.0%
-10.0% -9.5%

M Since Inception ® Benchmark

The portfoliois a mixture of active and passively
managed asset classes:

Targets for active fund mandates are set to out-
performthebenchmarkby a set percentage
through active stock selection and asset
allocation. Fund managers with active fund
mandates are Baillie Gifford (LCIV), Longview,
Insight, CQS (LCIV), Hermes and Pantheon.

Targets for passive funds aresetto achieve the
benchmark through investmentin a stable
portfolio. Fund managers with passive fund
mandates are LGIM and Standard Life.
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Investment Performance (continued)

Annually the Pensions and Investments Research Consultants (PIRC) compile a list of Local Authority pension
performance analytics, ranking each Fund accordingto their performancein the 1-year to 30-year time periods. In
the wider LGPS Universe, the average 1-year Fundreturn to 31 March 2020 was -4.8% compared to a 10-year
averagereturn of 6.9%p.a. Asat 31 March 2020the Universe comprised of 63 funds with a total value of £180bn.

The City of Westminster Pension Fund placed in the bottom quartile of fund returns for the 1-year period, this was
largely due to negative performance within the equity andfixed income mandates. However, over thelonger 10 -
year period the Fund placed in the top quartile of pensionfund performance. The table below shows the LGPS
Universe averagereturnscomparedto the Fund over the 1-yearto 30-year period, along with average LPGS returns
by asset class over the sametime periods.

LGPS AVERAGE PERFORMANCE

1Year 3Yrs 5Yrs 10Yrs 20 Yrs 30Yrs
(5 p.a.) (% p.a.) (% p.a.) (% p.a.) (% p.a.)

Universe Average -4.8 1.9 5.2 6.9 5.5 7.9
City of Westminster* -7.0 1.3 4.3 7.2 - -
Total Equity -12.5 -0.7 4.3 6.9 5.1 8.0
Total Bonds 1.7 2.2 3.7 5.6 5.9 7.7
Alternatives 7.4 7.8 9.5 8.4 7.4 -
Diversified Growth -5.2 -1.1 0.2 - - -
Property 1.7 5.8 6.8 7.8 7.0 7.3

*The City of Westminster Pension Fund has performance data up to the 10-year period.
This data has been extracted from the PIRC 2019/20 Local Authority Fund Statistics.
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Corporate Governance

RESPONSIBLE INVESTMENT AND
ENVIRONMENTAL, SOCIAL AND
GOVERNANCE POLICIES

The Pension Fund has a paramount fiduciary dutyto
obtain the best possible financial return onFund
investments without exposing assets to unnecessary
risk. Itbelieves that following good practicein terms
of social, environmental and ethical issues is generally
likely to have afavourable effect on thelong-term
financial performance of acompany and willimprove
investment returns to its shareholders.

The Fund investment managers, actingin the best
financial interests of the Fund, are expected to
consider, amongst other factors, the effects of social,
environmental and ethical issues on the performance
of a company when undertaking the acquisition,
retention or realisation of investments for the Fund.

The Fund’s investment managers have adopted
socially responsible investment policies whichare
subjectto regular review both by officers and by the
Council’s Pension Committee.

The Pension Fundrecognises that the neglect of
corporate social responsibilityand poor attention paid
to environmental, social and governance (ESG) issues
may lead to poor or reduced shareholder returns. This
presents a significant responsibility for the Pension
Fund Committee (the Committee). The ESG approach
has becomeintegral to the Fund’s overall investment
strategy.

The Fund’s policies on environmental, socialand
governance (ESG) issues and responsible investment
can befound within the Investment Strategy
Statement (ISS).

PROFESSIONAL BODIES

The Councilisamember of the CIPFA Pensions
Network which provides a central coordination point
for all LGPS funds and localauthority members.

CIPFAstaff and the network more generallyareable
to advise subscribers on all aspects of pensions and
related legislation. Relevant training and seminarsare
also available to officers and members of participating
funds.

While the Fund is a member of the Pensions Lifetime
and Savings Association (PLSA) as well as the Local
Authority Pension Fund Forum (LAPFF), it does not
subscribeto norisitamember of UK Sustainable
Investment & Finance Association orthe Institutional
Investors Groupon Climate change or any other
bodies.

VOTING

Fund managers have the delegated authority to vote
at shareholder meetings in accordance with their own
guidelines, whichhave been discussed and agreed
with the Pensions Committee. The Officers keep
under closereview thevarious voting reports that it
receives from Fund managers. Equity proxy voting for
2019/20 canbefoundwithinthe table on page 36.

COLLABORATIVE VENTURES

The Fund has been working closely with other London
LGPSfundsin the London Collective Investment
Vehicleset up to enable greater buying power,
reduced fees and enhancedgovernance
arrangements. The City of Westminsteris a
shareholderin London LGPS CIV Limited.

Following FCAapproval in 2016, the LCIV has
continued to trade and the City of Westminster
Pension Fund transferredthe Baillie Gifford mandate
(valued at£178m)intothe LCIVin April 2016. This
was followed by transferring the Majedie portfolio in
May 2017 (valued at £308m) and the CQS multi asset
creditfundin November 2018 (valuedat £91m).

FUNDING STRATEGY STATEMENT

The Funding Strategy Statement (Section 9) sets out
the aims and purpose of the pensionfundand the
responsibilities of the administeringauthority as
regards funding the scheme.

Its purposeis:

e Toestablishaclearand transparent fund-specific
strategy to identify how employers’ pension
liabilities are best met going forward;

e Tosupporttheregulatory requirementto
maintain as nearly constant employer
contributionrates as possible;

e Totake a prudentlonger-termview of funding
thoseliabilities.
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Corporate Governance (continued)

SEPARATION OF RESPONSIBILITIES

The Fund employs a global custodian (Northern
Trust), independent to theinvestment managers, to
beresponsible for the safekeeping of all of the Fund’s
investments. NorthernTrustisresponsiblefor the
settlement of all investment transactions and the
collection of income.

The Fund’s bank accountis held with Lioyd’s Bank.
Funds notimmediately requiredto pay benefits are
held as interest bearing operational cash with Lloyds
Bank.

The actuary isresponsible for assessing the long-term
financial position of the pension fund andissues a
Rates and Adjustments Certificate following the
triennial valuation of the Pension Fund, which sets out
the minimum contributions which each employer in
the Schemeis obliged to pay over the following three
years.

STEWARDSHIP CODE

The Pensions Committee believes thatinvestor
stewardship is a key component of good governance
and is committed to exercising this responsibility with
the supportofitsinvestment managers. In line with
thisapproach, all of the Council’s equity investment
managers are signatories to the UK Stewardship Code.

The Pension Fund Committee believes that companies
should be accountable to shareholders and shouldbe
structured with appropriate checks and balances so as
to safeguard shareholders’ interests and deliver long-
termreturns.

The Pension Fund Committee encourages fund
managers to consider arange of factorsbefore
making investment decisions, such as the company’s
historical financial performance, governance
structures, riskmanagement approach, the degree to
which strategic objectives have been met and
environmental andsocial issues. Such considerations
may also belinked to voting choices at company
AGMs.

The Pension Fund Committee’s roleis not to micro-
manage companies but provide perspective and share
with boards and management our priorities for
investmentand approachto corporate governance.
The ultimate aimis to work with management,
shareholders and stakeholders to bring about changes
thatenhancelong-term performance.

The Stewardship Policy provides further information
on thedifferent elements of the Council’s
commitment to stewardship. Itisintended as a guide
for investment managers, investee companies and
pension fund membersand can be accessed viathe
pension fund website on

http.//transact.westminster.gov.uk/docstores/publicat
ions_store/Pensions/stewardship_policy 150908_final
.docx

CODE OF TRANSPARENCY

Following the shift towards investment management
fee transparency and consistency within the LGPS, the
Scheme Advisory Board (SAB) has developed a
voluntary Code of Transparency for LGPS asset
managers. Transparency is also a target for the
revised CIPFA accounting standardissued forinclusion
in the statutory annualreportand accounts andis
included in the government’s investment

reform guidance and criteriafor LGPS pooling.

The Codeisvoluntaryand details the provision of
transparentand consistentinvestment cost and fee
information between investment managers and
administering authorities. Signatories to the code are
required to complete a template which details
management expenses associated with the running of
the fund, including direct and indirect costs.

Asset managers which sign upto thecodeare
required to put systemsin place within 12 months of
signing up to allow the automatic submission of the
templates to each Administrating Authority. The SAB
reserves therightto remove any signatory which is
reported by an Administering Authority to bein
breach of thecode.

The Fund uses the templates completed by the asset
managers to compile the management expenses of
the Pension Fundat a detailed level. This datais used
toinforminvestment decisions, including manager
selection, risk management and holding mangers to
accountin regardto performance fees.
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Corporate Governance (continued)

PROXY VOTING 2019/20

The Committee has delegated the Fund’s voting rights
to the investment managers, who are required, where
practical, to make considered use of votingin the
interests of the Fund. The Fund throughits
participation in the London CIV will workclosely with
other LGPS Fundsin Londonto enhancethelevel of
engagement both with external managers and the
underlying companies in whichinvests.

Additionally, the Fundis a member of the Pension and
Lifetime Savings Association (PLSA) and the Local
Authority Pension Fund Forum (LAPFF) and in this way
joins with other investors to magnify its voice and
maximise the influence of investors as asset owners.

Our equity manager proxy voting for2019/201is
shown inthe below table.

A N f

sset umbe.ro For Against  Other
Manager resolutions

Billie Gifford

(LCIV) 1,290 1,209 60 21
Majedie

(LCIV) 1,612 1,529 83 -
Legal & 27,192 22,233 4,133 826
General

Longview 562 531 24 7

TOTAL 30,656 25,502 4,300 854

o
@
~N
>
2
2
c
>
-
o
m
o
(]
=
e}
N
=]
=
©
~
N
o
N
=]
0
=
<
m
%]
=
<
m
=
3
o
o
=
o
<
>
=
O
o
m
o}
M
(@]
X
<
>
=
O
m




Istration

Scheme
Admini

ceseess

g x,..“.. 4 = ﬂ-lm ety

IS T
S

5 ' 5
; / ||~ 4 > 1y 4
3 J ¥ - - 3 b
=\ o L — esss i) i 4
Dhad S L ., — Al =ty o — |
~ —= i i 4 1 ) .




Scheme Administration

SERVICE DELIVERY

Although the LGPSis a national scheme, itis
administered locally. Westminster City Council has a
statutory responsibility to administerthe pension
benefits payable from the Pension Fundon behalfof
the participating employers and the pastand present
members and their dependents.

The City Counciladministers the schemefor 32
employers (alist of employers is provided in section
2). These employersinclude not only the City Council,
butalso academy schools withinthe boroughand a
small number of organisations linked to the Council
which have been admitted to the pension fundunder
agreement with the City Council.

A not-for-profit contractual arrangementisin place
with Surrey CC for the provision of pension
administrationservices. Performance of this service
against targets within the contractis reportedon
page 20. The City Council’s Human Resources provide
oversight of theadministrationservice.

COMMUNICATION POLICY STATEMENT

The Local Government Pension Scheme Regulations
2013 require Pension Funds to prepare, publish and
maintain acommunication policy statement, which
can befound within section 9. The Communication
Policy details the overallstrategy forinvolving
stakeholdersin the pensionfund. Akey partof this
strategy is a dedicated pensionfundwebsite, which
includes agreatdeal moreinformationaboutthe
benefits of the pension fund and this canbe accessed
viathe followinglink:

http.//www.wccpensionfund.co.uk/

INTERNAL DISPUTE RESOLUTION
PROCEDURE

Members of pension schemes have statutory rights to
ensurethat complaints, queries and problems
concerning pensionrights are properlyresolved. To
facilitate this process, an Internal Disputes Resolution
Procedure (IDRP) has been established. Whileany
complaintis progressing, fundmembers are entitled
to contact The Pensions Advisory Service (TPAS), who
can provide free advice.

IDRP Stage 1involves making a formal complaintin
writing. This would normally be considered by the
body that made the decision in question. In the event
thatthe fund member is not satisfied with actions
taken at Stage 1 the complaint will progress to Stage
2.

IDRP Stage 2involves areferral to the administering
authority, Westminster City Council to takean
independentview.

IDRP Stage 3is areferral of thecomplaintto the
Pension Ombudsman.

Please see page 20 for details of all IDRP and Pensions
Ombudsman cases during 2019/20.

Both TPAS and the Pensions Ombudsman canbe
contacted at:

10 South Colonnade
Canary Wharf
E14 4PU

Tel: 08009174487
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http://www.wccpensionfund.co.uk/

Scheme Administration (continued)

DATA QUALITY

The City of Westminster Pension Fund undertooka
detailed review of our data quality following the
reporting of ourcommon (77%) and scheme specific
(71%) data scores as at 31stof March2018in
November 2018.

A dataimprovement plan was developed, anda series
of data cleansing projects have been planned and
carried out.

The Pension Fund common (89.9%) and scheme
specific data (93.1%) scores improved as at 31st of
March 2019 and demonstrated the success of data
cleansing workspecifically in relation to the Fund’s
active members.

MAJOR PROJECTS

Oneprojectthe Fund undertook was to clear alarge
number of status 2 uncompleted leaver cases. The
Administrators(Surrey County Council) offered the
Fund thechancetojoin a project they were managing
with a third-party supplier. The project was partially
successful with 500 cases processed prior to our
valuation data being submitted to the actuary in
August2019. There were however a large number of
status 2 cases that remained, and the Pension Fund
took the decision to not continue with this particular
arrangement dueto processingand management
concerns.

The Fund reviewed optionsand commissioneda
third-partysupplier, ITM, to carry out a detailed
analysis on the Fund data latein 2019. Following the
results of that analysis the Fund has agreed a project
with ITM to deal with approximately 1200status 2
cases, Pension Fund officers will be managing the
contractdirectlyand this shouldbe completed in
approximately 4 months.

The Westminster Pension Fund had also commenced
runningits own address tracingprojectin 2019
working with a third-party supplier called Target. 600
addresses have already been updated for pensioner
members and those over 55 who may have a pension
becomedue. The tracing project had sloweddueto
the COVID-19 pandemicbutanew tracing projectis
dueto commenceshortly for UK based individuals.

Additionally, the Orbis team have advised that they
arecurrently inputting a direct payment facility
working with the software supplier Heywood. This
project will help reduce therisk of incorrect payments
being processed.

The Westminster Pension Officer has regular bi-
weekly updates with the pension administrationteam
on Fund cases and has regular catch ups with senior
management.
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Report by Actuary

INTRODUCTION

The last full triennial valuation of the City of
Westminster Pension Fund (“the Fund”) was carried
outasat 31 March 2019 in accordance with the
Funding Strategy Statement of the Fund. Theresults
were published in the triennialvaluation report dated
30 March 2020.

ASSET VALUE AND FUNDING LEVEL

At 31 March 2019, the smoothed value of assets was
£1,410.6m which was 99% of the liabilities valued on
an ongoing basis. The corresponding fundinglevel at

the previous valuation as at 31 March 2016 was 80%.

CONTRIBUTION RATES

The contribution rates, in addition to those paid by
the members of the Fund, are setto be sufficientto
meet:

e Theannualaccrualof benefits allowing for
future pay increases andincreases to
pensionsin payment when they fall due,
known asthe “primary rate”;

e plusanamountto reflecteach participating
employer’s notional share of the Fund’s
assets compared with 100% of their liabilities
inthe Fund, in respect of serviceto the
valuation date” known as the secondaryrate.

The 2019 valuation certified a total primary rate of
17.9% p.a. of pensionable pay. Each employer body
participatingin the Fund has to pay a contribution
rate consisting of the employer’s individual primary
rateand a secondaryrate reflecting the employer’s

particularcircumstances and funding position within

the Fund.

Details of each employer’s contribution rateare
contained in the Rates and Adjustment Certificate in
the triennial valuation report.

ASSUMPTIONS

The assumptions used to value the liabilities at 31
March 2019 are summarised below:

Assumptions

Assumptions used for 2019
Valuation

CPI Inflation
Salaryincreases

Discount Rate:
Scheduled bodies
Admitted bodies

Post retirement mortality
(member) —base table

Allowance for improvements
in life expectancy

Retirement age

2.6% p.a.

3.6% p.a.

4.8% p.a.
3.3% p.a.

S3PA tables with a multiplier
of 110% for males and 105%
for females

2018 CMI Model with a
smoothing parameter of 7.5,
aninitial addition to
improvements of 0.5% p.a.,
and a long-term rate of
improvement of 1.25%

For each tranche of benefit
the “tranche retirement age”
is the earliest age a member
could retire with unreduced
benefits. Each memberis
assumed to retire at the
weighted average of these for
all tranches of benefit.

Assumptions used for 2019
Valuation

Assumptions

Members will commute
pension at retirement to
provide alump sum of 50% of
the additional maximum
allowed under HMRC rules
and this will be at the rate of
£12 lump sum for £1 pension.

Allowance for cash
commutation

UPDATED POSITION

Returns were strong for thefirst three quarters
following the valuation date. However, recent market
movements have seen significant falls in equity
values. Asat 31 March 2020, in market valueterms,
the Fund assets were less than where they were
projected to be based on the previousvaluation.

The projected liabilities will have increased due to the
accrual of new benefits net of benefits paid but offset
by lower levels of projected futureinflation. However,
the potential reductionin the value of the liabilities
will be offset by lower expected future investment
returns reflected in the discount rate underlying the
valuation model.

On balance, we estimate that the funding position is
likely to remain closeto the 2019 valuation position
when compared on a consistent basisto 31 March
2019.

Futureinvestment returns that will be achieved by
the Fund in the shorttermare more uncertain than
usual, in particular, thereturnfromequites due to
actual and potential reductions and suspensions of
dividends. Thereare also the other uncertainties
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around future benefits, relating to the McCloud and
Sargeant cases and the ongoing cost cap management
process.

We will monitor this funding level on a quarterly basis
so we will estimate the funding level again at 30 June
2020 and review the appropriateness of the
assumptions used in our funding model.

Ry, MHas

Barry McKay FFA
Partner, Barnett Waddingham LLP
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Statement of Responsibilities

Responsibility for the Financial Statements, which In preparing these Statements of Accounts, the
form part of this Annual Report, is set out in the Section 151 Officer has:

following declaration. . . N
e selected suitableaccountingpolicies and

then applied them consistently except where

THE COUNCIL’S RESPONSIBILITIES policy changes have been noted in these
The Council is required to: accounts; .
e madejudgmentsand estimates that were
e makearrangements for the proper reasonableand prudent;and

administration of its financial affairs andto ¢ complied with the Code.

securethatoneofits officers has the The Section 151 Officer has also:
responsibility forthe administration of those «  kept proper accountingrecords which were
affairs, in line with statute this is the Section up to date; and

151 Officer; e takenreasonablesteps for the prevention

and detection of fraud and other

e manageits affairsto secure economic, . o
irregularities.

efficientand effective use of resources and

safeguard its assets; and

e approvethe Statement of Accounts.

K
I

e

THE SECTION 151 OFFICER’S ROV
RESPONSIBILITIES

The Section 151 Officeris responsible for the
preparation of the Council’s Statement of Accounts
and of its Pension Fund Statement of Accountswhich,
in terms of the CIPFA Code of Practice on Local
Authority Accounting in Great Britain (‘the Code’), are
required respectivelyto presentfairly the financial
position of the Council and of the Pension Fund at the
accounting dateand theincome and expenditure for
the year then ended.

Gerald Almeroth

Executive Director - Finance and Resources
Section 151 Officer

APPROVAL OF STATEMENT OF
ACCOUNTS

The Statement of Accounts was approved by the
Westminster City CouncilAuditand Performance
Committee.

oo S

Councillor lan Rowley

Chairman of the Audit and Performance Committee
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Independent Auditors Report

Independent auditor’s report to the members of
Westminster City Council on the pension fund
financial statements of Westminster included in the
Pension Fund Annual Report

OPINION

The pension fundfinancial statements of City of
Westminster Pension Fund (the ‘pensionfund’)
administered by City of Westminster Council (the
"Authority") fortheyear ended 31 March 2020 which
comprise the Fund Account, the Net Assets Statement
and the notes to the pension fund financial
statements, including a summary of significant
accounting policies are derived from the audited
pension fund financial statements for the year ended
31 March 2020included in the Authority's Statement
of Accounts (the “Statement of Accounts”).

In our opinion, the accompanyingpensionfund
financial statements are consistent, in all material
respects, with the audited financial statementsin
accordance with proper practices as definedin the
CIPFA/LASAAC code of practice on local authority
accountingin the United Kingdom 2019/20and
applicable law.

PENSION FUND ANNUAL REPORT -
PENSION FUND FINANCIAL
STATEMENTS

The Pension Fund Annual Report and the pension
fund financial statements do not reflect the effects of
events that occurredsubsequent to the date of our
reporton the Statement of Accounts. Reading the

pension fund financial statements and the auditor’s
reportthereon is notasubstitute for reading the
audited Statement of Accounts and the auditor’s
reportthereon.

THE AUDITED FINANCIAL STATEMENTS
AND OUR REPORT THEREON

We expressed an unmodified audit opinionon the
pension fund financial statements in the Statement of
Accountsin ourreportdated 24 November 2020.

Thatreportalso includes an emphasis of matter -
effects of the Covid-19 pandemicon the valuation of
the pension fund’s property investments asat 31
March 2020. As, disclosed in note 5 to the financial
statements, the ongoing impact of the Covid-19
pandemic has created uncertainty surrounding illiquid
asset values. As such, the Pension Fund property and
infrastructure allocations asat31 March2020are
difficult to value according to preferred accounting
policy. Professional Valuers have not been actively
valuing many similarsized assets in the marketdue to
the currentlockdown environment, as suchvalues
have been rolled over from Period 11 with an
adjustmentand may beinaccuratetothetrue 31
March position. Amaterial valuation uncertainty was
thereforedisclosed in the pensionfund’s property
and infrastructure valuationreports. As stated in our
reportdated 24 November, ouropinionis not
modified in respect of this matter.

EXECUTIVE DIRECTOR - FINANCE AND
RESOURCE’S RESPONSIBILITIES FOR THE
PENSION FUND FINANCIAL
STATEMENTS IN THE PENSION FUND
ANNUAL REPORT

Under the Local Government Pension Scheme
Regulations 2013 the Executive Director — Finance
and resources of the Authority is responsible for the
preparation of the pension fund financial statements,
which mustinclude the Fund Account, the Net Asset
Statementand supportingnotes and disclosures
prepared in accordance with proper practices. Proper
practices for the pension fund financial statements in
both the Statement of Accounts and the Pension Fund
Annual Reportaresetoutin the CIPFA/LASAAC code
of practice on localauthorityaccountingin the United
Kingdom 2019/20.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinionon whether
the pension fundfinancial statements in the Pension
Fund Annual Reportare consistent, in all material
respects, with the audited pension fund financial
statementsin the Statement of Accounts basedon
our procedures, which were conductedin accordance
with International Standard on Auditing 810 (Revised),
Engagements to Report on Summary Financial
Statements.
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Independent Auditors Report (continued)

USE OF OUR REPORT

This reportis made solely to the members of the
Authority, asabody, in accordance with Part5
paragraph 20(5) of the Local Audit and Accountability
Act2014 and assetoutin paragraph43 of the
Statement of Responsibilities of Auditorsand Audited
Bodies published by Public Sector Audit Appointments
Limited. Our audit work has been undertaken so that
we might state to the Authority’s membersthose
matters we arerequired to stateto themin an
auditor'sreportand forno other purpose. To the
fullest extent permitted by law, we do not acceptor
assumeresponsibility to anyone other thanthe
Authority and the Authority's members as a body, for
our audit work, forthis report, or forthe opinionswe
haveformed.

gfauf zﬁ(?é‘é‘ett

Paul Dossett, Key Audit Partner
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for and on behalf of Grant Thornton UK LLP, Local
Auditor

London

24 November 2020




Pension Fund Accounts and Explanatory Notes

FUND ACCOUNT

2018/19 Notes 2019/20
£'000 £'000
Dealings with members, employers and others directly involved in the fund
Contributions
(45,363)  From Employers 6 (54,244)
(8,982)  From Members 6 (10,105)
(6,897) Individual Transfers in from Other Pension Funds (8,267)
(61,242) (72,616)
Benefits
45,610  Pensions 7 47,628
7,464  Commutation, Lump Sum Retirement and Death Benefits 7 7,092
- Payments in respect of tax 1,190
Payments to and on Account of Leavers
4919  Individual Transfers Out to Other Pension Funds 7,480
196  Refunds to Members Leaving Service 306
58,189 63,696
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Pension Fund Accounts and Explanatory Notes (continued)

2018/19 Notes 2019/20
£'000 £'000
(3,053) Net (Additions)/Withdrawals from Dealings with Members (8,920)
5,823 Management Expenses 8 6,834
2,770  Net (additions)/withdrawals including management expenses (2,086)
Returns on Investments
(12,194)  Investment Income 9 (16,259)
(48)  Other Income - (1,716)
(12,242) (17,975)
(72,884) (Profit) and loss on disposal of investments and changes in the market value of investments 11 114,859
(85,126) Net return oninvestments 96,884
(82,356) Net (Increase)/Decrease in the Net Assets Available for Benefits During the Year 94,798
(1,335,976) Opening Net Assets of the Scheme (1,418,332)
(1,418,332) Closing Net Assets of the Scheme (1,323,534)
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Net Assets Statement for the year ended 31 March

2020*

2018/19 Notes 2018/19
£'000 £'000
Investment assets

150  Equities 11 150

1,402,288  Pooled Investment Vehicles 11 1,300,427
Other Investment Balances:

120 Income Due 11 119

5,802  Cash Deposits 11 19,044

1,408,360 1,319,740

- Investment Liabilities =

1,408,360 Net Value of Investment Assets 10 1,319,740

11,293 CurrentAssets 18 4,640

(1,321)  Current Liabilities 19 (846)

1,418,332 Net Assets of the Fund Available to Fund Benefits at the Period End 1,323,534

* The Fund's financial statements do not take account of liabilities to pay pensionsand other benefits after the

period end. Theactuarial presentvalue of promised retirement benefits is disclosedin Note 17.
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Note 1 Description of the City of Westminster Pension

Fund

a) General

The Pension Fund (the Fund)is part of the Local
Government Pension Scheme (LGPS) and is
administered by the City of Westminster Council. Itis
a contributory defined benefits scheme established in
accordance with statute, which provides forthe
payment of benefits to employees and former
employees of the City of Westminster and the
admitted and scheduled bodies in the Fund. These
benefitsinclude retirement pensions and early
payment of benefits on medical grounds and payment
of death benefits where death occurs either in service
orinretirement. The benefits payablein respect of
servicefrom 1st April 2014 are based on career
averagerevalued earnings and the number of years of
eligible service. Pensions areincreased each year in
line with the Consumer Price Index.

The Fundis governed bythe PublicService Pensions
Act 2013 and the following secondary legislation:

The LGPS Regulations 2013 (as amended)

e The LGPS (transitional Provisions, Savings and
Amendment) Regulations 2014 (as amended)and

e The LGPS (Managementand Investment of
Funds) Regulations 2016.

b) Funding

The Fund isfinancedby contributions from
employees, the Council, the admitted and scheduled
bodies and frominterestand dividends onthe Fund’s
investments. Contributions are made by active
members of the Fund in accordance with the LGPS
Regulations 2013 andrangefrom 5.5%to 12.5% of
pensionable pay forthe financial yearending 31
March 2020. Employers also pay contributions into
the Fund based on triennial funding valuations. The
last such valuation was as at 31 March 2019, this
coversthethreefinancial years following 2019/20.
Currently employer contribution rates range from
10.1%to 38.8% of pensionable pay, as per the 2016
valuation.

(=]
a
=
>
2
2
c
>
-
o
m
o
(]
x
-
N
(=]
=
©
~
N
(=]
N
(=]
.
o
m
=2
2
o
=2
m
c
=2
O
>
Q
(@]
o
[
=
=
wn




Note 1 Description of the City of Westminster Pension Fund (continued)

c) Benefits
Prior to 1 April 2014, pension benefitsunderthe LGPS were based on final pensionable pay andlength of
pensionable service, summarisedin the following table:

Pension Each year worked is worth 1/80x Each year worked isworth 1/60x
final pensionable pay final pensionable pay
Lump Sum Automatic lump sumof 3 xpension.  No automatic lump sum.

In addition, part of theannual
pension can beexchanged foraone- Partoftheannual pensioncanbe

off tax-free cash payment. Alump exchanged for a one-off tax-free
sumof £12 is paid for each £1 of cash payment. Alump sumof £12 is
pension given up. paid for each £1 of pension given up.

From1 April 2014, the scheme became a career average scheme, whereby members accrue benefitsbased on their
pensionable pay in that year atan accrual rate of 1/49th. Accrued pension is updated annuallyin line with the
Consumer Prices Index.

Therearea range of other benefits provided underthe schemeincluding early retirement, disability pensions, and
death benefits.

The City of Westminster Pension Fund provides an additional voluntary contributions (AVC) scheme forits
members, the assets of which areinvested separatelyfromthe pension fund. The Fundhas used Aegon as its
appointed AVC provider for the past 15 yearsand Equitable Life before. AVCs are paid to the AVC providers by
employers and specificallyfor providing additional benefitsfor individual contributors. Each AVC contributor
receives an annual statement showingthe amount held in their accountandthe movementsin theyear.

d) Governance

The Council has delegated management of the fund
to the Pension Fund Committee (the ‘Committee’)
who decide on theinvestment policy most suitable to
meet the liabilities of the Fund and have the ultimate
responsibility fortheinvestment policy. The
Committeeis made up of four Members of the
Council each of whom has votingrights.

The Committee reports to the Full Council and has full
delegated authority to make investment decisions.
The Committee considersviews fromthe Tri-Borough
Director of Pensionsand Treasury, and obtains, as
necessary, advice fromthe Fund’'s appointed
investmentadvisors, fund managers andactuary.

Inline with the provisions of the Public Service
Pensions Act 2013 the Councilhas set up a Local
Pension Boardto oversee the governance
arrangements of the Pension Fund. The Board meets
quarterly and has its own Terms of Reference. Board
members areindependent of the Pension Fund
Committee.
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Note 1 Description of the City of Westminster Pension Fund (continued)

e) Investment Principles f) Membership The following table summarises the membership

In accordance with the LGPS (Management and Membership of the LGPSis voluntary andemployees are numbers of the scheme:

Investment of Funds) Regulations 2016the freeto choose whether to join the scheme, remainin the

Committee approved an Investment Strategy scheme or make their own personal pension arrangements 3 M;(;:g 3 M;;;g

Statementon 21 March 2017 (available on the outsidethe scheme.

Council’s website). The Statement shows the o o , , 29 Numberofemployers with 32
Organisations participating in the City of Westminster active members

Authority’s compliance with the Myners principles of . !
Pension Fund include:

investment management.

e Scheduled bodies, which arelocal authorities and 4371 Active members 3,981
The Committee has delegated the management of the simlilar bodies whose staff are automatically 5921 Pensioners receiving benefits 6,122
Fund’sinvestments to external investment managers entitled to be members of the Fund 6,201 Deferred Pensioners 6,700
(see Note 10) appointed in accordance with e Admitted bodies, which are other organisations
regulations, and whose activities are specifiedin that participatein the Fund underan admission 16,493 16,803
detailed investment management agreements and agreement between the Fund and the relevant
monitored on a quarterly basis. organisation. Admitted bodies include voluntary,

charitableand similarbodies or private
contractors undertaking a local authority function
following outsourcing to the private sector.
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Note 2 Basis of preparation of financial statements

The Statement of Accounts summarise the Fund’s
transactions for2019/20and its position at year end
as at31stMarch 2020. Theaccounts have been
prepared in accordance with the Code of Practice on
Local Authority Accounting in the United Kingdom
2019/20 (the Code) issued by the Chartered Institute
of Public Finance and Accountancy (CIPFA) which is
based upon International Financial Reporting

Standards (IFRS) as amended forthe UK public sector.

The accounts summarise the transactionsof the Fund
and reporton the netassets available to pay pension
benefits.

The accounts donot take account of obligations to
pay pensions and benefits whichfall due after the end
of the financial year, nor do they take into account
the actuarial present value of promisedretirement
benefits. The Code gives administering authorities
the option to disclose this information in the Net
Asset Statement, in the notes to the accounts or by
appendingan actuarial report preparedfor this
purpose. The Authority has opted to disclose this
informationin an accompanying reportto the
accounts, which isdisclosed in Note 17. The Pension
Fund Accounts have been preparedon agoing
concern basis.
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Note 3 Summary of significant accounting policies

FUND ACCOUNT - REVENUE
RECOGNITION

a) Contribution Income

Normal contributions, both from the members and
from the employer, areaccounted foron an accruals
basis atthe percentage rate recommended by the
actuary in the payroll period to which they relate.

Employer deficit funding contributions are accounted
for onthe due dates on which they aredue under the
schedule of contributions set by the actuary oron
receiptif earlier than thedue date.

Employer’s augmentationand pensionstrain
contributions are accounted forin the period in which
the liability arises. Any amount duein year but unpaid
is classed as a current financial asset.

b) Transfers to and from otherschemes

Transfer values represent the amounts received and
paid during the year for members who have either
joined or left the Fund duringthe financial year and
are calculated in accordance with the LGPS
Regulations. Individual transfersin/out are accounted
for when received/paid, which isnormallywhen the
member liability is accepted ordischarged. Bulk
(group) transfers are accountedfor on an accruals
basisin accordance with the terms of the transfer
agreement.

c) Investmentincome

Investmentincomeis reported gross of withholding
taxes which areaccrued in line with the associated
investmentincome. Investmentincome arising from
the underlying investments of the Pooled Investment
Vehicles is either reinvested within the Pooled
Investment Vehicles and reflected in the unit price or
taken as a cash dividend to supportthe Fund’s
outgoing cash flow requirements.

Interestincomeis recognisedin thefund account as it
accrues, using the effectiveinterest rate of the
financial instrument as at the date of acquisitionor
origination.

Distributions from pooled funds are recognised at the
date of issue. Any amount not received by the end of
the reporting periodis recognisedas a current
financial assetin the net asset statement.

Where the amount of anincome distributionhas not
been received from an investment manager by the
balance sheet date, an estimate based upon the
market value of their mandate at the end of the year
isused.

Changesin the net marketvalue of investments are
recognised asincome and comprise all realised and
unrealised profits and losses during the year.

FUND ACCOUNT - EXPENSE ITEMS

d) Benefits Payable

Pensions and lump-sum benefits payableinclude all
amounts known to bedueas atthe end of the
financial year. Lump sums are accountedfor in the
period in whichthe member becomes a pensioner.
Any amounts due butunpaidaredisclosed in the net
assets statement as currentliabilities.

e) Taxation

The Fund is an exempt approved fund under section
1(1) of Schedule 36 of the Finance Act 2004 and as
such is exempt from UK income tax on interest
received and from capital gains tax on the proceeds of
investments sold. As the Council is the administering
authority for the Fund, VAT input taxis recoverable
onall Fund activities including expenditure on
investment expenses. Where tax can bereclaimed,
investmentincomein theaccountsis showngrossof
UK tax. Income from overseas investments suffers
withholdingtaxin the country of origin, unless
exemption is permitted. Irrecoverable taxis
accounted forasafund expenseasitarises.

f) VSP, MSP and life time allowance

Members are entitled to request the Pension Fund
pays their tax liabilities duein respect of annual
allowance and lifetime allowancein exchangefor a
reduction in pension.

Wherethe Fund pays member tax liabilities direct to
HMRCitis treated as an expense in the year in which
the paymentoccurs.
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Note 3 Summary of significant accounting policies (continued)

g) Management Expenses

Pension fund management expenses are accounted
forin accordance with the CIPFA guidance Accounting
for Local Government Pension Scheme Management
Costs 2016.

All administrative expenses are accountedfor on an
accruals basis. All staff costs of the pension
administrationteam are charged direct to the Fund.
Associated management, accommodationand other
overheads are apportioned to this activity and
charged as expenses to the Fund.

Oversightand governance expenses are accounted
for onanaccruals basis. All staff costs associated with
governanceandoversightare chargedto the Fund.
Associated management, accommodationand other
overheads areapportioned to this activity and
charged as expenses to the Fund.

The cost of obtaining investment advice from the
external advisor isincludedin oversightand
governance costs.

All investment management expenses are accounted
for onanaccruals basis. The Committee has
appointed external investment managers to manage
the investments of the Fund. Managersare paid afee
based on the market value of theinvestments they
manage and/or afee based on performance.

Where an investment manager’s fee note has not
been received by the balance sheet date, an estimate
based upon the marketvalue of the mandate as at
the end of theyear is used for inclusionin the fund
account.

NET ASSETS STATEMENT

h) Financial Assets

Financial assets areincluded in the net assets
statement on afair value basis as at the reporting
date. Afinancial assetis recognisedin the net asset
statement on the date the Fund becomes party to the
contractual acquisition of the asset. Fromthis date
any gains or losses arising from changes in the value
of the assetare recognisedin the Fund account.

The values of investments as shown in the net asset
statement have been determined at fair valuein
accordance with the requirements of the Code and
IFRS 13 (see Note 14).

i) Derivatives

The Fund uses derivative financialinstruments to
manage its exposure to specificrisks arising fromits
investment activities. The Fund does not hold
derivatives for speculative purposes.

j) Foreign Currency Transactions

Dividends, interest and purchases and sales of
investmentsin foreign currencies have been
accounted forat the spot market rates at the date of
the transaction. End of year spot market exchange
rates are used to value cash balances held in foreign
currency bankaccounts, market values of overseas
investments and purchases andsales outstanding at
the end of thereporting period.

k) Cash and Cash Equivalents

Cash and cash equivalentscomprise cash in handand
deposits with financial institutions which are
repayable on demand without penalty.

1) Financial Liabilities

The Fund recognises financial liabilities at fair value as
at thereporting date. Afinancial liabilityis recognised
inthe netassets statement on the datethe Fund
becomes party to theliability. Fromthis dateany
gains or losses arising from changes in the fair value
of the liability are recognised by the Fund.

m) Actuarial presentvalue of promised retirement
benefits

The actuarial present value of promised retirement
benefits should be disclosed andbased on the
requirements of IAS 19 Post-Employment Benefits
and relevantactuarialstandards. As permitted under
the Code, thefinancial statementsinclude a note
disclosing the actuarial present value of retirement
benefits (see Note 17).

n) Additional Voluntary Contributions

AVCs are notincludedin theaccountsin accordance
with Regulation 4(1)(b) of the Local Government
Pension Scheme (Management and Investment of
Funds) Regulations 2016 but are disclosed as a note
only (Note 20).

o) Recharges from the General Fund

The LGPS (Managementand Investment of Funds)
Regulations 2016 permit the Council to charge
administrationcosts to the Fund. Aproportion of the
relevant Council costs have been charged to the Fund
on the basis of actual time spent on Pension Fund
business. Costsincurred in the administration and
the oversightand governance of the Fund are set out
separately in Note 21.
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Note 4 Critical jJudgements in applying accounting
policies

Inapplying the accounting policies set outin Note 3 PENSION FUND LIABILITY
above, the Council has had to make certaincritical
judgements about complextransactions or those
involving uncertainty about future events.

The Pension Fundliability is calculated triennially by
the appointed actuary with annual updates in the
intervening years. The methodology used in the
intervening years followsgenerallyagreed guidelines
andisinaccordance with IAS19. These assumptions
aresummarised in Note 16. The estimates are
sensitive to changes in the underlying assumptions
underpinning the valuations.
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Note 5 Assumptions made about the future and other
major sources of uncertainty

Preparing financial statements requires management Item Uncertainties Effect if actual results differ from
to make judgements, estimates and assumptionsthat assumptions
affecttheamounts reported forassets and liabilities

Actuarial present value of promised  Estimation of the net liabilitytopay ~ The effects on the net pension

at theyear—gnd and t'heamounts reported forincome retirement benefits pensions depends onanumber of liability of changes in assumptions
and expenditure during the year. Estimates and complexjudgmentsrelatingtothe ~ can bemeasured. For instance, a
assumptions are made taking into account historical discountrates used, therate at 0.1%increasein thediscountrate
experience, currenttrends and other relevant factors. which salaries are projected to assumption wouldresultin a
However, the nature of estimation means that the increase, changesin retirement decreasein the pension liability of
actual results coulddiffer from the assumptions and ages, mortality rates and expected £35.09m.A0.1%increasein
estimates. returns on pensionfundassets. A assumed earnings wouldincrease

firm of consulting actuaries is the value of liabilities by
VALUATION OF INVESTMENTS LEVEL 3 engaged to provide the fund with approximately £2.24m and a year

) o . . expertadviceabouttheassumptions increasein life expectancy would

The Pension Fund containsinvestmentsin unitised : . o

to be applied. increase the liability by about

pooled property funds andinfrastructure thatare 299 7
classified within the financial statements as level 3

investments (as detailed in note 13). Thesefunds are

valued according to non-exchange based market

valuations. As a result of this, the final realised value

of those pooled units may differ slightly from the

valuations resented in the accounts.

COVID-19 IMPACT

The ongoing impact of the Covid-19 pandemic has
created uncertainty surrounding illiquid asset values.
Assuch, the PensionFund property and
infrastructure allocations as at 31 March 2020 are
difficult to value according to preferred accounting
policy. Professional Valuers have not been actively
valuing many similar sized assets in the market due
to the currentlockdown environment, as such values
have been rolledover from Period11 with an
adjustmentand may be inaccurateto the true 31
March position. Please see note 13 formore
information.
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Note 6 Contributions receivable

Employees contributionsare calculated on a sliding scale based ona percentage of
their gross pay. The Council, scheduled and admitted bodies are required to make
contributions determined by the Fund’sactuary to maintainthe solvency of the Fund.
The table below shows a breakdown of the total amount of employers’ and employees
contributions.

BY TYPE
BY AUTHORITY

2018/19 2019/20

2018/19 2019/20
£'000 £'000

£'000 £'000 L

(8,982)  Employees' normal contributions (10,105)

(45,265)  Administering Authority (56,968)

Employer's contributions:

(5,146)  Scheduled bodies (3,087)
(20,025)  Normal contributions (21,634)

(3,934) Admitted bodies (4,294)
(24,743)  Deficit recovery contributions (31,820)
(54,345) (64,349 (595)  Augmentation contributions (790)
(54,345) (64,349)
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Note 7 Benefits payable

The table below shows a breakdown of the total amount of benefits payable by

category.
BY TYPE BY AUTHORITY
2018/19 2019/20 2018/19 2019/20
£'000 £'000 £'000 £'000
45,610  Pensions 47628 41,837  Administering Authority 42,709
6,839 Commutation and lump sum retirement benefits 6,686 2,172 Scheduled Bodies 2,481
625 Lump sum death benefits 406 9,065 Admitted Bodies 9,530
53,074 54,720 53,074 54,720
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Note 8 Management Expenses

The table below shows a breakdown of the management expensesincurred duringthe  Investment management expenses are further analysed below in line with the CIPFA

year. Guidance on Accounting for Management Costs in the LGPS.
2018/19 2019/20 2018/19 2019/20
£'000 £'000 £'000 £'000
546  Administration Expenses 750 4,572  Management fees 4,778
437 Oversight and Governance 422 - Performance fees 85
4,840  Investment Management Expenses 5,662 38 Custody fees 31
5,823 6,834 230 Transaction costs 768
4,840 5,662

(=]
(=2
=
>
2
2
c
>
-
x
m
o
o
x
-
N
(=]
=
©
~
N
(=]
N
(=]
0
e
m
=2
@
(@)
=
m
c
=
W)
>
()
(@]
(@]
c
=z
5
%)




Note 9 Investment Income

The table below shows a breakdown of investmentincome for the year:

2018/19 2019/20
£'000 £'000
210  Bonds -
9,653  Pooled investments - unit trust and other managed funds 13,856
2,240  Pooled property investments 2,070

- Infrastructure Income 182

91 Interest and cash deposits 151
12,194 Total before taxes 16,259
12,194 Total 16,259
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Note 10 Investment Management Arrangements

Asat 31 March 2020, the investment portfolio is
managed by eight external managers:

UK property portfolios are splitbetween
Hermes Investment Managers and Standard
Life;

Fixed income mandates are managed by
CQS (Multi Asset Credit, via the London CIV),
Insight (Bonds) and Pantheon
(Infrastructure);

Equity portfolios are split between Baillie
Gifford (active global, managedby the
London CIV), Legal and General Investment
Management (passive global)and Longview
Partners (active global). During the year, the
Fund transitionedtheiractive UK equity
holdings from Majedie Investment
Managers into the Legaland General Global
Passive.

All managers have discretionto buy and sell
investments within the constraints set by the
Committee and their respective Investment
Management Agreements. Each manager has been
appointed with clear strategic benchmarks which
place maximum accountability for performance
againstthat benchmark on the investment manager.

The Fund became ashareholderin the LondonLGPS
CIV Ltd (the organisation set up to run pooled LGPS
investmentsin London) in 2015 and holds £150,000

of regulatory capital in the form of unlisted UK equity

shares.

Northern Trustacts as the Fund’s globalcustodian.
They are responsible for safe custodyand settlement
of all investmenttransactions and collection of
income. The bank account for the Fund is held with
Lloyds Bank.

The market value and proportion of investments managed by each fund manager at 31 March 2020 was as follows:

31 March 2019 %  Fund Manager Mandate 31 March 2020 %
Market Value Market Value
£'000 £'000

Investments managed by the London CIV asset pool:

292,964 20.8%  London LGPS CIV Ltd - Majedie UK Equity (Active) 3 0.0%

150 0.0% London CIV UK Equity (Passive) 150 0.0%

293,114 20.8% UK Equity 153  0.0%

283,978 20.2%  London LGPS CIV Ltd - Baillie Gifford Global Equity (Active) 276,397  20.9%

325,643 231% LGIM World Equity (Passive) 523,071 39.6%

609,621 43.3% Global Equity 799,468 60.5%

91,629 6.5%  London LGPS CIV Ltd - CQS Multi Asset Credit 78,765 6.0%
91,629 6.5% Fixed Income 78,765 6.0%

994,364 70.6% Total pooled Sub-Total 878,386 66.5%
Investments managed outside of the London CIV asset pool:
70,003 5.0% Longview Global Equity (Active) 55,353 4.2%
70,003 5.0% Global Equity 55,353 4.2%
198,690 14.1% Insight Buy and Maintain Bond Fund Bonds 216,088 16.4%
198,690 14.1% Bonds 216,088 164%
65,247 46% Hermes Property 61,478 4.7%
64,709 46%  Standard Life Property 68,592 5.2%
129,956 9.2% Property 130,070 9.9%
14,403 1.0%  Pantheon Global Infrastructure Infrastructure 20,639 1.6%
14,403 1.0% Fixed Income 20,639 1.6%
413,052 29.3% Total outside pool Sub-total 422,150 32.0%
944 0.1%  Cash deposits 19,204 1.4%
1,408,360 100% Total investments at 31 March 1,319,740 100%
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Note 11 Reconciliation in movement in investments

2018/19 Market value 1 April 2018 Purchases during the year Sales during the year and Change in market value Market value 31 March 2019
and derivative payments derivative receipts during the year

£'000 £'000 £'000 £'000 £'000
Bonds 183,879 - (183,658) (221) -
Equities 150 - - - 150
Pooled investments 1,008,609 287,433 (101,278) 66,098 1,260,862
Pooled property investments 120,667 50 (309) 6,615 127,023
Infrastructure - 14,403 - - 14,403
Derivatives:
Futures 109 129 (216) (22) -
Forward foreign exchange (1) 272 (443) 172 -
Total 1,313,413 302,287 (285,904) 72,642 1,402,438
Cash deposits 10,321 190 5,802
Amounts receivable for sales of investments 13,218 - -
Investment income due 2,785 - 120
Spot FX contracts 5 7 -
Amounts payable for purchases of investments (9,663) 45 -
Net investment assets 1,330,079 72,884 1,408,360
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Note 11 Reconciliation in Movement in Investments (continued)

2019/20 Market value 1 April 2019 Purchases during the year Sales during the year and Change in market value Market value 31 March 2020
and derivative payments derivative receipts during the year

£'000 £'000 £'000 £'000 £'000
Equities 150 - - - 150
Pooled equity investments 1,260,862 20,035 (10,404) (120,669) 1,149,824
Pooled property investments 127,023 84 (665) 3,537 129,979
Infrastructure 14,403 9,243 (5,673) 2,650 20,623
Total 1,402,438 29,362 (16,742) (114,482) 1,300,576
Cash deposits 5,802 (367) 19,045
Amounts receivable for sales of investments - - -
Investment income due 120 = 119
Spot FX contracts - (10) -
Amounts payable for purchases of investments - - -
Net investment assets 1,408,360 (114,859) 1,319,740

Purchases andsales of derivatives arerecognised in Note 11 above as follows:

e Futures—on close outor expiryof the futures contract the variation margin balances held in respect of unrealised gains or losses ar e recognised as cash receipts or
payments, depending on whether thereis a gain or loss;

e Forward currency contracts — forward currency contracts settled during the period are reported on a gross basis as gross receipts and payments.
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Note 12 Investments exceeding 5% of net assets

The table below shows the Fund’s investmentswhichexceed 5% of net assets. Theseareall pooled investmentvehicles, whichare made up of underlying investments, each of
which represent substantially less than 5%.

31 March 2019 Holding 31 March 2020
Market Value Market Value
£'000 % Holding £'000 % Holding
292,609 20.8%  London LGPS CIV Ltd - Majedie - 0.0% =
(<)}
325,643 231% LGIM 523,071 39.6% ;
2
282,477 20.1%  London LGPS CIV Ltd - Baillie Gifford 276,397 20.9% E
>
70,003 50% Longview 55,353 42% ;
m
bl
198,500 14.1%  Insight Buy and Maintain Bond Fund 216,088 16.4% ;OU
-
91,629 6.5% London LGPS CIV Ltd - CQS 78,765 6.0% §
o
- - Aberdeen Standard 68,592 52% IS
N
(=)
1,260,861 89.6% Total Top Holdings 1,218,266 92.3% O
=
1,408,360 Total Value of Investments 1,319,740 2
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Note 13a Fair Value — Basis of Valuation

The basis of the valuation of each classof investment asset is set out below. There has been no change in the valuationtech niques used during the year. All assets have been
valued using fair value techniques based onthe characteristics of each instrument, with the overall objective of maximising the use of market-basedinformation.

Description of asset

Valuation hierarchy
18/19

Valuation hierarchy

19/20

Basis of valuation

Observable and
unobservable inputs

Key sensitivities
affecting the valuations
provided

Infrastructure

lower of costand fair value.

statements are prepared
in accordance with ECVA
guidelines

Pooled Investments - Equity Level 2 Level 2 The NAV for each shareclassis  Evaluated price feeds Not required
Funds UK and Overseas calculated based on the market
Managed Funds value of the underlying equity
assets.
Quoted UK and Overseas Bonds  Level 2 Level 2 Fixed income securities are Evaluated price feeds Not required
priced based on evaluated
prices provided by independent
pricing services.
Pooled Long Lease Property Level 2 Level 2 The Standard Life Long Lease In house evaluation of Not required
Fund Property Fund is priced ona market data
Single Swinging Price.
Pooled Investments — Property  Level 3 Level 3 Closing bid pricewherebidand  Adjusted for net capital Estimated acquisition
Funds offer prices are published. current assets and disposal costs
Pooled Investments — Multi Level 2 Level 2 Fixed income securities are Evaluated price feeds Not required
Asset Credit priced based on evaluated
prices provided by independent
pricing services.
Pooled Investments - Level 3 Level 3 Valued by fund managersatthe Manager valuation Upward valuations are

only considered when
thereis validation of
the investment
objectives and such
progress can be
demonstrated
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SENSITIVITY OF ASSETS VALUED AT LEVEL3

Having analysed historical data and current market trends, and consulted with independent investment advisors, the Fund has determinedthat the valuation methods described
abovearelikely to be accurate to within the following ranges, and has set out below the consequent potential impact on the closing value of investments held at 31 March 2020.

Description of asset Assessed Valuation Range (+/-) Value at 31 March Value on increase Value on decrease
2020
£000 £000 £000
Pooled investments - Property funds 13% 61,388 62,186 60,590
Pooled investments — Infrastructure* 12.2% 20,623 23,139 18,107
Total 82,011 85,325 78,697

*Pantheon have confirmed due to the valuation assumptions used and material uncertainty during the ongoing Covid-19 pandemic, the true market value could be as much as 12.2% greater or lesser than reflected in the

statement of accounts

As at 31 March 2019:
Description of asset Assessed Valuation Range (+/-) Value at 31 March Value on increase Value on decrease
2019
£000 £000 £000
Pooled investments - Property funds 3% 62,315 64,184 60,445
Total 62,315 64,184 60,445
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Note 13b Valuation of Financial Instruments carried at

Fair Value

The valuation of financial instruments has been
classified into threelevels, according to the quality
and reliability of information used to determine fair
values.

Level 1-wherefairvalues are derived from
unadjusted quoted prices in active markets for
identical assets or liabilities (quoted equities, quoted
fixed securities, quoted indexlinked securities and
unittrusts). Listed investments are shown at bid
prices. The bid valueis based on the market quotation
of the relevant stock exchange.

Level 2—where market prices are notavailable, for
example, where an instrumentis traded in a market
thatis notconsideredto be active or where valuation
techniques are used to determinefair value and
wherethese techniques useinputs thatare based
significantly on observable market data.

Level 3—whereatleastoneinputthatcouldhavea
significant effect on theinstrument’s valuationis not
based on observable market data. Suchinstruments
would include unquoted equity investments and
hedge fund of funds, neither of whichthe Fund
currentlyinvestsin.

The followingtable provides an analysis of the financial assets and liabilities of the Fund groupedinto the level at
which fair valueis observable.

31 March 2019

31 March 2020

Quoted Market Using Observable With Significant Quoted Using With Significant
Price Inputs Unobservable Market Observable Unobservable
Level 1 Level 2 Inputs Price Inputs Inputs
Level 3 Level 1 Level 2 Level 3
£'000 £'000 £'000 £'000 £'000 £'000
Financial Assets
- 1,325,571 76,868  Financial assets at fair - 1,218,415 82,161
value through profit
and loss
_ - - Financial liabilities at - - -
fair value through
profit and loss
- 1,325,571 76,868 - 1,218,415 82,161
1,402,438 1,300,576
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Note 13c Reconciliation of Fair Value Measurements

within Level 3

2019/20 Opening balance Transfers into Transfers out of Purchases Sales Unrealised Realised Closing balance
Level 3 Level 3 gains/losses gains/losses

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Equity 150 - - - - - - 150

Pooled investments - property funds 62,315 - - - - - (927) 61,388

Pooled investments - Infrastructure 14,403 - - 9,243 (5,673) - 2,650 20,623

Total 76,868 - - 9,243 (5,673) - 1,723 82,161

As at 31 March 2019:

2018/19 Opening balance Transfersinto  Transfers out of Purchases Sales Unrealised Realised Closing balance
Level 3 Level 3 gains/losses gains/losses

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Equity 150 - - - - - - 150

Pooled investments - property funds 60,193 - - - - 2,122 - 62,315

Pooled investments - Infrastructure - - - 14,403 - - - 14,403

Total 60,343 - - 14,403 - 2,122 - 76,868
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Note 14a Classification of Financial Instruments

The following table shows the classification of the
Fund’s financial instruments and also shows the split

by UK and overseas.

31-Mar-19 31-Mar-20
Fair value Financial Fair value Financial Financial
through assets at Financial liabilities through assets at liabilities at
profit and amortised at amortised cost profit and amortised amortised
loss cost loss cost cost
£'000 £'000 £'000 £'000 £'000 £'000
Financial Assets
Pooled funds - investment vehicles
992,509 UK Managed Funds Other 878,383
127,023 UK Unit Trusts Property 129,980
268,503 Overseas Managed 271,591
14,403
Infrastructure 20,623
7,397 807
Cash Balances (held directly by Fund)
120 Other Investment Balances 119
5,802
Cash Deposits 19,044
3,875 Debtors 3,833
1,402,438 17,194 - -

1,300,577 23,803
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Note 14a Classification of Financial Instruments (continued)

31 March 2019 31 March 2020
Fair value Financial Fair vakie Financial Financial
through assets at Financial liabilities at e assets at liabilities at
profit and amortised amortised cost 1] Mass amortised amortised
I . cost cost
oss cos
£'000 £'000 £'000 £'000 £'000 £'000
Financial Liabilities

S

Derivative Contracts N

- - - Futures - - - Jz>

2

- - - Forward Foreign Exchange - - - g

E]

m

bl

2

- - - Other Investment Balances - - - :

(=)

- - reditors - - &)

(745) Cred (209) L

S

- - (745) - - (209) S

[ ]

O

m

=

2

1,402,438 17,194 (745) Total 1,300,577 23,803 (209) S

<

1,418,887 1,324,171 5
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Note 14b Net Gains and Losses on Financial Instruments

This table summarises the net gains and losses on
financial instruments classified by type of instrument.

31 March 2019 31 March 2020
£'000 £'000
Financial Assets

72,642  Designated at fairvalue through profit and loss (114,482)

192  Loansand receivables (367)

72,834 (114,849)
Financial Liabilities

51  Financial liabilities at amortised cost (10)

51 (10)

72,883 Total (114,859)

The authority has not enteredinto any financial guarantees thatare requiredto be accounted foras financial

instruments.
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Note 15 Nature and extent of risks arising from Financial

Instruments

RISK AND RISK MANAGEMENT

The Fund’s primary long-termrisk is that its assets will
fall shortofits liabilities (i.e. promised benefits
payableto members). Therefore, theaim of
investment risk managementis to minimise the risk of
anoverall reduction in thevalue of the Fund andto
maximise the opportunity for gains across the whole
fund portfolio. The Fund achieves this throughasset
diversificationto reduce exposure to marketand
creditrisk to an acceptable level. Inaddition, the
Fund manages its liquidity risk to ensure thereis
sufficient liquidity to meet the Fund’s forecast cash
flows.

Responsibilityfor the Fund’s risk-management
strategy rests with the Committee. Risk management
policies are established that aim to identify and
analysetheinvestmentrisks faced by the Fund and
these areregularly reviewed in the light of changing
market and other conditions.

a) Market Risk

Marketrisk is the risk of loss emanating from general
market fluctuations in equity and commaodity prices,
interest and foreign exchange rates and credit
spreads. The Fund is exposed to market risk across all
its investment activities. In general, excessive
volatility in market risk is managed through the
diversification of the portfolio in terms of asset class,
geographicaland industry sectors andindividual
securities. To mitigate market risk, the Committee
and itsinvestment advisors undertake regular
monitoring of market conditions and benchmark
analysis.

Pricerisk

represents therisk thatthevalue of afinancial
instrument will fluctuate as aresult of changesin
market prices (other than those arising from interest
raterisk or foreign exchangerisk), whether those
changes are caused by factors specificto the
individualinstrument or itsissuer or factorsaffecting
all suchinstruments in the market.

The Fund is exposed to share and derivative price risk.
This arises frominvestments held by the Fundfor
which thefuture priceis uncertain. All securities
representarisk of loss of capital. The maximum risk
resulting from financial instruments (with the
exception of derivatives where therisk is currency
related) is determined by thefair value of the
financial instruments. The Fund’s investment
managers aim to mitigate this pricerisk through
diversificationand the selection of securities and
other financial instruments.

The following table demonstrates the changein the
net assets available to pay benefits if the market price
had increased or decreased by 10%. The analysis
excludes cash, debtors, creditors, other investment
balances and forwardforeign exchange, as these
financial instruments are not subject to price risk.
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Price Risk Value Value on 10% Value on 10%
Assets exposed to price increase price decrease
price risk

£'000 £'000 £'000
As at31 March 2019 1,408,360 1,549,196 1,267,524

As at 31 March 2020 1,319,740 1,451,714 1,187,766




Note 15 Nature and extent of risks arising from Financial Instruments (continued)

Interest Rate Risk Currency Risk

The Fund investsin financial assets for the primary purpose of obtaining a return onits investments. Fixed interest Currencyrisk represents the risk that the fair value of
securities and cash are subject to interest rate risks, whichrepresent the risk that the fair value or future cash flows future cash flows of a financial instrument will

of a financial instrument will fluctuate because of changes in market interest rates. The Committee and its fluctuate because of changes in foreign exchange
investment advisorsregularlymonitor the Fund's interest raterisk exposure during the year. rates. The Fund is exposed to currencyrisk on

financial instruments that are denominatedin any

Fixed interest securities, cash and cash equivalents are exposed to interest raterisk. Thetable below demonstrates
currency otherthan Sterling. The Fund aims to

the changein value of these assets had the interest rateincreased or decreased by 1%.

mitigate this risk through the use of hedging. The 3

Assets exposed to Average Value Value on 1% Value on 1% Committeerecognises thata ;
interest rate risk Duration increase decrease strengthening/weakening ofthe pOUI’]d against the %
. . . . c

Yrs £000 £000 £000 yarlous currencies m whichthe Fund holds =

investments would increase/decrease the net assets =

H _ . . bl
Fixed Income - Global Bonds 8.16 198,690 182,477 214,903 available to pay benefits. :ou
Fixed Income - Global Multi Asset Credit 1.27 91,629 90,465 92,793 . ) ) . :
Overseas equities, fixed interest securities and g

As at 31 March 2019 290,319 272,942 307,696 futures, cash in foreign currencies, forwardforeign IS
N

exchange contracts and some elements of the pooled =

investment vehicles are exposed to currency risk. The p

Assets exposed to Average Value Value on 1% Value on 1% following table demonstrates the change in value of G
(@]

interest rate risk Duration increase decrease these assets had therebeena 10% =
Yrs £000 £000 £000 strengthening/weakening of the pound against z

foreign currencies. z

Fixed Income - Global Bonds 8.15 216,088 198,477 233,699 8
c

Fixed Income - Global Multi Asset Credit 1.86 78,765 77,300 80,230 =
wv

As at 31 March 2020 294,853 275,776 313,930




Note 15 Nature and extent of risks arising from Financial Instruments (continued)

Assets exposed to Value Value on 10% Value on 10% c) Liquidity Risk
currency risk foreign exchange foreign exchange Liquidity risk represents theriskthat the Fund will not
rateincrease rate decrease be able to meet its financial obligations as they fall
£000 £000 egoo0  due.The Committee monitors cash flows and takes
As at31 March 2019* 363,234 399,557 326,910 stepsto ensurethatthereareadequate cash

resources to meetits commitments.

As at 31 March 2020 316,823 348,505 285,140 , , , )
The Fund hasimmediate access to its cash holdings.

*Currency risk figures asat 31 March2019 have been restated due to the LGIM portfoliobeingincorrectlyincluded The Fund defines liquid assets as assets that can be
during 2018/19.

converted to cash withinthree months, subject to
normal market conditions. Asat 31 March 2020,

b) Credit Risk liquid assets were £1,169m representing 89% of total

Creditrisk represents therisk that the counterparty to a transaction or a financial instrument will fail to discharge fund assets (£1,264m at 31 March 2019 representing

an obligation and causethe Fund to incura financial loss. 90% of the Fund at that date). The majority of these

The market values of investments generally reflect an assessment of credit in their pricing and consequently the infvdestments can in fact beliquidated within a matter
of days.

risk of lossis implicitly providedfor in the carrying value of the Fund’s financial assets and liabilities. The selection
of high-quality fund managers, counterparties, brokers andfinancial institutions minimises credit risk that may
occur throughthe failure to settle a transactionin a timely manner.

Thereis a risk that some admitted bodies may not honour their pension obligations with the result that any ensuing
deficit might fall upon the Fund. To mitigate this risk, the Fund regularly monitors the state of its admitted bodies.

(=]
S
)
>
2
2
c
>
-
o
m
o
(]
x
-
N
(=]
=
©
~
N
(=]
N
(=]
.
o
m
=2
2
o
=2
m
c
=2
O
>
Q
(@]
o
[
=
=
wn




Note 16 Funding Arrangements

The LGPS Regulations require that a full actuarial
valuation of the Fund is carried out every threeyears.
The purposeof thisis to establish that the City of
Westminster Pension Fundis able to meetits
liabilities to past and present contributors and to
review the employer contributionrates.

The latest full triennial valuation of the Fund was
carried out by Barnett Waddingham, the Fund’s
actuary, asat31 March 2019in accordance with the
Funding Strategy Statement of the Fund and
Regulation 36 of the Local Government Pension
Scheme (Administration) Regulations 2008. The
results were published in the triennial valuation
reportdated 31 March 2020, with the funding level
risingto 100%. This report details the fund
assumptions and employer contribution rates forthe
threeyearsfollowing 2019/20. Thereportand
Funding Strategy Statement are both available on the
Council’s website.

The triennial valuation undertakenas at 31 March
2016 covers the followingfinancialassumptions for
2019/20.The actuary's smoothed market value of the
scheme’s assets at 31 March 2016was £1,056.7m
and the Actuary assessed the presentvalue of the
funded obligation at £1,320.8m. Thisindicates a net
liability of £264.1m, whichequates to a funding
position of 80% (2013:£297.3mand 74%).

The actuarial valuation, carried out using the

projected unit method, is based on economicand

statistical assumptions, the main ones being:

Future assumed returns at 2016 Assumed Risk
returns adjusted
% assumed
returns
%
Bonds 33 20
Equities 74 65
Property 59 15
Financial assumptions 2019 2016 2013
% % %
Discount rate - scheduled 4.8 5.1 59
bodies
Discount rate - admitted 33 45 49
bodies
RPI 36 33 35
CPI 2.6 24 2.7
Pension increases 26 24 2.7
Short-term pay increases n/a 2.4 1.0
Long-term pay increases 3.6 39 4.5

The 2016 valuation certified an aggregate employer
contributionrate of 33.9%of pensionable pay (2013:
29.8%). Thecontributionrateis set on the basis of
the cost of future benefitaccrual, increasedto bring
the fundinglevel backto 100% over a period of 22
years, as set outin the Funding Strategy Statement
(2013:25 years). Thecommonfuture service
contributionrate for the Fund was setat 16.9% of
pensionable pay (2013:13.3%).

The triennial valuation alsosets out the individual
contributionrateto be paid by each employerfrom 1
April 2017 depending on the demographicand
actuarial factors particularto each employer. Details
of each employer’s contribution rate are containedin
the Statementto the Rates and Adjustment
Certificatein the triennial valuationreport.
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Note 17 Actuarial Present Value of Promised Retirement

Benefits

The table below shows the total net liability of the
Fundasat31 March 2020. Thefigures have been
prepared by Barnett Waddingham, the Fund’s
actuary, only forthe purposes of providing the
informationrequired bylAS26. In particular, they are
notrelevantfor calculations undertaken for funding
purposes or for other statutory purposes under UK
pension’s legislation.

In calculating the required numbers, the actuary
adopted methods and assumptions thatare
consistent with IAS19.

31 March 2019 31 March 2020

£'000 £'000
(2,046,789)  Present Value of (1,860,231)
Promised
Retirement Benefits
1,402,762  Fair Value of 1,319,740
Scheme Assets (bid
value)
(644,027) Net Liability (540,491)

Present Value of Promised Retirement Benefits
comprise of £1,839m (2018/19: £2,003m)and
£21.4m(2018/19:£43.8m) in respect of vested
benefits and non-vested benefits respectivelyas at 31
March 2020.

ASSUMPTIONS

To assess thevalue of the Fund’s liabilities at 31
March 2020, thevalue of the Fund’s liabilities
calculated for the funding valuation as at 31 March
2016 have beenrolledforward, usingfinancial
assumptions that comply with IAS19.

DEMOGRAPHIC ASSUMPTIONS

The demographic assumptions used are consistent
with those used for the most recent Fund valuation,
which was carried outasat31 March2016, hence
they aredifferent from those used for the 2019/20
statement of accounts. The postretirement mortality
tables adopted arethe S3PAtables with a multiplier
of 110%, for males and 105% for females. These base
tables arethen projected usingthe CMI 2018 Model,
allowing for along-termrate of improvement of
1.25%p.a.

Assumed life expectancy fromage 65 is:

Life expectancy from age 65 31 31
years March March
2019 2020
Retiring today Males 234 21.8
Females 24.8 244
Retiring in 20 years Males 250 232
Females 26.6 258
FINANCIAL ASSUMPTIONS

The main financialassumptionsare:
31 March 2019 31 March 2020
% %
RPI increases 3.40 290
CPl increases 2.40 1.90
Salaryincreases 3.90 2.90
Pension increases 240 1.90
Discount rate 240 235
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Note 18 Current Assets

ANALYSIS OF DEBTORS

31 March 31 March 2020
2019
31 March 2019 31 March 2020
£'000 £'000
Debtors:
£'000 £'000
1 ibuti - | 2,436
833 Catinl0dtons €5 - cmsleyErs 28  Central Government Bodies -
578 Contributions due - employees 776 » o
718  Other entities and individuals 787
1,425 Sundry debtors 621 T )
3,150 Administering Authority 3,049 o
7,397  Cash balances 807 3
3,896 Total 3,833 —_
11,203 Total 4,640 z
2
c
>
~
E]
m
bl
o
Note 19 C iabiliti :
N
ote urrent Liapliiities 2
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31 March 31 March §
wn
31 March 31 March 2020 2019 2020 S
2019 =
£'000 £'000 %
1 1 . D
£'000 £'000 (576)  Central government bodies (637) z
1,321)  Sund dit 846 3
(1,321) undry creditors (846) (140)  Other entities and individuals (209) 8
=3
=
(1,321) Total (846) (605)  Administering Authority - o

(1,321) Total (846)




Note 20 Additional Voluntary Contributions

The Pension Fund’s Additional Voluntary Contributions (AVC) providers are Aegon and Equitable Life Assurance
Society. Thetable below shows information about these separately invested AVCs.

31 March 2019 31 March 2020
Market Value Market Value
£'000 £'000

895 Aegon 828

312 Utmost Life and Pensions* 214

1,207 Total 1,042

*Followingthetransfer during 2019/20, AVCs previously held with Equitable Life are now managed by Utmost Life
and Pensions.

In accordance with Regulation 4(1)(b) of the Pension
Scheme (Managementand Investment of Funds)
Regulations 2016, the contributions paid and the
assets of theseinvestments are notincluded in the
Fund’s Accounts.

The AVC providerssecure benefits on a money
purchase basis forthose members electing to pay
AVCs. Members of the AVC schemes each receive an
annual statement confirming the amounts held in
their accountand the movementsin theyear. The
Fund relies on individual contributors to checkthat
deductions areaccuratelyreflected in the statements
provided by the AVC provider.
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Note 21 Related Party Transactions

The Fund is administered by Westminster City KEY MANAGEMENT PERSONNEL REMUNERATION
Council. The Councilincurred costs of £0.535min the The key management personnelof the Fund are the Members of the Pension Fund Committee, the Director of
period 2019/20(2018/19: £0.424m) in relation to the Finance and Resources, the Tri-Borough Director of Pensions and Treasury Management andthe Director of People

Services. There were no costs apportionedto the Pension Fund in respect of the Director of Finance and Resources
postfor 2019/20. Total remuneration payable to key management personnel from the Pension Fundis set out
below:

administrationof the Fund and werereimbursed by

the Fund for the expenses. The Fund uses the same

Banking and Control Service provider as WCC and no

. . . 31 March 2019 31 March 2020
chargeis madein respect of this.

£'000 £'000

58  Short-term benefits 56

22 Post-employment benefits 253

80 Total 309
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Note 22 External audit costs

The external fee payableto the Fund’s external
auditors Grant Thornton UK LLP was £16k (£16kin

2018/19).

31 March 31 March
2019 2020
£'000 £'000

16  External audit fees 16
16 Total 16

Note 23 Events after the
reporting period

Management have reviewed and can confirm that
thereareno significant events occurringafter the
reporting period.

Note 24 Contractual
Commitments

The Fund has committed $91.5m to the Pantheon
Global Infrastructure Fund lll. Of this commitment
$65.87m was still outstanding at 31 March 2020.
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Asset Pools




Asset Pool Background and Governance

BACKGROUND

During 2015 the Ministry of Housing, Communities
and Local Government (MHCLG) issued guidance on
LGPS asset pooling (LGPS: Investment Reform
Criteriaand Guidance), whichsets outhow the
government expected fundsto establish asset
pooling arrangements. In January 2019, the MHCLG
issued a consultationand draft guidance on asset
pooling within the LGPS, setting out changes to the
pooling framework. This guidance will set out the
requirements on administering authorities, replacing
previous guidance, and build on previous ministerial
communications and guidance on investment
strategies.

The Fund recognises the Government’s requirement
for LGPS fundsto pool their investments andis
committed to pursuing a pooling solution that
ensures maximum cost effectiveness forthe Fund,
both in terms of return and management cost.

The pension funds across England and Wales have
cometogether to form eightasset pools. The Fund
joined the London Collective Investment Vehicle
(LCIV) in December 2015, the poolcomprises of the
32 local authorities within London and has circa
£18bn of assets under management, including £8bn
under direct management, with 14 funds launched
as 0f2019/20.

The Fund has transitioned assets into the London
CIVwith a valueof £355mor 27% as atthe 31 March
2020. Going forward the Fund will look to transition
further assets asand when therearesuitable
investment strategies available on the platform that
meet the needs of the Fund.

GOVERNANCE

Therearea number of governanceissuesto be
considered under pooling arrangements such as the
relationship between the pension fundand asset
pool, governance structure of the poolandtherole
of administering authorities.

The London CIV Shareholder Committeeiis
responsible forscrutinising the actionsof the LCIV
Company Board, reporting and transparency,
consultationon the strategy, responsible investment
and emergingissues. The Committee comprises of
12 membersincluding Councillorsand Treasurers
fromthe LLAs.

London CIV shareholdersapproved a new Corporate
Governanceand Controlsframeworkat the July
2018 Annual General Meeting (AGM). This
framework details the governance arrangements for
approvingthe LondonClV’s annual budget, business
plan and objectives, governance structures and
appointments, shareholder agreementand
transparency of informationand reporting.

The London CIV Company Board comprises of an
independent Chairman, 7 non-executive Directors
(NEDs), including 2 nominated by the LLAs, 3
executive Directors andthe LCIV Treasurer. The
Board hasaduty toactinthebest interests of the
shareholders and has collective responsibility for;
strategy oversight, budgeting, performance review,
major decision making, financial reporting and
controls, compliance and riskmanagement, key

The London CIV has four Committees, responsible
for investment oversight, audit and risk,
remuneration andnominations and dayto day
operations of the company. These comprise of
executive and non-executive members.

External independent oversight andassurance of the
pool companyis provided by the FCA, depositary,
external auditors and the MHCLG. The London CIV
hosts an AGM on a semi-annual basis, to which all 32
members areinvited. This allows members the
opportunity to exercise shareholder power, approve
the annual budget and hold the Boardto account.

[ SHAREHOLDER COMMITTEE ]

!

_[ BOARD

J
|
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!

[ LCIV CLIENTS

v

policiesand governance.

[ 4 COMMITTEES ]

London CIV Governance Structure
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Pool Set Up Costs

POOL SET UP AND TRANSITION COSTS

The set up and transition costs incurred by the Fundin relationto pooling are detailed in the followingtable.

2019/20

Direct Indirect Total Cumulative

£'000 £'000 £'000 £'000
Set up costs
Other costs - 4 10
Total set up costs 4 - 4 10
Transition costs
Taxation - - - 130
Other transition costs - - - 28
Total transition costs - - - 159

TOTAL EXPECTED COSTS AND SAVINGS
The following table details actual and forecasted costs and savings to 2045/25.

2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Setup costs - 2 4 4 3 4 4 4 4
Transition costs 30 125 3 - - = - - -
Fee savings 226 (552) (470) (2) 929 947 966 986 1,005
Net savings realised 256 (424) (462) 2 932 951 970 989 1,009

The Fund is monitoring developments and the opening of investment strategy fund openings onthe London CIV platform with a view
to transitioning assets across to the London CIV as soon as there are appropriate sub-funds to meet the Fund’s investment strategy requirements.
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Other Investment Management Costs

The table below splits investment management costs between pooled and non-pooled.

Asset Pool Non-asset pool Fund
Total
Direct Indirect Total Direct Indirect Total

£'000 £'000 £'000 £'000 £'000 £'000 £'000
Managementfees 2,883 93 2,976 1,796 - 1,796 4,773
Assetpool sharedcosts 90 = 90 - - - 90
Transaction costs 121 411 532 162 74 236 768
Custody = = = 31 = 31 31
Total 3,095 504 3,599 1,989 74 2,063 5,662

An analysis of operational expenses including variances to prioryears canbe found within section 2 of this report.

(=]
00
)}
>
2
2
c
>
-
o
m
o
(]
x
-
N
(=]
=
©
~
N
(=]
N
(=]
0
>
%)
m
m
—
o
(]
(@]
—
(%]




Asset Allocations and Performance

Asset allocation and performanceis separated by pooled and non-pooled in the following table.

Asset Category Opening Value Closing Value Performance P?;;“e’i Benchmark
Gross

£'000 % £'000 % % % %
Asset pool managed
UK Equity (Active) 292,964 20.8% 3 0.0% N/A N/A N/A
UK Equity (Passive) 150 0.0% 150 0.0% N/A N/A N/A 8
Global Equity (Active) 283,978 20.2% 276,397 20.9% -1.3% N/A -5.1% ;
World Equity (Passive) 325,643 23.1% 523,071 39.6% -11.1% -11.0% N/A =
Multi Asset Credit 91,629 6.5% 78,765 6.0% -13.8% N/A 0.4% ,g
Total 994,365 70.6% 878,386 66.6% %
Non-asset pool managed E
Global Equity (Active) 70,003 5.0% 55,353 4.2% -13.4% N/A -4.2% g
Global Bonds 198,690 14.1% 216,088 16.4% 0.2% N/A 1.6% g
Property 65,247 4.6% 61,478 4.7% 1.6% N/A 1.0% O
Property(Passive) 64,709 4.6% 68,592 5.2% 5.9% 12.0% N/A %
Infrastructure 14,403 1.0% 20,639 1.6% N/A N/A N/A é'
Cash 944 0.1% 19,205 1.5% N/A N/A N/A g
Total 413,995 29.4% 441,354 33.4%
Grand Total 1,408,360 100% 1,319,740 100%

See section 3 of thisreportfor moreinformationregardingFund performance and asset management.
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Glossary of Terms

ACCOUNTING POLICIES

The rules and practices adopted by the authority that
determine how the transactions and events are
reflected in theaccounts.

ACCRUALS

Amountsincludedin the accounts forincome or
expenditurein relation to the financial year but not
received or paid asat 31 March.

ACTIVE MANAGEMENT

Active management or active fund managementis
wherethe fund manager makes specificinvestments
with the aim of outperforming an investment
benchmark.

ACTIVE MEMBER

Currentemployee who is contributing to a pension
scheme.

ACTUARIAL GAINS AND LOSSES

These arise where actual events have not coincided
with the actuarial assumptions made for the last
valuations (known as experience gains and losses) or
the actuarial assumptions have been changed.

ACTUARY

Anindependent professional whoadvises the Council
onthefinancial position of the Fund. Every three
yearstheactuary values the assets and liabilities of
the Fund and determines the funding level and the
employers’ contribution rates.

ADDITIONAL VOLUNTARY
CONTRIBUTIONS (AVC)

An option available to active scheme members to
secure additional pension benefitsby making regular
contributions to separately heldinvestment funds
managed by the Fund’s AVC provider.

ADMITTED BODY

An organisation, whose staff can become members of
the Fund by virtue of an admissionagreement made
between the Council and the organisation. Itenables
contractors whotake on the Council’s services with
employees transferring, to offerthose staff continued
membership of the Fund.

ASSET ALLOCATION

The apportionment of a Fund’s assets between
differenttypes of investments (or asset classes). The
long-term strategic asset allocation of a Fund will
reflectthe Fund’s investment objectives.

BENCHMARK

A measure against which theinvestment policyor
performance of an investment manager can be
compared.

BONDS

Investments, mainly in government stocks, which
guarantee a fixed rate of interest. Thesecurities
representloans whicharerepayableata future date,
butwhich can betraded on arecognisedstock
exchangein the meantime.

CIPFA (CHARTERED INSTITUTE OF
PUBLIC FINANCE AND ACCOUNTING)

CIPFAis the professional institute for accountants
workingin the publicservices. CIPFA publishes the
Code.

CREDITORS

Amounts owed by the Councilfor goods and services
received but not paid for asat 31 March.

DEBTORS

Amounts owed to the Council forgoodsand services
provided but where the associated income was not
received as at 31 March.

DEFERRED MEMBERS

Scheme members, who have left employment or
ceased to be active members of the scheme whilst
remainingin employment but retain an entitlement to
a pension fromthe scheme.

DEFINED BENEFIT SCHEME

A type of pension scheme, where the pension that will
ultimately be paid to the employeeis fixed in
advance, and notimpacted by investment returns. It
isthe responsibility of the sponsoringorganisation to
ensurethatsufficient assets are set aside to meet the
pension promised.
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Glossary of Terms (continued)

DERIVATIVE

A derivativeis afinancial instrument which derives its
valuefromthechangein price(e.g. foreignexchange
rate, commodity price or interestrate) of an
underlyinginvestment (e.g. equities, bonds,
commodities, interest rates, exchange rates and stock
marketindices), which no netinitial investment or
minimal initial investment and is settled atafuture
date

EMPLOYER CONTRIBUTION RATES

The percentage of the salary of employees that
employers pay as a contribution towards the
employees’ pension.

EQUITIES

Ordinary sharesin UK and overseas companies traded
on a stock exchange. Shareholders havean interestin
the profits of the company and are entitled to vote at
shareholders’ meetings.

EXCHANGE TRADED

This describes a financial contract whichistraded on a
recognised exchange suchasthe London Stock
Exchange or the London International Financial
Futures Exchange.

FINANCIAL ASSETS

Financial assets are cash, equity instruments within
another entity (e.g. shares) or a contractual right to
receive cash or another asset from another entity
(e.g. debtors) or exchange financialassets or financial
liabilities under potentially favourable conditions (e.g.
derivatives).

FINANCIAL INSTRUMENT

Any contractgiving riseto afinancial assetin one
entity and a financial liability or equity in another
entity.

FINANCIAL LIABILITIES

Financial assets are contractual obligations to deliver
cash or another financial asset (e.g. creditors) or

exchangefinancial assets or financial liabilities under
potentially unfavourable conditions (e.g. derivatives).

FORWARD FOREIGN EXCHANGE
DERIVATIVE

Forward foreign exchange derivatives are over the
counter contracts whereby two parties agree to

exchangetwo currencies on a specified future date at
an agreed rate of exchange.

INDEX

A calculationof the average price of shares, bonds, or
other assets in a specified marketto providean
indication of the average performance and general
trendsin the market.

OVER THE COUNTER

This describes a financial contract whichis potentially
uniqueasthey arenot usually traded onarecognised
exchange

PASSIVE MANAGEMENT

Passive managementis where theinvestments mirror
a marketindex.

POOLED INVESTMENT VEHICLES

Funds which manage theinvestments of more than
oneinvestor on acollective basis. Each investoris

allocated units whicharerevalued at regularintervals.

Income from these investments is normally returned
to the pooled fund and increases the value of the
units.

PROJECTED UNIT METHOD -
PENSION FUND VALUATION

An accrued benefits valuationmethod in whichthe
scheme liabilities make allowance for projected
earnings. An accrued benefits valuation methodis a
valuation method in which the schemeliabilities at
the valuation date relate to:

e the benefits for pensioners anddeferred
pensioners (i.e. individuals whohave ceased to
be active members but are entitled to benefits
payable ata later date) and their dependents,
allowing where appropriate for futureincreases,
and

e the accrued benefits for membersin serviceon
the valuation date.
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Glossary of Terms (continued)

RELATED PARTIES

Two or more parties arerelated parties when atany
time during the financial period:

e oneparty hasdirectorindirect control of the
other party; or

e the partiesaresubjectto commoncontrol from
the samesource; or

e oneparty hasinfluenceover thefinancialand
operational policies of the other party, to an
extent that the other party might beinhibited
from pursuing at all times its own separate
interests; or

e the parties, in enteringatransaction, are subject
toinfluencefromthesamesource, to suchan
extent that one of the parties to the transaction
has subordinated its own separateinterests.

Advicefrom CIPFAis thatrelated parties to alocal
authority include Central Government, bodies
precepting or levying demands on the Council Tax,
members and chief officers of the authority andits
pension fund.

RELATED PARTY TRANSACTION

A related party transactionis the transfer of assets or
liabilities or the performance of services by, to or for a
related party, irrespective of whether achargeis

made. Examples of related party transactions include:

e the purchase, sale, lease, rental or hire of assets
between related parties;

e the provision by a pension fund to arelated party
of assets of loans, irrespective of any direct
economic benefitto the pensionfund;

e the provision of services to a related party,
includingthe provision of pension fund
administrationservices; and

e transactionswithindividuals whoarerelated
parties of an authority or a pension fund, except
those applicableto other membersof the
community or the pension fund, such as Council
Tax, rents and payments of benefits.

RETURN

The total gain from holding an investment overa
given period, includingincome and increase or
decreasein marketvalue.

SCHEDULED BODY

An organisation that has theright to become a
member the Local Government Pension Scheme
under the schemeregulations. Such an organisation
does not need to be admitted, as its rightto
membership is automatic.

THE CODE

The Codeincorporates guidancein line with IFRS,
IPSAS and UK GAAP Accounting Standards. It sets out
the proper accounting practice to be adopted forthe
Statement of Accountsto ensurethey ‘present fairly’
the financial position of the Council. The Code has
statutory status via the provision of the Local
GovernmentAct2003.

UNREALISED GAINS/LOSSES

The increase or decreasein the marketvalue of
investments held by the fund since the date of their
purchase.

NOTE: values throughout these accounts are
presented rounded to whole numbers. Totals in
supportingtables and notes may notappearto cast,
cross-cast, orexactly match to the core statements or
other tables due to roundingdifferences.
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Contact Information

This document gives details of Westminster City Council’sAnnual Accounts
and is available on the Council’'swebsite at westminster.gov.uk.

FOR FURTHER DETAILS PLEASE CONTACT:
The Pensions Team

16" Floor

64 Victoria Street

London
SWI1E6QP

pensionfund @westminster.gov.uk
Contact details of the City of Westminster Pension Fund’s pool company are as follows:

London CIV

4th Floor

22 Lavington Street
London

SE10NZ

pensionsClV@londonciv.org.uk

[=]
©
N
>
2
2
c
>
-
>
(=)
o
(]
Cc
2
puur
7]
N
=]
=3
©
~
N
=]
N
o
.
(0]
—
@]
%]
(%]
>
=)
=<
>
=
)
(@)
(@]
=z
=
3
—
(%]



mailto:pensionfund@westminster.gov.uk

9.
Appendices




Governance Compliance Statement

BACKGROUND

The City of Westminster is the administering authority
for the City of Westminster Pension Fund (“the Fund”)
and itadministers the Local Government Pension
Scheme on behalf of the participating employers.

Regulation 55 of the Local Government Pension
Scheme Regulations 2013 requires all administering
authorities for local government pension schemes to
publish a Governance Compliance Statement setting
outthe Fund’s governance arrangements.
Information on the extent of the Fund’s compliance
with guidanceissued by the Secretary of State for
Communities and Local Governmentisalso a
requirement of this regulation.

GOVERNANCE STRUCTURE

The diagram below showsthe governance structure in
placefor the Fund.

Full Council has delegated its functions in relation to
the Pension Fundregulations, as shown in the
diagram. The sections below explaintherole of each
party and provide the terms of reference.

Full Council of City of Westminster

Pension Fund Committee

Pension Board

Director of Finance and
Resources

Director of People Services
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Governance Compliance Statement (continued)

PENSION FUND COMMITTEE

Full Council has delegated all decisions in relation to
the Public Service Pensions Act 2013 to the Pension
Fund Committee.

The role of the Pension Fund Committeeis to have
responsibility forall aspects of theinvestment and
other management activity of the Fund.

The Committee comprises four elected members -
three Majority Party councillors and one opposition
councillor. The Committee may co-opt non-voting
independent members, including Trade Unions and
representatives from the admitted and scheduled
bodies in the Pension Fund.

All Councillors on the Committee have votingrights.
In the event of an equality of votes, the Chair of the
Committee shall have a second casting vote. Where
the Chair is notin attendance, a Vice-Chair will be
elected.

The Committee meets four times a year and may
convene additional meetings as required. Three
members of the Committee are required to attend for
a meeting to be quorate.

The terms of reference for the Pension Fund
Committeeare:

1. Toagree theinvestment strategy and strategic
asset allocation havingregardto the advice of the
fund managers and the Investment Consultant.

2. Tomonitor performance of the Superannuation
Fund, individual fund managers, custodians,
actuary and other external advisors to ensure that
they remain suitable;

3. Todeterminethe Fund management
arrangements, including the appointment and
termination of the appointment of the fund
managers, Actuary, Custodians and Fund Advisers.

4. To agree the Statement of Investment Principles,
the Funding Strategy Statement, the Business Plan
for the Fund, the Governance Policy Statement,
the Communications Policy Statement and the
Governance Compliance Statementand to ensure
compliance with these.

5. Toapprovethefinal statement of accounts of the
Superannuation Fundand to approve the Annual
Report.

6. Toreceiveactuarial valuations of the
SuperannuationFundregarding the level of
employers’ contributions necessaryto balancethe
Superannuation Fund.

7. Tooverseeandapproveany changes to the
administrative arrangements, material contracts
and policies and procedures of the Council forthe
payment of pensions, and allowances to
beneficiaries.

8. To make and review an admission policy relating
to admission agreements generally with any
admission body.

9. Toensurecompliance with all relevant statutes,
regulations and best practice with both the public
and private sectors.

10.Toreview thearrangements and managers forthe
provisionof Additional Voluntary Contributions for
fund members.

11.Toreceiveand considerthe Auditor'sreporton
the governance of the PensionFund.

12.To determinethe compensation policyon
termination of employment and to make any
decisionsin accordance with that policy other
than decisionsin respect of the Chief Executive,
Chief Officers and Deputy Chief Officers of the
Council (whichfall within the remit of the
Appointments Sub-Committee).

13.To determine policy on the award of additional
membership of the pension fund and to make any
decisionsin accordance with that policy other
than decisions in respect of the Chief Executive,
Chief Officers and Deputy Chief Officers of the
Council (whichfall within the remit of the
Appointments Sub-Committee).

14.To determine policy on the award of additional
pension and to make any decisions in accordance
with that policy other than decisions in respect of
the Chief Executive, Chief Officers and Deputy
Chief Officers of the Council (which fall within the
remit of the Appointments Sub-Committee).
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Governance Compliance Statement (continued)

15.To determine policy on retirement before the age
of 60 and to make any decisionsin accordance
with that policy other than decisions in respect of
the Chief Executive, Chief Officers and Deputy
Chief Officers of the Council (which fall within the
remit of the Appointments Sub-Committee).

16.To determinea policy on flexible retirement and
to make any decisions in accordance with that
policy other than decisionsin respect of the Chief
Executive, Chief Officersand Deputy Chief Officers
of the Council (whichfall withinthe remit of the
Appointments Sub-Committee).

17.To determine questions and disputes pursuant to
the Internal Disputes Resolution Procedures

18.To determine any other investment or pension
fund policies that may be required fromtime to
time so asto comply with Government regulations
and to make any decisions in accordance with
those policies other than decisions in respect of
the Chief Executive, Chief Officers and Deputy
Chief Officers of the Council (which fall within the
remit of the Appointments Sub-Committee).

PENSION BOARD

With effect from 1st April 2015, all administering
authorities arerequired by the PublicServices
Pensions Act 2013 to establish a Pension Boardto
assistthem. The City of Westminster Pension Board
was established by the General Purposes Committee
on 25th February 2015.

The role of the Pension Boardis to assist the
administering authority with securing compliance
with Local Government Pension Scheme regulations
and other legislation relating to the governance and
administrationof the scheme. The Board does not
have a decision-making rolein relation to
management of the Fund butis able to make
recommendations to the Pension Fund Committee.

The membership of the Boardis as follows:

e Threeemployer representatives comprising one
froman admitted or scheduled body and two
nominated by the Council; (Councillors)

e Threescheme members representatives from the
Council or an admitted orscheduled body.

All Board members are entitled to vote, butitis
expected thatas far as possible Board memberswill
reach a consensus. Three Boardmembers are
required to attend for a meeting to be quorate. The
Board will meet a minimum of twice a year butis
likely to meet on a quarterly basis to reflect the same
frequency as the Pension Fund Committee.

COMPLIANCE WITH STATUTORY
GUIDANCE

It isa regulatory requirement that the Fund publishes
the extent to which it complies with statutory
guidanceissued by the Secretary of State for
Communities and Local Government. The guidance
and compliancelevels aresetoutin Appendix 1.

REVIEW OF STATEMENT

This statement will be kept under review and updated
as required. Consultationwith the admitted and
scheduled bodies of the Fund will take place before
the statementis finalised at each change.
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Governance Compliance Statement (continued)

Compliance Requirement Compliance Notes

Structure

The management of the administration of benefits and strategic management of fund assets clearly rests with the main Compliant As set out in terms of reference of the Pension Fund
committee established by the appointing council. Committee.

That representatives of participating LGPS employers, admitted bodies and scheme members (including pensioner and Compliant Representatives of the employers and scheme members are

deferred members) are members of either the main or secondary committee established to underpin the work of the main
committee.

That where a secondary committee or panel has been established, the structure ensures effective communication across both
levels

That where a secondary committee or panel has been established, at least one seat on the main committee is allocated for a
member from the secondary committee or panel

Not applicable

Not applicable

Pension Board members, rather than members of the
Pension Fund Committee.

All Pension Fund matters are considered by the Pension
Fund Committee

All Pension Fund matters are considered by the Pension
Fund Committee

Committee membership and representation

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, e.g. admitted bodies);
ii) scheme members (including deferred and pensioner scheme members),

iii) where appropriate, independent professional observers, and

iv) expert advisors (on an ad hoc basis).

That where lay members sit on a main or secondary committee, they are treated equally in terms of access to papers and
meetings, training and are given full opportunity to contribute tothe decision making process, with or without voting rights

Compliant

Not applicable

Representatives of the employers and scheme members are
Pension Board members, rather than members of the
Pension Fund Committee. Expert advisers attend the
Committee as required

All Pension Fund matters are considered by the Pension
Fund Committee

Selectionand role

That committee or panel members are made fully aware of the status, role and function they are required to perform on Compliant As set out in terms of reference of the Pension Fund
either a main or secondary committee Committee

That at the start of any meeting, committee members are invited to declare any financial or pecuniary interest related to Compliant This is a standing item on the Pension Fund Committee
specific matters on the agenda agendas

Voting

The policy of individual administering authorities on voting rights is clear and transparent, including the justification for not Compliant As set out in terms of reference of the Pension Fund

extending voting rights to each body or group represented on main LGPS committees.

Committee
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Governance Compliance Statement (continued)

Compliance Requirement Compliance Notes

Training, facility time and expenses

That in relation to the wayin which statutory and related decisions are taken by the administering authority, there is a clear Compliant As set out in the Council’s allowances policy and the Pension
policy on training, facility time and reimbursement of expenses in respect of members involved in the decision-making Fund Knowledge and Skills policy

process

That where such a policy exists, it applies equally to all members of committees, sub-committees, advisory panels or any Compliant As set out in the Council’s constitution

other form of secondary forum

Meetings

That an administering authority’s main committee or committees meet at least quarterly. Compliant As set out in terms of reference of the Pension Fund

That an administering authority’s secondary committee or panel meet at least twice a year and is synchronised with the dates
when the main committee sits

Not applicable

Committee

All Pension Fund matters are considered by the Pension
Fund Committee.

That administering authorities who do not include lay members in their formal governance arrangements, provide a forum Compliant Represented on the Pensions Board

outside of those arrangements by which the interests of key stakeholders can be represented

Access

That subject to any rules in the council’s constitution, all members of main and secondary committees or panels have equal Compliant As set out in the Council’s constitution

access to committee papers, documents and advice that falls to be considered at meetings of the main committee

Scope

That administering authorities have taken steps to bring wider scheme issues within the scope of their governance Compliant as setout in terms of reference of the Pension Fund
arrangements Committee

Publicity

That administering authorities have published details of their governance arrangements in such a way that stakeholders with Compliant All meeting minutes, reports and Pension Fund policies are

aninterest in the way in which the scheme is governed, can express an interest in wanting to be part of those arrangements

published on the Council's website
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Communication Policy

BACKGROUND

Regulation 61 of the Local Government Pension
Scheme Regulations 2013 requires administering
authorities to prepare, publish and maintain a policy
statement setting outits communication strategyfor
communicating with:

e SchemeMembers

e Members’ Representatives

e Prospective members

e Employers participating in the Fund

This document sets out the mechanisms that we use
to meet our communicationresponsibilities. We aim
to use the most appropriate communication method
for theaudiences receiving theinformation. This may
involve using morethanone medium of
communication.

GENERAL COMMUNICATIONS

Correspondence:

Wherever possible we prefer to use electronic
systems to receive and send correspondence and
data, however hard copy postal services are also
available.

Telephone:

Surrey County Council is our third party pension’s
administrator, their contactinformation is publicised
inthe schemeliteratureand on the website.

The telephone number forgeneralenquiries and
complaints: 0208 5419293

Briefing Sessions and Pension Surgeries:-

The WCC HR Team will organise pension briefing
sessions and pension surgeries on an annual basis to
ensure staff have access to both personal and general
schemeinformation.

During times of uncertainty including regulation
amendments and reorganisation exercises additional
briefing sessions andsurgeries will be arranged to
meet the demand.

Pension’s Intranet site:

We have a website which has been designed to
communicate and promote the benefits of the Local
Government Pension Scheme, thisis regularly
updated.

It also contains:

¢ informationto help potential membersto
understand the pension scheme,

e alinkthatallowscurrent members to seetheir
records onlineand calculate their own estimates

e onlineforms,

e adviceon howto purchase additional
membership,

e and, links to other useful websites

We also haveinformationabout recent scheme
updates, provide fund investmentinformation, and
have a section for feedback.

We are committed to making this website as best as it
can possibly beand therefore we have a section for
feedback.

We consider this website to be one of our key
methods of communication.
http.//www.wccpensionfund.co.uk/
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Communication Policy (continued)

PROSPECTIVE SCHEME MEMBERS

Scheme Guides

Scheme guides are available on the website or can be
requested from Surrey County Council.

We promoteto all potential members the benefits of
the LGPS viathe website posters and new starter
information.

We also publicise informationregarding auto-
enrolment to staff via the website and we will liaise
with all other scheme employers to remindthem of
their responsibilities to members on Auto-enrolment
periodically offering support as necessary.

OTHER EMPLOYERS

Other employersthatformpartof ourfundare
invited to Employer Forums meetings that are held
periodically. In the recent past these have been used
to as a mechanism for communicatingmajor strategic
issues, significant legislation changes, triennial
valuation matters and the Funding Strategy
Statement.

Employers’ arekeptinformed throughout the process
of the tri-annual valuation which is carried out by the
Councils actuaries. The employers’ comments are
always encouraged and welcomed andwhere
appropriate taken into consideration.

OTHER BODIES

London Pensions Officer's Group:

Pensions Officers from London Boroughs meet
regularly in order to shareinformationand ensure
uniforminterpretation of LocalGovernment Pension
Scheme, and other prevailing regulations.

Pension & Lifetime Savings Association (PLSA)

Alladministering Authorities whoare members of the
PLSAareinvited to attend, these meetings provide an
opportunity to discuss issues of common interestand
sharebest practice.

Seminars

Representatives of the Council regularly participate at
seminars and conferences.
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Communication Policy (continued)

The table below shows the availability of Fund publications alongwith their publication frequencyand review periods.

Communication Material Paper Based Electronic Form Intranet for staff When Published When reviewed

Pension Scheme Guide v v v Constantly available Quarterly

Purchase of Additional Membership v X v Constantly available Quarterly

Annual Benefit Statement v X v Annually Annually

Statutory Notifications v X X On Joining & ABS Annually -

Pensions Updates v v v As required After each Publication E

Annual Pension Fund report v X v Annually Annually g

Early Leaver Information v v v Sent with Deferred benefits statement Annually %

Retirement Information v v v Sent with retirement details Annually g

Pensions Increase Letters v X X Annually Annually %

Actuarial Valuation Report v X X Tri-annually Tri-annually g

Pension Fund Committee v v v Quarterly Quarterly E

Communication Policy v v v Upon request Quarterly E

Governance Policy v v v Upon Request Quarterly é
=
&




Communication Policy (continued)

FURTHER INFORMATION

If you need moreinformationaboutthe Schemeyou
should contact Surrey County Council at the following
address:

SURREY COUNTY COUNCIL

Pension Services (WCC Team)

Surrey County Council

Room 243, County Hall

Penrhyn Road

Kingston uponThames

Surrey KT1 2DN

Email: myhelpdeskpensions@surreycc.gov.uk

General enquiries and complaints:
Phone:03002001031

[y
o
N
>
2
2
c
>
-
>
[a]
()
]
Cc
2
pur
1%}
N
(=
=
o

S~
N
o
N
o
[ ]
>
o
o
m
=2
=
O
m
(%]




Funding Strategy Statement

Thisisthe Funding Strategy Statement for the City of
Westminster Pension Fund (the Fund). It has been
prepared in accordance with Regulation 58 of the
Local Government Pension Scheme Regulations2013
as amended (the Regulations) and describes
Westminster City Council’s strategy, in its capacity as
administering authority, for the funding of the City of
Westminster Pension Fund.

The Fund’s employers and the Fund Actuary, Barnett
Waddingham LLP, have been consulted on the
contents of this statement.

This statement should beread in conjunction with the
Fund’s Investment Strategy Statement (ISS) and has
been prepared with regardto the guidance (Preparing
and Maintaining a funding strategy statementin the
LGPS 2016 edition) issued bythe Chartered Institute
of Public Finance and Accountancy (CIPFA).

1. PURPOSE OF THE FUNDING
STRATEGY STATEMENT

1.1 The purpose of this Funding Strategy Statement
(FSS)isto:

e Establishaclear and transparent fund-
specific strategy that will identifyhow
employers’ pensionliabilities are best met
going forward;

e Supportthedesirability of maintaining as
nearly constanta primary contribution rate
as possible, asrequired by Regulation62(6)
of the Regulations;

e Ensurethattheregulatory requirements to
set contributions to meet the future liability

to provide Scheme member benefits in a way
thatensuresthesolvency and long-term cost
efficiency of the Fund are met; and

e Takea prudentlonger-termview of funding
thoseliabilities.

2. AIMS AND PURPOSE OF THE FUND
2.1 Theaimsofthe Fund areto:

¢ Manageemployers’ liabilities effectivelyand
ensurethatsufficientresources are available
to meet all liabilities as they fall due;

e Enableprimary contributionrates to be kept
as nearly constant as possible and (subject to
the administeringauthority not taking undue
risks) atreasonable costto all relevant
parties (such as the taxpayers, scheduled,
resolution and admitted bodies), while
achieving and maintaining Fundsolvencyand
long-term cost efficiency, which should be
assessed in light of the risk profile of the
Fund and employers, and therisk appetite of
the administeringauthorityand employers
alike; and

e Seekreturnsoninvestmentwithin
reasonable risk parameters.

2.2 Thepurpose of the Fundis to:

e Paypensions, lump sumsandother benefits
to Scheme members as provided forunder
the Regulations;

e Meet thecostsassociated in administering
the Fund;and

e Receiveandinvestcontributions, transfer
values and investmentincome.

3. FUNDING OBIJECTIVES

3.1 Contributions are paid to the Fund by Scheme
members and the employing bodies to provide for

the benefits which will become payable to Scheme
members when they fall due.

3.2 Thefundingobjectives areto:

e Ensurethat pension benefits can be met as
and when they fall due over thelifetime of
the Fund;

e Ensurethesolvency of the Fund;

e Setlevels of employer contribution rates to
targeta 100% funding level over an
appropriatetime period and using
appropriate actuarial assumptions, while
takinginto account the different
characteristicsof participating employers;

e Builduptherequired assetsin suchaway
thatemployer contributionrates are kept as
stable as possible, with consideration of the
long-term cost efficiency objective; and

e Adoptappropriate measures and approaches
toreducetherisk, as far as possible, to the
Fund, other employers and ultimatelythe
taxpayer froman employer defaulting on its
pension obligations.

3.3 Indevelopingthefundingstrategy, the
administering authority shouldalso haveregard
to the likely outcomes of the review carried out
under Section 13(4)(c) of the Public Service
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Pensions Act2013. Section 13(4)(c) requires an
independent review of the actuarial valuations
of the LGPS funds; this involves reporting on
whether therate of employer contributions set
as partof theactuarial valuations are setat an
appropriate level to ensurethe solvency of the
Fund and thelong-term cost efficiency of the
Schemesso far as relating to the pension Fund.
The review also looks at compliance and
consistency of the actuarial valuations.

4. RESPONSIBILITIES OF KEY PARTIES

4.1 Thekey partiesinvolved in the funding process
and their responsibilities are set out below.

The Administering Authority

4.2 Theadministering authority forthe Fundis
Westminster City Council. The main
responsibilities of the administeringauthorityare
to:

¢ OperatetheFundinaccordance with the
LGPS Regulations;

e Collectemployeeand employer
contributions, investmentincome and other
amounts dueto the Fund as stipulated in the
Regulations;

¢ Investthe Fund’s assetsin accordance with
the Fund’s Investment Strategy Statement;

¢ Paythebenefits dueto Scheme members as
stipulated in the Regulations;

e Ensurethatcashisavailableto meet
liabilities as and when they fall due;

e Takemeasuresasset outinthe Regulations
to safeguard the Fund against the
consequences of employer default;

e Managetheactuarial valuation processin
conjunctionwith the Fund Actuary;

Prepare and maintainthis FSSand also the
ISS after consultation with other interested
parties;

Monitor all aspects of the Fund’s
performance;

Effectively manage any potential conflicts of
interestarising fromits dual role as both
Fund administratorand Scheme employer;
and

Enablethe Local Pension Boardto review the
valuation process as they seefit.

Scheme Employers

4.3 In additionto the administering authority, a
number of other Scheme employers participatein
the Fund. Theresponsibilities of each employer

that participatesin the Fund, including the
administering authority, areto:

Collectemployee contributions and pay
these together with their own employer
contributions, as certified by the Fund
Actuary, to the administeringauthority
within the statutory timescales;

Notify the administering authority of any
new Scheme members and any other
membership changes promptly;

Develop a policy on certain discretions and
exercisethosediscretionsas permitted
under the Regulations;

Meet the costs of any augmentations or
other additional costs in accordance with
agreed policies and procedures; and

Pay any exit payments due on ceasing
participation in the Fund.

Scheme Members

4 .4 Active Scheme members are required to make
contributions into the Fund as set by the Ministry
of Housing, Communities and Local Government
(MHCLG).

The Fund Actuary

4.5 TheFundActuary forthe Fund is Barnett
Waddingham LLP. The main responsibilities of the
Fund Actuary areto:

Preparevaluationsincluding the setting of
employers’ contribution rates ata level to
ensure Fund solvencyand long-term cost
efficiency after agreeingassumptions with
the administeringauthorityand having
regard to the FSS and the Regulations;
Prepareadvice and calculations in
connectionwith bulktransfersandthe
funding aspects of individual benefit-related
matters such as pension strain costs, ill-
health retirement costs, compensatory
added years costs, etc;

Provide advice and valuations on the exiting
of employers fromthe Fund;

Provide advice and valuations relating to new
employers, including recommending the
level of bonds or other forms of security
required to protect the Fund against the
financial effect of employer default;

Assist the administering authority in
assessing whether employer contributions
need to berevised between valuations as
permitted or required by the Regulations;
Ensurethatthe administering authority is
aware of any professional guidance or other
professionalrequirements which may be of

[
(=]
iy
>
4
2
Cc
>
-
>
(=)
[a]
[e]
c
4
pur
wn
N
(=]
=
©
~
N
(=]
N
(=]
.
>
o
o
m
=
=)
(@]
m
%




relevanceto their rolein advising the Fund;
and

e Adviseon other actuarial matters affecting
the financial position of the Fund.

5. FUNDING STRATEGY

5.1 Thefactors affecting the Fund's finances are
constantly changing, so itis necessary forits
financial positionand the contributions payableto
bereviewed from time to time by means of an
actuarial valuation to check that the funding
objectives are being met.

5.2 The mostrecentvaluationof the Fund was as at
31 March 2019.

5.3 Theindividual employer contributionrates are set
outin the Rates and Adjustments Certificate which
forms part of the Fund’s 2019 valuation report.

5.4The actuarial valuationinvolves a projection of
future cashflows to and fromthe Fund. The main
purpose of the valuationis to determine the level
of employers’ contributions that should be paid to
ensurethattheexisting assets and future
contributions will be sufficient to meet all future
benefit payments fromthe Fund. Asummary of
the methods and assumptions adopted is set out
in the sections below.

6. FUNDING METHOD

6.1 The key objective in determiningemployers’
contributionratesis to establish afundingtarget

and then set levels of employer contribution rates
to meet that target over an agreed period.

6.2The funding targetis to have sufficient assets in
the Fund to meet the accrued liabilities foreach
employerintheFund.

6.3For all employers, the method adoptedis to

consider separately the benefits accrued before
the valuation date (past service) and benefits

expected to be accrued after the valuation date
(futureservice). These are evaluated as follows:

e The pastservicefunding level of the Fund.
Thisisthe ratio of accumulated assets to
liabilities in respect of past service. It makes
allowancefor future increases to members’
pay and pensions. Afundinglevelin excess
of 100% indicates a surplus of assets over
liabilities; while afunding level of less than
100% indicates a deficit; and

e The futureservicefundingrate (also referred
to as the primary rate as defined in
Regulation 62(5) of the Regulations) is the
level of contributionsrequired fromthe
individualemployers which, in combination
with employee contributions is expected to
cover the cost of benefits accruing in future.

6.4 The adjustmentrequired to the primary rateto

calculatean employer’stotal contribution rateis
referred to as the secondary rate, as defined in
Regulation 62(7). Furtherdetails of how the
secondary rateis calculated for employersis
given below in the Deficit recovery/surplus
amortisation periodssection.

6.5 The approach to the primary rate will dependon

specific employer circumstances andin particular
may depend on whether an employeris an
“open” employer —one whichallows new recruits
accesstothe Fund, or a “closed” employer —one
which no longer permits new staff access to the
Fund. Theexpected period of participationby an
employer in the Fund may also affect the total
contributionrate.

6.6 For open employers, theactuarialfunding

method thatis adopted is known as the Projected
Unit Method. Thekey feature of this method is
that, in assessing the future service cost, the
primary raterepresents the cost of oneyear’s
benefitaccrual only.

6.7 For closed employers, the actuarial funding

method adopted is known as the Attained Age
Method. Thekey difference between this
method and the Projected Unit Methodis that
the Attained Age Method assesses the average
costof the benefits that will accrue over a
specific period, such as the length of a contract or
the remaining expected working lifetime of active
members.

6.8 The approach by employer may vary to reflectan

employer’s specificcircumstance, however, in
general the closed employersin the Fundare
admission bodies whohavejoined the Fund as
partof an outsourcing contract and therefore the
Attained Age Method is used in setting their
contributions. All other employers(for example
the Council, higher education bodies and
academies) are generally open employers and
thereforethe Projected Unit Methodis used.
The administering authority holds details of the
open or closed status of each employer.

7. VALUATION ASSUMPTIONS AND
FUNDING MODEL

7.1In completing the actuarial valuationitis

necessary to formulate assumptions about the
factors affecting the Fund's future finances such as
priceinflation, pay increases, investmentreturns,
rates of mortality, early retirement and staff
turnover etc.
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7 .2The assumptions adopted at the valuationcan

therefore be considered as:

¢ The demographic (or statistical) assumptions
which are essentially estimates of the
likelihood ortiming of benefits and
contributions being paid, and

¢ The financial assumptions which will
determine the estimates of the amount of
benefits and contributions payable and their
current (or present) value.

Financial Assumptions: Future Price Inflation

7.3 Thebase assumption in anyvaluation is the future

level of priceinflation overa period
commensurate with the duration of the liabilities,
as measured by the Retail Price Index (RPI). Thisis
derived using the 20 year point on the Bank of
England implied Retail Price Index (RPI) inflation
curve, with consideration of the market conditions
over the six months straddling the valuation date.
The 20 year pointon thecurveis used as thisis
consistent with the average duration of an LGPS
Fund.

Financial Assumptions: Future Pension Increases

7.4 Pensionincreases arelinked to changesin the

level of the Consumer Price Index (CPI). Inflation
as measured by the CPl has historicallybeen less
than RPIdue mainly to different calculation
methods. Adeduction of 1.0%p.a.istherefore
made fromthe RPlassumption to derive the CPI
assumption.

Financial Assumptions: Future Pay Increases

7.5 As some of the benefits are linked to pay levels at

retirement, itis necessary to make an assumption
as to futurelevels of pay increases. Historically,

there has been a closelink between priceinflation
and pay increases with pay increases exceeding
priceinflationin thelonger term. Thelong-term
pay increase assumption adopted as at 31 March
2019 was CPIplus 1.0% p.a. whichincludes
allowance for promotional increases.

Financial Assumptions: Future Investment
Returns/Discount Rate

7.6 To determine the value of accrued liabilities and
derive future contribution requirements, itis
necessary to discount future payments to and
fromthe Fund to presentday values.

7.7 Thediscountratethatis adopted will dependon
the funding target adopted for eachScheme
employer.

7.8The discount rate thatis applied to all projected
liabilities reflects a prudent estimate of the rate of
investmentreturn thatis expected to be earned
fromthe Fund’s long-term investment strategy by
considering average marketyieldsin the six
months straddling the valuation date. The
discountrate so determined may bereferred to as
the “ongoing” discount rate.

7 .91t may be appropriate foran alternative discount
rateapproach to be taken to reflect an individual
employer’s situation. This may be, for example, to
reflectan employer targeting a cessationevent or
to reflect the administering authority’s views on
the level of risk thatan employer poses to the
Fund. The Fund Actuarywill incorporate any such
adjustments after consultationwith the
administering authority.

7.10Asummary of the financial assumptions adopted
forthe 2019 valuation is setoutin thetable
below:

Financial assumptions as at 31 March 2019

bodies

RPI Inflation 3.6%p.a.

CPl Inflation 2.6%p.a.
Pension/deferred pension In line with CPI
increases and CARE revaluation inflation

Pay Increases CPlinflation +1.0%

p.a.
Discount rate — Scheduled 4.8%p.a.
bodies
Discount Rate — Admitted

3.3%p.a.

Admitted Bodies

7.11Amoreprudentdiscountrateis adopted for

admitted bodies in the Fund, resultingin a higher
level of contributionsbeing required fromthese
bodies. Thisisin recognition of the factthat such
employers may typically be expected to
participatein the Fund fora limited period of time
and sotheaim isto increase thelikelihood of
sufficient assets being available to fund their
employees’ past service benefits by thetime they
cease participationin the Fund. In this way, the
risk of deficits arising after the terminationdate
and thus needing to be met by other employersin
the Fundisreduced. Someadmitted bodies may
also be deemed to have a weaker covenantthan
other employers and so a higher contribution
requirementreflects the increasedrisk that these
employers presentto the Fund.
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Asset valuation

7.12Forthe purpose of the valuation, the asset value
used is the market value of theaccumulated fund
at thevaluation date, adjusted to reflect average
market conditions during the sixmonths
straddling thevaluation date. Thisis referred to
as thesmoothed assetvalueand is calculatedina
consistent way to the valuation of the liabilities.

7.13TheFund’s assets are allocated to employers at
anindividual level by allowing for actual Fund
returns achievedon the assets and cashflows paid
into and out of the Fund in respect of each
employer (e.g. contributions received and benefits
paid).

Demographic Assumptions

7.14Thedemographic assumptions incorporated into
the valuation are based on Fund-specific
experience and national statistics, adjusted as
appropriate to reflect the individual circumstances
of the Fund and/orindividual employers. Further
details of the assumptions adopted areincluded in
the Fund’s 2019 valuationreport.

McCloud/Sargeant Judgements

7.15The McCloud/Sargeant judgements werein
relation to two employment tribunal cases which
were brought against the governmentin relation
to possible age and gender discriminationin the
implementation of transitional protection
following theintroduction of thereformed 2015
public service pension schemes from 1 April 2015.
These judgements were not directlyin relationto

the LGPS, however, do have implications forthe
LGPS.

7.161n December 2018, the Court of Appeal ruled

that the transitional protection offered to some
members as part of the reforms amounted to
unlawful discrimination. On 27June 2019the
Supreme Courtdenied the government’s request
for an appealinthecase. Aremedy is still to be
either imposed by the Employment Tribunalor
negotiated and applied to all publicservice
schemes, soitis notyet clear how this judgement
may affect LGPS members’ past or future service
benefits. Ithas, however, been noted by
governmentin its 15 July 2019 statement that it
expects to haveto amend all public service
schemes, including the LGPS. Further details of

this can befound below in the Regulatoryrisks
section.

7.17 Atthetime of drafting this FSS, itis still unclear

how this will affect current and future LGPS
benefits. As partoftheFund’s 2019 valuation,in
order to mitigate the risk of member benefits
being uplifted and becoming more expensive, the
potential impact of McCloud was covered by the
prudenceallowancein thediscountrate
assumption. Astheremedy is still to be agreed
the cost cannotbe calculated with certainty,
however, the Fund Actuary expects itis likely to be

less than, the impact of reducing the discount rate
assumption by 0.05%.

Guaranteed Minimum Pension (GMP) Indexation

and Equalisation

7.18 As partof therestructuringof the state pension

provision, the government needs to consider how
public service pension payments should be
increased in future for members whoaccrued a
Guaranteed Minimum Pension (GMP) from their
public service pension scheme and expect to reach
State Pension Age (SPA) post-December2018. In

addition, aresulting potential inequalityin the

payment of public service pensions between men
and women needs to be addressed.

7.190n22January 2018, the government published

the outcometoits Indexation and equalisation of
GMP in public service pensionschemes
consultation, concluding that the requirement for
public service pension schemes to fully protect the
GMP element of individuals’ public service
pension would be extended to those individuals
reaching SPAbefore 6 April 2021. HMT published
a Ministerial Direction on 4 December 2018to
implement this outcome, with effect from 6 April
2016.

7.20The 2019 valuationassumption for GMPis that

the Fund will pay limited increases for members
thathavereached SPAby 6 April 2016, with the
government providing the remainder of the
inflationaryincrease. Formembersthat reach SPA
after this date, itis assumed thatthe Fund will be
required to pay the entireinflationary increase.

8. DEFICIT RECOVERY/SURPLUS
AMORTISATION PERIODS
8.1 Whilst one of the fundingobjectives is to build up

sufficient assets to meet the cost of benefits as
they accrue, itisrecognised thatatany particular
pointin time, the value of theaccumulated assets
will be different to the value of accrued liabilities,
depending on how the actual experience of the
Fund differs to the actuarialassumptions. This
theory applies downto an individualemployer
level; each employer in the Fund has their own
share of deficitor surplus attributable to their
section of the Fund.
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8.2Wherethe valuation foran employerdiscloses a

deficitthen the level of required employer
contributionsincludes an adjustment to fundthe
deficit over amaximum period of 19years. The
adjustment will usually be set as a fixed monetary
amount.

8.3Wherethe valuation foran employerdiscloses a

surplusthen thelevel of required employer
contributionmay include an adjustment to
amortise a proportion of the surplus.

8.4The deficit recovery period or amortisation period

thatis adopted, and the proportion of any
deficit/surplus thatis recovered/amortised, for
any particularemployer will depend on:

e Thesignificance of the surplus ordeficit
relative to thatemployer’s liabilities;

¢ The covenantof theindividual employer
(including any securityin place)and any
limited period of participationin the Fund;

¢ Theremaining contract length of an
employer in the Fund (if applicable); and

¢ Theimplicationsin terms of stability of
futurelevels of employers’ contribution.

10. NEW EMPLOYERS JOINING THE
FUND
10.1When anew employer joins the Fund, the Fund

Actuary isrequired to set the contributionrates
payable by the new employer and allocate a share
of Fund assets to the new employer as
appropriate. The mostcommontypes of new
employers joining the Fund are admission bodies
and new academies. Theseareconsideredin
more detail below.

ADMISSION BODIES

10.2 New admissionbodies in the Fund are commonly

a result of a transfer of staff froman existing
employer in the Fund to another body (for
example as partof atransfer of services froma
council oracademyto an external providerunder
Schedule 2 Part 3 of the Regulations). Typically
these transfers will be for alimited period (the
contractlength), over which the new admission
body employer is required to pay contributions
into the Fund in respect of the transferred
members.

calculated on an alternative basis (e.g. on an
accounting basis).

10.4However, there may be special arrangements

made as partof the contract suchthata full risk
transfer approachis notadopted. Inthesecases,
the initial assets allocated to the new admission
body will reflect the level of risk transferred and
may therefore notbe on a fully funded basis or
may notreflect the full value of the benefits
attributable to the transferring members.

Contribution Rate

10.5The contribution rate may beseton an openora

closed basis. Wherethefundingatthestart of the
contractison afully funded basisthen the
contributionrate will representthe primary rate
only; wherethereisadeficitallocated to the new
admission bodythen the contributionrate will
alsoincorporate a secondary rate with the aim of
recoveringthe deficitover an appropriate
recovery period.

10.6Dependingon the details of the arrangement, for

exampleif any risk sharing arrangements arein

Funding at Start of Contract place, then additional adjustments may be made
to determinethe contribution rate payable by the

new admission body. Theapproachin these cases
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9. POOLING OF INDIVIDUAL EMPLOYERS
9.1 Thepolicyof the Fund is that each individual

10.3Generally, when a new admission body joins the
Fund, they will become responsible for all the

employer shouldberesponsible for the costs of
providing pensions forits own employees who
participatein the Fund. Accordingly, contribution
rates are set for individual employers to reflect
their own particular circumstances. Pooling of
individualemployers may be considered in
exceptional circumstances if deemed appropriate
by the administering authorityand Fund Actuary.

pensions risk associated with the benefits accrued
by transferring members and the benefits to be
accrued overthe contractlength. Thisis knownas
a full risk transfer. In these cases, it may be
appropriate thatthe new admission body is
allocated a share of Fund assets equal to the value
of the benefits transferred, i.e. the new admission
body starts off on a fully funded basis. Thisis
calculated on the relevant funding basisandthe
opening position may be different when

will be bespoketo theindividual arrangement.

Security

10.7 To mitigate therisk to the Fund thata new

admission body will not be ableto meetits
obligationsto the Fundin the future, the new
admission body may be required to putin placea
bond in accordance with Schedule 2 Part 3 of the
Regulations, if required by theletting authority
and administering authority.




10.81f, for any reason, itisnotdesirable foranew
admission bodyto enter into abond, the new
admission bodymay provide an alternative form
of security whichis satisfactoryto the
administering authority.

NEW ACADEMIES

10.9When a school converts to academy status, the
new academy (or the sponsoring multi-academy
trust) becomes a Scheme employer in its own
right.

Funding at Start

10.10 On conversion to academy status, the new
academy will be allocated assets based on the
active cover of therelevant localauthorityat the
conversion date. Theactive coverapproachis
based on thefundinglevel of the local authority’s
activeliabilities, after fully funding the local
authority’s deferred and pensioner liabilities.

Contribution Rate

10.11Thetotal contributionrate for new academies
will be chosen to meet both the costs of benefits
accruingto the existing active membersin the
future, and to try to restore the funding level to

100% over the Fund’s maximum deficit recovery
period.

11. CESSATION VALUATIONS

11.1When aScheme employerexits the Fund and

becomes an exiting employer, as required under
the Regulations, the Fund Actuary will be asked to
carry outan actuarial valuation in order to
determinetheliabilities in respect of the benefits
held by the exiting employer’s current and former
employees. The Fund Actuary is also required to
determinetheexit payment due from the exiting

employer to the Fund or the exit credit payable
fromthe Fund to the exitingemployer.

11.2 Any deficitin the Fund in respect of the exiting
employer will bedueto the Fund as asingle lump
sum payment, unlessitis agreed by the
administering authority and the other parties
involved thatan alternative approachis
permissible. For example:

e |t may be agreed with the administering
authority that the exit payment can be
spread over some agreed period;

e theassetsand liabilities relating to the
employer may transfer within the Fundto
another participating employer; or

e the employer’s exit may be deferred subject
to agreement with the administering
authority, for exampleifitintends to offer
Scheme membership to a new employee
within the following threeyears.

11.3 Amendments to the LGPS Regulations which
cameinto effect from May 2018 allow flexibility
over the payment of exit credits to employers
wherethereisa surplus atthe exit date. Given
thatthe Fund will retain the long termrisks
associated with theresidual liabilities of ceasing
employers, itis possible thatadverse future
experience may lead to a deficit arising at some
point after the date of exit and this would need to
befunded by the other employersin the Fund.
Therefore, in order to protect the Fund andthe
remaining active employers, the policy of the Fund
isthat no exit credit shall be paid to an employer
on exit wherea surplusis calculated as part of the
cessation valuationand the employer’s exit
paymentin this scenario shallbe certified as nil.

11.41nassessing thevalue of the liabilities
attributable to the exiting employer, the Fund
Actuary may adopt differing approaches
depending on theemployer andthe specific
details surrounding the employer’s cessation
scenario.

11.5Forexample, if thereisno guarantorin the Fund
willing to accept responsibility for the residual
liabilities of the exiting employer, then those
liabilities are likely to be assessed on a “minimum
risk” basis leading to a higher exit payment being
required fromthe employer, in order to extinguish
their liabilities to the Fund and to reduce therisk

of these liabilities needing to be met by other
participatingemployersin future.

11.6Ifitis agreed thatanother employerin the Fund
will accept responsibility for the residualliabilities,

then the assumptions adopted will be consistent
with the current ongoing funding position.

12. BULK TRANSFERS

12.1Bulktransfers of staffinto or out of the Fund can
take place from other LGPS Funds ornon-LGPS
Funds. In either case, the Fund Actuaryfor both
Funds will be requiredto negotiate the terms for
the bulk transfer — specifically the terms by which
the value of assets to be paid fromone Fund to
the other is calculated.

12.2Theagreement will be specificto the situation
surrounding each bulk transfer but in general the
Fund will look to receive the bulk transferon no
less than a fully funded transfer (i.e. the assets
paid fromthe ceding Fundare sufficient to cover
the value of theliabilities on the agreed basis).

12.3Abulk transfer may berequired by anissued
Direction Order. Thisis generallyin relationto an
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employer merger, where all the assets and
liabilities attributable to the transferring employer
inits original Fundare transferred to the receiving
Fund.

13. LINKS WITH THE INVESTMENT

STRATEGY STATEMENT (ISS)

13.1Themain link between the Funding Strategy
Statement (FSS) and the ISS relates to the discount
ratethat underlies the funding strategy as set out
inthe FSS, and the expected rate of investment
return which is expected to beachieved bythe

long-terminvestment strategy as setoutin the
ISS.

13.2 As explained above, the ongoingdiscount rate
thatis adopted in the actuarial valuationis derived
by considering the expected returnfromthe long-
terminvestment strategy. Thisensures
consistencybetween thefunding strategy and
investment strategy.

14. RISKS AND COUNTER MEASURES

14.1Whilstthe funding strategy attempts to satisfy
the funding objectives of ensuring sufficient assets
to meet pension liabilities and stable levels of
employer contributions, itis recognised that there
arerisks that may impact on the funding strategy
and hencetheability of the strategy to meet the
funding objectives.

14 .2 The major risks to the funding strategy are
financial, although there are other external factors
includingdemographicrisks, regulatoryrisksand
governancerisks.

FINANCIALRISKS

14 .3Themain financialrisk is that the actual
investment strategy fails to produce the expected

rate of investmentreturn (in real terms) that
underlies the funding strategy. Thiscouldbedue
to a number of factors, including market returns
being less than expected and/or the fund
managers who are employed to implement the
chosen investment strategy failing to achieve their
performance targets.

14 .4Thevaluation results are most sensitive to the
real discount rate (i.e. the difference between the
discount rate assumptionand the priceinflation
assumption). Broadly speakingan
increase/decrease of 0.1% p.a. in thereal discount
rate will decrease/increase the valuation of the
liabilities by around 2%, and decrease/increase the
required employer contributionby around 0.7% of
payrollp.a.

14 .5 However, the Investmentand Pension Fund
Committee regularly monitorstheinvestment
returns achieved by the fund managers and
receives advice fromtheindependent advisers
and officers on investment strategy.

14 .6 The Committee may also seek advice fromthe
Fund Actuary on valuation related matters.

14.7In addition, the Fund Actuary provides funding
updates between valuations to check whetherthe

funding strategy continues to meet the funding
objectives.

DEMOGRAPHICRISKS

14 .8Allowanceis madein the funding strategy via the
actuarial assumptionsfor a continuing
improvementin life expectancy. However, the
main demographicriskto the fundingstrategy is
thatit might underestimate the continuing
improvementin longevity. Forexample, an
increasein the long-term rate of mortality

improvementof 0.25% p.a. will increase the
liabilities by around 1%.

14 .9Theactual mortality of pensionersin the Fundis
monitored by the Fund Actuaryateach actuarial
valuation and assumptions are kept under review.
For the past two funding valuations, the Fund has
commissioneda bespoke longevity analysis by
Barnett Waddingham's specialist longevity teamin
order to assess the mortality experience of the
Fund and help setan appropriate mortality
assumption for funding purposes.

14.10Theliabilities of the Fund canalso increase by
morethan hasbeen planned as aresult of the
additional financial costsof early retirements and
ill-health retirements. However, the administering
authority monitorstheincidence of early
retirements; and procedures arein place that
requireindividual employersto pay additional
amountsinto the Fund to meet any additional
costs arising from earlyretirements.

14.11The administering authority is currently
implementing an ill-health self-insurance pool
within the Fund whereby a portion of all
employers’ contributions intothe Fund are
allocated to a segregated ill-health section of the
Fund. When anill-health retirement occurs, a
funding strain (i.e. the difference between the
value of the benefits payable to theill-health
member and the value that was assumed as part
of the actuarial valuation) is generated in the
employer’s section of the Fund. As partofthe
self-insurance policy, assets equal to the funding
strain aretransferredfromthe segregated ill-
health assets section of the Fund to the
employer’s section of the Fundto cover the
funding strain.
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MATURITY RISKS

14.12 The maturity of a Fund (orof an employerin
the Fund)isan assessment of how close on
average the members areto retirement (or
already retired). Themore maturethe Fundor
employer, the greater proportionof its
membership thatis near or in retirement. Fora
mature Fund or employer, the time available to
generateinvestmentreturnsis shorter and
thereforethelevel of maturity needsto be
considered as part of setting funding and
investment strategies.

14.13Thecashflow profile of the Fund needs to be
considered alongside the level of maturity:asa
Fund matures, the ratio of active to pensioner

members falls, meaning theratio of contributions
being paid into the Fund to the benefits being paid
outofthe Fundalsofalls. Thisthereforeincreases

the risk of the Fund having to sell assets in order
to meets its benefit payments. The Fund may
carry out cash flow modelling to assess if, when

and in what circumstances the Fund will become

cash flow negative and options to addressthis.

14.14 The government has publisheda consultation
(Local government pension scheme: changes to
the local valuation cycle and management of
employer risk) whichmay affect the Fund’s
exposure to maturity risk. Moreinformationon

this can befound in the Regulatory risks section
below.

REGULATORY RISKS

14.15The benefits provided by the Scheme and
employee contribution levels are setoutin
Regulations determined by central government.
The tax status of theinvested assets is also

determined by the government. The funding
strategy is therefore exposed to the risks of
changes in the Regulations governing the Scheme
and changes to the tax regime which may affect
the cost to individual employers participatingin
the Scheme. However, the administering authority
participates in any consultation process of any
proposed changes in Regulations and seeks advice
fromthe Fund Actuary onthefinancial
implications of any proposed changes.

14.16 Thereareanumber of general risks to the Fund

and the LGPS, including:

e If theLGPSwasto bediscontinuedinits
currentformitis notknown whatwould
happen to members’ benefits.

e The potential effects of GMP equalisation
between males and females, if implemented,
arenotyet known.

e Moregenerally, as a statutory scheme the
benefits provided by the LGPS or the
structure of the scheme could be changed by
the government.

e The StatePension Ageisdueto bereviewed
by the governmentin the next few years.

14.17 Atthetime of preparingthis FSS, specific

regulatory risks of particularinterest to the LGPS
arein relation to the McCloud/Sargeant
judgements, the cost cap mechanismandthe

timing of future funding valuations consultation.
These arediscussed in the sections below.

McCloud/SargeantJudgements and Cost Cap

14.18 The 2016 national Scheme valuation was used

to determine theresults of HM Treasury’s (HMT)
employer cost cap mechanism forthefirst time.
The HMT cost cap mechanism was broughtin after
Lord Hutton’s review of publicservice pensions

with the aim of providing protection to taxpayers
and employees against unexpected changes
(expected to be increases) in pension costs. The
costcontrol mechanism onlyconsiders “member
costs”. Thesearethe costs relatingto changesin
assumptions madeto carryoutvaluations relating
to the profile of the Scheme members; e.g. costs
relating to how long members are expected to live
for and draw their pension. Therefore,
assumptions suchasfuture expected levels of
investment returns and levels of inflationare not
included in the calculation, so have no impacton
the cost managementoutcome.

4.19The 2016 HMT cost cap valuationrevealed a fall

in these costs and thereforearequirement to
enhance Scheme benefits from1 April 2019.
However, as afunded Scheme, the LGPS also had
a cost cap mechanism controlled by the Scheme
Advisory Board (SAB)in place and HMT allowed
SAB to puttogether a package of proposed benefit
changesin order forthe LGPS to no longer breach
the HMT cost cap. These benefit changes were

dueto be consulted on with all stakeholders and
implemented from 1 April 2019.

4 .20However, on 20December 2018 therewas a

judgement made by the Court of Appeal which
resulted in the government announcing their
decision to pausethe cost cap process across all
public service schemes. Thiswasin relation to
two employment tribunal cases which were
broughtagainst the governmentin relation to
possible discriminationin theimplementation of
transitional protection followingthe introduction
of the reformed 2015 public service pension
schemes from 1 April 2015. Transitional
protection enabled some members to remainin
their pre-2015 schemes after 1 April 2015 until
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retirement or the end of a pre-determined
tapered protectionperiod. Theclaimants
challenged the transitional protection
arrangements on the grounds of direct age
discrimination, equal pay andindirect genderand
racediscrimination.

4.21Thefirstcase (McCloud)relating to the Judicial

Pension Schemewas ruledin favour of the
claimants, whilethe second case (Sargeant) in
relation to the Fire scheme was ruled against the
claimants. Both rulings were appealedand as the
two cases were closely linked, the Court of Appeal
decided to combinethe two cases. In December
2018, the Court of Appeal ruled that the
transitional protection offered to some members
as partof thereforms amounts to unlawful
discrimination. On 27June2019theSupreme
Courtdenied the government’s request foran
appealinthecase. Aremedy isstill to be either
imposed by the Employment Tribunalor
negotiated and applied to all publicservice
schemes, soitis notyet clear how this judgement
may affect LGPS members’ pastor future service
benefits. Ithas, however, been noted by
governmentinits 15 July 2019 statement that it
expects to haveto amend all public service
schemes, including the LGPS. At the time of
drafting this FSS, itis not yet known what the

effecton the currentandfuture LGPS benefits will
be.

Consultation: Local Government Pension Scheme:

Changes to the Local Valuation Cycle and
Management of Employer Risk

14.220n 8 May 2019, the government published a

consultationseeking views on policy proposals to
amend therules of the LGPS in England and
Wales. The consultationcovered:

e amendmentsto thelocal fund valuations
fromthecurrentthreeyear (triennial) to a
four year (quadrennial)cycle;

e anumber of measures aimed at mitigating
the risks of moving fromatriennialto a
guadrennial cycle;

e proposalsforflexibility on exit payments;

e proposalsforfurtherpolicy changes to exit
credits; and

e proposalsforchangesto theemployers
required to offer LGPS membership.

14.23Theconsultationis currently ongoing: the

consultationwas closed to responses on 31 July
2019. Apartial government response was issued
in February 2020 concerning flexibility around the
payment of exit credits only, whichhas been
reflected in this FSS and discussed in the
“Cessation valuations” section above. We await

the outcome of the consultationregarding the
other proposals.

Timing of Future Actuarial Valuations

14 .241GPSvaluationscurrently take placeon a

triennial basis whichresults in employer
contributions being reviewed everythreeyears.

In September 2018 it was announced by the Chief
Secretary to HMT, Elizabeth Truss, that the
national Scheme valuation wouldtake placeon a
qguadrennial basis (i.e. every fouryears) alongwith
the other publicsector pensionschemes. This
results of the national Scheme valuation are used
to test the costcontrol capmechanismand HMT
believed thatall public sector scheme should have
the costcap testhappen atthe same time with
the next quadrennial valuation in 2020and then
2024.

Changes to Employers Required tooffer LGPS

Membership

14 .25 Atthetime of drafting this FSS, underthe

current Regulations further education
corporations, sixth form college corporations and
higher educationcorporationsin Englandand
Wales are required to offer membership of the
LGPS to their non-teachingstaff.

14 .26 With consideration of the nature of the LGPS

and thechangesin nature of the further education
and higher education sectors, the government has
proposed to remove the requirement for further
education corporations, sixth form college
corporations and higher education corporations in
England to offer new employees access to the
LGPS. This could impact on the level of maturity
and the cashflow profile for these employers. As
described earlierthis may increase therisk of
contributionincome being insufficient to meet
benefit outgo, if notin theshorttermthenin the
longtermas the payrollin respect of these types
of employers decreases with fewer active
members participating in the Fund.

14.27Thisalso brings an increasedriskto the Fund in

relation to these employers becoming exiting
employersinthe Fund. Should they decide notto
admit new members to the Fund, the active
membership attributable to the employerswill
gradually reduceto zero, triggering an exit under
the Regulations and a potential significant exit
payment. This hasthe associated risk of the
employer not being able to meet the exit payment
and thus the exit payment falling to the other
employersinthe Fund.
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14 .28 Therearevery few employers of this type

currently participating in the Fundand so the risks
areconsidered relatively lowat present.

EMPLOYERRISKS

14 .29 Many different employers participatein the

Fund. Accordingly, itisrecognisedthatanumber
of employer-specificevents could impact on the
funding strategy including:

e Structuralchangesin anindividual
employer’s membership;

¢ Anindividual employerdeciding to close the
Schemeto new employees; and

e Anemployer ceasingto exist without having
fully funded their pensionliabilities.

14 .30However, the administering authority monitors

the position of employers participating in the
Fund, particularly those whichmay be susceptible
to the events outlined, and takes advice from the
Fund Actuary whenrequired. In particular, the
Fund regularly commissions an employer risk
review fromthe Fund Actuaryto help identify the
employersin the Fund that might be considered
as high risk. Inthe case of admitted bodies, the
Fund has a policy of requiring some form of
security fromthe employer, intheformofa
guaranteeor abond, in case of employer default
wheretherisk fallsto the Fund. Wheretherisk of
defaultfalls on theliabilities of an original letting
authority, the Fund provides advice to the letting
authority to enable them to make a decision on

whether a guarantee, some other form of security
orabondshould berequired.

14 .31In addition, theadministeringauthority keeps in

closetouch with all individual employers
participatingin the Fund to ensurethat, as

administering authority, it has the most up to date
informationavailable on individualemployer
situations. Italso keepsindividual employers
briefed on funding and related issues.

GOVERNANCE RISKS

14 .32 Accuratedatais necessary to ensure that
members ultimately receive their correct benefits.
The administering authorityis responsible for
keeping data up to dateand results of the
actuarial valuation depend on accurate data. If
incorrectdataisvalued then thereisarisk that

the contributions paidare notadequate to cover
the costof the benefits accrued.

MONITORING AND REVIEW

14.33This FSSisreviewed formally, in consultation
with the key parties, at least every threeyears to

tie in with the triennial actuarial valuation process.

14.34The most recent valuation was carried out as at
31 March 2019, certifying the contribution rates
payable by each employerin the Fund for the
period from 1 April2020 to 31 March 2023.

14 .35Thetiming of the next funding valuation is due
to be confirmed as part of the government’s Local
government pensionscheme: changes to the local
valuation cycle and management of employerrisk
consultationwhich closed on 31July 2019. Atthe
time of drafting this FSS, itis anticipated that the
next funding valuationwill be due as at31 March
2022 butthe periodfor which contributionswill
be certified remains unconfirmed.

14 .36 The administering authority also monitors the
financial position of the Fund between actuarial
valuations and may review the FSS more
frequently if necessary.
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City of Westminster Pension
Fund Investment Strategy
Statement 2020/21

1. Introduction

1.1 ThisistheInvestment Strategy Statement (ISS)
adopted by the City of Westminster Pension Fund
(“the Fund”), which is administered by Westminster
City Council (“the Administering Authority”).

Under the Local Government Pension Scheme
(Managementand Investment of Funds) Regulations
2016 the Fundis requiredto publishthisISS. The
Regulations require administering authorities to
outline how they meet each of 6 objectives aimed at
improving theinvestment and governance of the
Fund.

1.2 This Statement addresses each of the objectives
includedinthe 2016 Regulations:

a) Arequirementtoinvestfundmoneyina
widerange of instruments;

b) The authority’s assessment of the suitability
of particularinvestments andtypes of
investment;

c) The authority’s approach to risk, including
the waysin which risksare to be measured
and managed;

d) The authority’sapproach to pooling
investments, including the use of collective
investmentvehicles;

e) The authority’s policy on how social,
environmental or corporate governance
considerationsaretaken into accountin the
selection, non-selection, retention and
realisation of investments; and

f)  The authority’s policy on the exercise of
rights (including votingrights)attaching to
investments.

We deal with each of thesein turn below.

1.3 The Pension Fund Committee (the “Committee”)
of the City of Westminster Pension Fund oversees the
management of the Fund’s assets. Although not
trustees, the Members of the Committee owe a
fiduciaryduty similar to that of trustees to the
council-tax payers andguarantors of other scheme
employers, who would ultimately have to meet any
shortfall in the assets of the Fund, as well as to the
contributors and beneficiaries of the Fund.

1.4 Therelevantterms of reference for the
Committee within the Council’s Constitution are:

The Pension Fund Committee’s responsibilities are set
outin their terms of referenceand areto have
responsibility forall aspects of theinvestmentand
other management activity of the Council’sPension
Fund, including, but not limited to, the following
matters:

e Toagreetheinvestmentstrategy and
strategic asset allocation having regard to
the advice of thefund managers andthe
Investment Consultant.

e Tomonitor performance of the
Superannuation Fund, individual fund
managers, custodians, actuaryand other
external advisorsto ensure that they remain
suitable;

e Todeterminethe Fund management
arrangements, including the appointment
and termination of the appointment of the
fund managers, Actuary, Custodians and
Fund Advisers.

e Toagree the Statement of Investment
Principles, the Funding Strategy Statement,
the Business Plan forthe Fund, the

Governance Policy Statement, the
Communications Policy Statementand the
Governance Compliance Statement and to
ensurecompliance with these.

To approvethefinalaccounts andbalance
sheet of the Superannuation Fund andto
approvetheAnnual Report.

To receive actuarial valuations of the
Superannuation Fundregarding the level of
employers’ contributions necessaryto
balancethe Superannuation Fund.

To overseeand approve any changes to the
administrationarrangements, material
contracts and policies and procedures of the
Council forthe payment of pensions,
compensation payments andallowances to
beneficiaries.

To make and review an admission policy
relating to admission agreements generally
with any admission body.

To ensure compliance with all relevant
statutes, regulations and best practice with
both the public and private sectors.

To review thearrangements and managers
for the provision of Additional Voluntary
Contributions forfund members.

To receive and considerthe Auditor’s report
onthegovernance of the Pension Fund.

To determinethe compensation policyon
termination of employment and to make any
decisionsin accordance with that policy
other than decisionsin respect of the Chief
Executive, Chief Officersand Deputy Chief
Officers of the Council (which fall withinthe
remit of the Appointments Sub-Committee).
To determine policy on theaward of
additional membership of the pension fund
and to make any decisionsin accordance
with that policy other than decisionsin
respect of the Chief Executive, Chief Officers
and Deputy Chief Officers of the Council

[
=
S
>
4
2
Cc
>
-
>
(=)
[a]
[e]
c
4
pur
wn
N
(=]
=
©
S~
N
(=]
N
(=]
.
>
o
o
m
=
=)
(@]
m
%




(which fall within the remit of the
Appointments Sub-Committee).

e Todeterminepolicy ontheaward of
additional pension andto makeany
decisionsin accordance with that policy
other than decisionsin respect of the Chief
Executive, Chief Officersand Deputy Chief
Officers of the Council (which fall withinthe
remit of the Appointments Sub-Committee).

e Todeterminepolicy on retirement before
the age of 60 and to make any decisionsin
accordance with that policy other than
decisionsin respect of the Chief Executive,
Chief Officers and Deputy Chief Officers of
the Council (which fall withinthe remit of the
Appointments Sub- Committee).

e Todeterminea policy on flexible retirement
and to make any decisionsin accordance
with that policy other than decisions in
respect of the Chief Executive, Chief Officers
and Deputy Chief Officers of the Council
(which fall within the remit of the
Appointments Sub-Committee).

e Todeterminequestionsand disputes
pursuantto the Internal Disputes Resolution
Procedures.

¢ Todetermineany other investmentor
pension policies that may berequiredfrom
time to time so as to comply with
Government regulations andto make any
decisionsin accordance with those policies
other than decisionsin respect of the Chief
Executive, Chief Officersand Deputy Chief
Officers of the Council (which fall withinthe
remit of the Appointments Sub-Committee).

The Committee has responsibility for:

e Determiningan overall investment strategy
and strategic asset allocation, with regardto
diversificationand the suitability of asset
classes

e Appointing theinvestment managers, an
independent custodian, the actuary, the
investmentadvisor(s) and any other external
consultants considered necessary

e Reviewingon aregular basis theinvestment
managers’ performance against benchmarks,
portfolio risk and satisfying themselves as to
the managers’ expertise and the quality of
their internal systems and controls

e Monitoringcompliance with the ISS &
Funding Strategy Statement (FSS) and
reviewing its contents

e Reviewingpolicyon social, environmental
and ethical considerations, andon the
exercise of voting rights

The Executive Director of Finance and Resources, the
Tri-Borough Director of Treasuryand Pensions and
the appointed consultants and actuaries support the
Pension Fund Committee. The day-to-day
management of the Fund’s assets is delegated to
investment managers.

1.5 This ISS will be reviewed at least once a year, or
morefrequently as required - in particular following
valuations, future asset/liability studies and
performance reviews, whichmay indicate a need to
changeinvestment policy, orsignificant changes to
the FSS.

1.6 Underthe previous Regulations the Statement of
Investment Principles required to state how it
complies with the revised sixinvestment principles as
outlined within the CIPFA Pensions Panel Principles.
Although not formally required under the 2016
Regulations thisinformation is given in Appendix A. In
addition, Appendix B includes a disclosure of the
Fund’s policyon how the Committee discharge their
stewardship responsibilities.

1.7 Governingall investment decisions are the
Committee’s coreinvestment beliefs they have been
established based on the views of the members and
arelisted below:

1 Investment Governance

a) The Fund hasaccess to the necessaryskills,
expertise and resources to manage the
whole Fund, as well as internally managing a
small proportionof the Fund’s assets, such
as cash management.

b) Investmentconsultants, independent
advisors and officers are a source of
expertiseand research to inform
and assist the Committee’s decisions.

¢) Theultimateaimofthe Fund’sinvestments
isto pay pension liabilities when they
becomedue. The
Committee will therefore take account of
liquidity and the long-term ability of the
Fund to meet these
obligations.

d) The Fundiscontinuouslyimprovingits
governance structure through bespoke
training to implement tactical
views more promptly, but acknowledges that
it isnot possible to achieve optimummarket
timing.

2 Long Term Approach

a) The strength of theemployers’ covenant
allows the Fund to take a longer term view of
investment strategy
than mostinvestors.

b) The mostimportantaspectofriskis notthe
volatility of returns, but therisk of absolute
loss over the
medium and long term. This would in turn
impact the ability of the employers to make
adequate
contributions to meet the Fund’s liabilities.
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c) |lliquidity and volatilityare shorter termrisks
which offer potential sources of additional
compensationto
the longterminvestor. Moreover, itis
important to avoid being aforced seller in
shortterm market
setbacks.

d) Overthelongterm, equities are expected to
outperform other liquid assets, particularly
governmentbonds
and cash.

3 Environmental, Social and Governance (ESG) factors

a) Certain ESG factors are financially material
and may thereforeinfluencetherisk and
return characteristics of the Fund’s
investments and thelikelihoodthat the
Fund’s objectives will be achieved.

b) Well governed companies that manage their
businessin aresponsible mannerareless
vulnerable to downside riskand may
therefore produce higher returns overthe
longterm.

c) Inordertoimprovecorporate governance,
investment managers shouldexercise the
voting rights attached to the shares they
own, as well as engage with management of
the companies they investin.

d) Environmentalconsiderations should reflect
a growing recognitionin the Committee of
the urgency required in its decision-making
processes when makinginvestment
allocations.

e) If aninvestment manager fails to adequately
consider ESGissues, the Committeeis
prepared to disinvest assets from that
manager.

4 Asset allocation
a) Allocationsto assetclasses other than
equities and governmentbonds (e.g.,

corporate bonds, private markets and
property) offer the Fund other forms of risk
premia (e.g., additional solvency
risk/illiquidity risk).

b) Diversificationacross asset classes and asset
types that have low correlation with each
other will tend to reduce the volatility of the
overall Fund return.

c) Ingeneral,allocationsto bondsand
alternatives are madeto achieve additional
diversification. As the funding level improves,
the Committee may look to certain lower risk
strategies to mitigate liability risks and thus
dampen the volatility of the Fund’s actuarial
funding level.

5 Management Strategies

a) A well-balanced portfoliohas an appropriate
mix of passive and active investments.

b) Passive,index-tracker style management
provides low cost exposure to equities and
bonds, and is especially attractive in efficient
markets.

c) Activemanagement will typicallyincur higher
investment management fees but can
provide additional return. Fees shouldbe
aligned to theinterests of the Fund.

d) Active management performance shouldbe
monitored over multi-yearrollingcycles and
assessed to confirmthat the original
investment process on appointmentis being
delivered and that continued appointmentis
appropriate.

e) Employingarange of managementstyles can
reducethevolatility of overall Fund returns
butcanalsoreducelongterm
outperformance.

2. Objective 7.2 (a): A requirement to invest fund
money in a wide range of instruments

2.1 Fundingand investment riskis discussed in more
detail later in this ISS. However, at this stage it is
important to state that the Committeeis aware of the
risksitruns within the Fund andthe consequences of
these risks.

2.2 In order to control riskthe Committee recognises
thatthe Fund should have an investment strategy
that has:

e Exposuretoadiverserangeof sources of
return, such as market, manager skill and
through the use of less liquid holdings.

e Diversity in the asset classes used.

e Diversity intheapproachesto the
management of the underlying assets.

e Adaptability to be able to maintain liquidity
for the Fund.

2.3 This approach to diversification has seen the fund
dividingits assets into four broad categories global
equities, Fixed Income, Property and Alternatives. The
size of the assets invested in each category willvary
depending on investment conditions, the strategic
asset allocation canbefoundwithinappendixE.
However, itisimportantto notethateach category is
itself diversified. A consequence of this approach is
thatthe Fund’s assets areinvested in a wide range of
instruments.

2.4 The main riskthe Committee are concerned with
isto ensurethelong-term ability of the fund to meet
pension, and other benefit obligations, as they fall
dueis met. As a result, the Committee place a high
degree of importance on ensuring the expected
return on theassetsis sufficientto do so and does not
havetorely on alevel of risk which the Committee
considers excessive. The Fund currently has a
negative cash flow position. The Committee is mindful
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that this position may changein future and keeps the
liquidity withinthe Fund monitored. Atall times the
Committee seeks to ensure that their investment
decisions, includingthoseinvolving diversification, are
the best long-terminterest of Fund beneficiaries and
seeks appropriate advice frominvestment advisors.

2.5 To mitigate these risks the Committee regularly
reviews both the performance and expected returns
fromthe Fund’sinvestments to measure whether it
has met and is likely to meet in futureits return
objective. In addition to keepingtheir investment
strategy and policy underregularreview the
Committee will keep this ISS under review to ensure
thatit reflects the approaches being taken.

3. Objective 7.2(b): The authority’s assessment of the
suitability of particular investments and types of
investment

3.1 Suitability is a critical test for whether ornota
particularinvestment shouldbe made. When
assessing the suitability of investments, the
Committee takes into account the following from its
duediligence:
e Prospectivereturn
e Risk
e Concentration
e Riskmanagementqualities the asset has,
when the portfolio as a whole is
considered
e Geographicandcurrencyexposures
e Whether the management of the asset
meets the Fund’s ESG criteria.

3.2 Eachofthe Fund’sinvestments has an individual
performance benchmark whichtheir reported
performanceis measured against.

3.3 Thepolicyon asset allocation is compatible with
achievingthelocally determined solvencytarget.

3.3 The Committee monitors the suitability of the
Fund’s assets on a quarterly basis. To thatend they
monitor the investment returns and the volatility of
the individual investments together with the Fund
level returns and risk. This latter point being to ensure
the risks caused by interactions between investments
within the portfoliois properlyunderstood. Where
comparative statistics are available the Committee
will also comparethe Fund asset performance with
those of similar funds.

3.4 The Committee monitors the suitability of the
Fund’s assets on a quarterly basis. To thatend they
monitor theinvestmentreturns and the volatility of
the individual investments together with the Fund
level returns and risk. This latter point being to ensure
the risks caused by interactions between investments
within the portfoliois properlyunderstood. Where
comparative statistics are available the Committee
will also comparethe Fund asset performance with
those of similar funds.

3.5 The Committeerelies on external advicein
relation to the collation of the statistics forreview.

4. Objective 7.2(c): The authority’s approach to risk,
including ways in which risks are to be measured and
managed

4.1 The Committee recognises thattherearea
number of risks involved in the investment of the
assets of the Fund amongst whichare the following:

4.2 Geopoliticaland currency risks:

e aremeasured by thevalue of assets (the
concentrationrisk), in any one market
leading to therisk of an adverse
influence on investment values arising
from political intervention; and

e aremanaged by regular reviews of the
actual investments relative to policy and

through regularassessment of the levels
of diversificationwithin the existing

policy.

4.3 Manager risk:

e ismeasured by the expected deviation
of the prospectiverisk andreturnas set
outin the manager(s) investment
objectives, relative to theinvestment
policy; and

e ismanaged by monitoringthe actual
deviation of returns relative to the
objective and factorsinherentin the
manager(s) investment process.

4.4 Solvency and mismatching risk:

e aremeasured through a qualitativeand
quantitative assessment of the expected
development of the liabilities relative to
the currentand alternative investment
policies; and

e aremanaged by assessingthe progress
of the actual growth of the liabilities
relative to the selected investment
policy.

4.5 Liquidityrisk:
e ismeasured by the level of cash flow
required over a specified period; and
¢ managed by assessing the level of cash
held in order to limittheimpact of the
cash flow requirements on the
investment cash policy

4.6 Custodial risk:

e ismeasured by assessing the
creditworthinessof the global custodian
and theability of the organisation to
settle trades on timeand provide secure
safekeeping of the assets under custody.
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4.7 Employer contributionsare based uponfinancial
and demographicassumptions determined by the
actuary. Themain risks to the Fund are highlighted
within the Funding Strategy Statement (FSS). The risks
tothe Fundare controlled in the followingways:

e Theadoption and monitoring of asset
allocation benchmarks, ranges and
performance targets constrain the
investment managers from deviating
significantlyfromtheintendedapproach
while permitting the flexibility for
managers to enhancereturns

e Theappointment of morethan one
manager with different mandates and
approaches provides for the
diversification of manager risk

4.8 Theinvestment management agreements
constrain the manager’s actions in areas of particular
risk and set out the respective responsibilities of both
the manager and the Fund.

4.9 The Committee areawareinvestmentriskis only
oneaspect of therisks facing the Fund. The other key
risk they are aware of is the ability of the Fund to
meet the future liabilities, support the investment risk
(i.e. thelevel of volatility of investment returns) and
underwrite actuarialrisk, namelythe volatilityin the
actuarial funding position and the impact this has on
contributions.

4.10The Committee are of theview that the
diversification of the Fund assets is sufficiently broad
to ensuretheinvestmentriskis low and will continue
to be low. When puttingin place theinvestment
strategy the Committee carefully considered boththe
individualasset risk characteristics and those of the
combined portfolio to ensure the risks were
appropriate. Estimating the likely volatility of future
investmentreturnsis difficultasitrelies on both
estimates of individual asset class returns andthe

correlationbetween them. These can be based on
historic asset class information for some of the listed
asset classes the Fund uses. However, for other
private marketand less liquid assets itis much more
difficult. The Committeeis also mindful that
correlations change overtime and at times of stress
can besignificantlydifferent from when they arein
more benign market conditions.

4.11To help manageriskthe Committee uses an
external investment adviser to monitortherisk. In
addition, when carrying out their investment strategy
review the Committee also had differentinvestment
advisers’ asses the level of risk involved.

4.12TheFundtargets along-termreturn 4.8%as
aligned with the latest triennial valuationfrom the
Actuary. Theinvestment strategy is considered to
have a low degree of volatility.

4.13 When reviewing theinvestment strategyon a
guarterly basis the Committee considers advice from
their advisers and the need to take additional steps to
protectthevalue of the assets that may arise or
capitalise on opportunities if they are deemed
suitable. In addition to this therisk registers are
updated on a quarterly basis, appendixF.

4 .14 At each review of the Investment Strategy
Statementthe assumptions onriskand return and
their impact on asset allocationwill be reviewed.

5 Objective 7.2(d): The authority’s approach to
poolinginvestments, including the use of collective
investment vehicles

5.1 The Fundrecognises the Government’s
requirement for LGPS funds to pool their investments
and is committed to pursuinga pooling solution that
ensures maximum cost effectiveness forthe Fund,
both in terms of return and management cost.

5.2 The Funds approachto pooling arrangements
meet the criteria setoutin the Local government
pension scheme:investment reform criteria and
guidance.

5.3 TheFundjoinedthe London Collective Investment
Vehicle (LCIV) as part of the Government’s pooling
agenda. The London CIV was launched in December
2015 by the 32 localauthorities within Londonand
has circa £18bn of assets under management,
including£8bn under direct management, with 14
funds launched as of 2019/20.

5.4 The Fundhastransitioned c. 27% of assets into
the London CIVas of 31 March2020. Going forward
the Fund will look to transition further assets as and
when therearesuitableinvestment strategies
available on the platform that meet the needs of the
Fund.

5.5 The Fundis monitoring developments andthe
opening of investment strategy fund openingson the
London CIV platform with a view to transitioning
assets acrossto the London CIVassoon as thereare
appropriate sub-funds to meet the Fund’s investment
strategy requirements.

5.6 The Fundholds c. 43% of its assets within a
passive equity fund and intends to retain these
outside of the London CIVin accordance with
government guidance on theretentionof lifefunds
outside pools for thetime being. However, the Fund
benefits from reduced management fees, with Legal
& General Investment Management having reduced
their fees to match those available through the
London CIV. The Fund agrees for the London CIV to
monitor the passive fundsas part of the broader pool.

5.7 Theremaining c. 30% of Fundis held within
investment assets including property, bonds and
infrastructure, and these will remain outside of the
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London CIV pool. The cost of exiting these strategies
early would have a negative financial impact on the
Fund. These will be held as legacy assets until such
time as they mature and proceeds re-invest through
the poolassumingit has appropriate strategies
available or until the Fund changes asset allocation
and makes a decision to disinvest.

5.8 Thetable below details theinvestment funds held
by the Pension Fund and indicates whether this
mandateis available on the LCIV platform and if the
funds have been transferred.

City of Westminster Fund Available Transferred
on the toLCIV
LCIV

Listed Equities

Passive Equities: LGIM Yes Yes
Global: Baillie Gifford Yes Yes
Global: Longview Yes No
Cash

In-house No

Fixed Income

Multi Asset Credit: CQS Yes Yes
Global Bonds: Insight No
Infrastructure

Infrastructure: Pantheon No

Property

Property: Hermes No

Property: Aberdeen No

Standard

5.9 The Pension Fund Committeeis aware that certain
assets held within the Fund have limited liquidity and

moving them would come at a cost. Whilst it is the
expectation to make use of the London CIV for the
management of the majority of the Fund assetsin the
longer term, the Committee recognises that
transitioningfromthe current structure to the London
CIVwill bea protracted exercise spread over a number
of yearsto ensure unnecessary costs are notincurred.

5.10Ateach review of the investment strategy, which
will happen at least every threeyears, the investment
of the above assets will be actively considered by the
City of Westminster Pension Fund, and in particular
whether a collectiveinvestment optionis appropriate.

5.11The London CIV is an FCA authorised company
established by the London Local Authorities (LLAs) to
provide a collaborative vehicle for pooling LGPS
pension fund assets. London CIV shareholders
approved a new Corporate Governance and Controls
framework at the July 2018 Annual General Meeting
(AGM). This framework details the governance
arrangements for approving the London CIV’s annual
budget, business plan and objectives, governance
structures and appointments, shareholder agreement
and transparency of informationand reporting. It was
agreed to review the framework after one year of
operation which provides an opportunity to assess
how it can be improved further, in particular to
improve its effectiveness in achieving collaboration
and an effective working relation between London ClV
and its 32 shareholders collectively.

5.12Thelondon CIV Company Board comprises of an
independent Chairman, 7 non-executive Directors
(NEDs), including 2 nominated by the LLAs, 3 executive
Directorsandthe LCIV Treasurer. The Board has a duty
to actin the bestinterests of the shareholders and has
collective responsibility for:

e Strategy and Oversight

e Budget&forwardplan

e Reviews performance

e Major contracts and significant
decisionsincludingin relationto
funds

e Financial reporting & controls

e Compliance, riskand internal
controls

* Key policies

e Governance

5.13 The London CIV has four Committees, responsible
for investment oversight, audit and risk, remuneration
and nominations and day to day operations of the
company. These comprise of executive and non-
executive members.

The role of the Investment Oversight Committee s to:
e determine, maintain and monitor the
Company’s investment strategy,
investment performance and
performance risks of the portfolios in
accordance with the Company strategy

and business plan.

The responsibilities of the Compliance, Audit & Risk
Committeeinclude:
e overseecompliance obligations;
e riskmanagement framework;and
e integrity of financial statements and
reporting

The responsibilities of the Remuneration &
Nomination Committee include:
e remuneration policy;
e remuneration of key staff; and
e nominations and succession planning of
key staff and Board members.

The Executive Directors acting collectively as the
Executive Committee have a number of specific
delegated responsibilities for the day-to-day
operations of the company, supported by the wider
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executive leadership team. The role of the Executive
Committee in summary is to:

e execute board-approved strategic
objectives and business plan in line with
risk appetite and financial limits;

e identify, discuss, and formulate effective
solutions to address issues and
opportunities facing the Company;

e ensurethe day-to-day operations meet
relevant legal requirements and
compliance obligations of the Company;
and

e ensure the Board & Board Committee
members receive timely, accurate and
transparent management information &
reporting to fulfil their duties &
responsibilities.

5.14 The London CIV Shareholder Committee is
responsible for scrutinising the actions of the Board,
reporting and transparency, consultation on the
strategy and business plan, matters reserved to
shareholders, responsible investment and emerging
issues. The Committee meets on a quarterly basis and
comprises of 12 members including Councillors and
Treasurersfromthe LLAs.

5.15 The London CIV hostsan AGM on a semi-annual
basis, to which all 32 members areinvited. This allows
members the opportunity to exercise shareholder
power, approve the annual budget and hold the Board
toaccount.

5.16Externalindependent oversight and assurance of
the pool company is provided by the FCA, depositary,
external auditors and the MHCLG.

5.17 More information on the London CIV and its
operationisincludedin Appendix C of this statement.

6 Objective 7.2(e): How social, environmental or
corporate governance considerations are taken into

account in the selection, non-selection, retention and
realisation of investments

6.1 Areview of the Fund’s carbon exposure was
undertaken by TruCostand reported to Committeein
September 2019, wherebythe Fund’s equityand
property portfoliocarbonfootprints were mapped.
This exercise will be undertaken on an annual basis
going forward. Following this, a responsible
investment (RI) policy and ESG policy was draftedfor
the Fund to beadopted by the Committee for
2020/21 onwards. The Rl Policy outlines the approach
to the management of Environmental, Social and
Governance (ESG) issues within the investment
portfolio andcan be fundwithin appendix D.

The Present ESG Policy
Introduction

6.2 The City of Westminster (WCC) Pension Fund (the
Pension Fund) is committed to being a responsible
investor and a long-term steward ofthe assets in which
it invests. The Fund has a fiduciary duty to act in the
best interests of its beneficiaries and this extends to
making a positive contribution to the long-term
sustainability of the globalenvironment.

6.3 The Pension Fund recognises that the neglect of
corporate social responsibilityand poor attention paid
to environmental, social and governance (ESG) issues
may lead to poor or reduced shareholder returns. This
presents a significant responsibility for the Pension
Fund Committee (the Committee). The ESG approach
has become integral to the Fund’s overall investment
strategy.

6.4 The Fund maintains a policy of non-interference
with the day-to-day decision making of the investment
managers. The Committee believes that this is the
most efficient approach whilst ensuring the

implementation of policy by each manager is
consistent with current best practice and the
appropriatedisclosureandreporting of actions.

6.5 There are a wide range of ESG issues, with none
greater currently than climate change and carbon
reduction. The Pension Fund recognises climate
change as the biggest threat to global sustainability
alongside its administering authority employer,
Westminster City Council, which has committed itself
to achieving carbon neutrality by 2030.

6.6 The Pension Fund Committee hold a fiduciary duty
to act in the members’ best interests and ensure that
their pension benefits are fully honoured in
retirement. Thatis why, as wellas targeting investment
returns that match the pension liabilities, the
Committee is committed to managing the investment
risks: the risks that pose a substantial threat to LGPS
members’ long-term future.

6.7 The Pension Fund’s revised investment strategy
should be governed by the following investment
principles, whichareset out below

6.8 Investment Principles

e The Pension Fund as a long-term
investor, is committed to investing to
build a better future through the
integration of ESG issues at all stages of
the investment decision-making process.

e Through active ownership, the Pension
Fund engages with the investment
community to help ensure a sustainable
future for all its stakeholders. This
includes demanding best practice
amongst its investment managers and
challenging their investment outcomes
whereappropriate.
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e The Pension Fund recognises that
significant value canbe achieved through
collaboration with other stakeholders.
The Pension Fund will work closely with
its LGPS pool company (the London CN),
other LGPS funds and member groups
such as the Local Authority Pension Fund
Forum (LAPFF) to ensure corporate
interests are aligned with the Pension
Fund’s values.

e The Pension Fund wants to gain the
confidence of members in the
governance processand the way in which
inthe Fundis invested on their behalf. it
is important for the Pension Fund to be
completely transparent and accountable
to members and stakeholders.

6.9 Policy Implementation: investing to build a better
future

The Pension Fund will continue to assess investment
opportunities that have a positive impact on society as
whole. These include but are not limited to,
investments in fixed income (green bonds), property,
low carbon assets, renewables and social impact
opportunities. The Fund currently has a 5% allocation
to global infrastructure, where the asset manager has
the freedom to invest within renewables if a suitable
venture presentsitself.

The Pension Fund views engagement with companies
as an essential activity and encourages companies to
take position action towards reversing climate change.
The Westminster Pension Fundis aresponsible owner
of companies and cannot exert that positive influence
if it has completely divested from carbon intensive
producing companies. The Pension Fund will continue
to encourage positive change whilst officers will
continue to engage with the investment managers on
an ongoing basis to monitor overall investment

performance, including carbon and other ESG
considerations.

6.10 Policy Implementation: engaging with
investment community

Institutional investorshave the power to influence and
change behaviour globally. The WCC Pension Fund
believes that there is significant valuein being able to
actively engage with the companies we invest in and
be part of the transition to a global, low carbon
economy.

The Fund expects managers to integrate ESG factors
into investment analysis and decision making.
Monitoring these effectively can assist with resolving
issues at early stages through effective engagement
with companies and board members. The Fund
expects asset managers where possible to engage and
collaborate with other institutional investors, as
permitted by relevant legal codes to ensure the
greatestimpact.

The measurement of ESG performance is still
developing and benefitting from significant
improvements. There are several performance
benchmarks and disclosure frameworks that exist to
measure the different aspects of available ESG data
which include carbon emissions and a variety of social
impactscores.

e The Pension Fund carries out a carbon
footprint exercise on its separate
portfolios annually via a specialist firm.
The outcome of this measurement
exercise will be instrumental in ensuring
that the fund is able to meet its
decarbonisation goals through effective
asset allocation.

e The Pension Fund will continue to work
closely with its investment managers to
measure the carbon impact of its
investments. This will involve developing
internal metrics and agreed targets
which will be reviewed on aregular basis.

Increasingly, there is growing interest in the
investment community to develop investment
strategies that focus on sustainable investments. As
well as the wider investment community, the Pension
Fund will support and contribute to the work carried
out by the London CIV in the development of
sustainableinvestments.

6.11 Policy Implementation: collaboration with other
stakeholders

The introduction of pooling across the Local
Government Pension Scheme (LGPS) will impact how
the Pension Fund’s responsible investment policy is
implemented. The WCC fund is committed to playing a
key role as part of the LGPS London CIV pool, with circa
70% of assets pooled.

As asset owners, the Pension Fund, in line with its
investment strategy, is responsible for deciding how its
assets are invested through its strategic asset
allocation. In additionto engaging withthe investment
community, the Pension Fund will continue to work
closely with other UK and London LGPS funds to find
common solutions for ESGissues.

As morefunds areonboarded intothe London CIV, the
Pension Fund expects to further increase its
investment in the pool. This is expected to create
economies of scale and increased synergies for the
Pension Fund through a significant reduction in
management fees and greater influence when
engaging with external stakeholders. The London CV
will manage the Pension Fund’s investments in line
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with the Fund’s strategic objectives and those of the
other London LGPS Funds.

The Pension Fund actively contributes to the
engagement efforts of pressure groups, such as the
Local Authority Pension Fund Forum (LAPFF) and
requires investment managers to vote in accordance
with the LAPPF’s governance policies. In exceptional
cases, investment managers willbe requiredto explain
their reason for not doing so, preferablyin advance of
the AGM. This will be monitored on a regular basis.

6.12 Policy Implementation: gaining our members
confidence

WCC’s LGPS members have spent at least part of their
careers helping to deliver key services to their
community. It is important for them to understand
how their Pension Fund is managed and the
contribution its investments make in securing a
sustainable future. Members are encouraged to take
an activeinterestin the governance processes of their
Pension Fund and their views are represented within
the work of the Local Pension Board.

The Pension Fund will aimto provide members with a
variety of information which allows them to easily
understand the types of investments within the
portfolio.

The Pension Fund reports on its overall performance
annually through an annual report which is readily
accessible to members on the fund’s website.

Data within the annual report will include investment
performance, an assessment of the key performance
indicators (KPIs) of the Fund’s administrative function
and the Fund’s assessment of its many risks.

The Pension Fund hosts an annual general meeting
(AGM), following the end of the financial year, which
all members and key stakeholders are invited to

attend. This includes updates on the administration
service, investment performance from ourinvestment
advisor, as well as a market update from an asset
manager and a presentation from our actuary.

7 Objective 7.2(f): The exercise of rights (including
voting rights) attaching to investments

7.1 The Committee has delegated the Fund’s voting
rights to the investment managers, who are required,
where practical, to make considered use of voting in
the interests of the Fund. The Committee expects the
investment managers to vote in the best interests of
the Fund. In addition, the Fund expectsits investment
managers to work collaboratively with others if this will
lead to greater influence and deliver improved
outcomes for shareholdersand more broadly.

7.2 The Fund through its participation in the London
CIV will work closely with other LGPS Funds in London
to enhancethelevel of engagement both with external
managers and the underlying companies in which
invests.

7.3 In additionthe Fund:

e |s a member of the Pension and Lifetime
Savings Association (PLSA) and the Local
Authority Pension Fund Forum (LAPFF) and in
this way joins with other investorsto magnify
its voice and maximise the influence of
investors as assetowners; and

e Joins wider lobbying activities where
appropriate opportunities arise.

7.4 Ongoingvoting and engagement is covered with
the Funds Responsible Investment Policy (Appendix D).

7.5 The Committee expects any directly appointed
asset managers and the pool company (London CIV) to
comply with the Stewardship Code (2020) and this is
monitored on an annual basis. See appendix B and C

for further details on the Funds approach to
stewardship.

8 Feedback on this statement

Any feedback on this Investment Strategy Statement
is welcomed. If you have any comments or wishto
discuss anyissues, then please contact:

Tri-Borough Treasuryand Pensions Team
PensionFund @westminster.gov.uk

Westminster City Council

16" Floor City Hall

Tri-Borough Treasuryand Pensions Team
64 Victoria Street

London

SW1E6QP
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mailto:PensionFund@westminster.gov.uk

Investment Strategy Statement: Appendix A

Compliance with CIPFA Pensions Panel Principles for
investment decision making in the local government
pension schemein United Kingdom

Decision Making

Regulation 12(3) of The Local Government Pension
Scheme (Management and Investment of Funds)
Regulations 2009 requires an administering authority
to reporton its compliance with the six Myners’
Principles, in accordance with guidance given by the
Secretary of State. The guidancefor the Local
Government Pension Schemeis set outin the CIPFA
publication “Investment Decision Making and
Disclosurein the Local Government Pension Scheme
inthe United Kingdom 2012,

The Fund aims to comply with all of the Myners’
Principles, recognisingitisin all parties’ interests if
the Fund operates to standards of investment
decision-making andgovernance identified as best
practice. Itisalso recognisedasimportant to
demonstrate how the Fund meets such principles and
best practice.

The Secretary of State has previously highlighted the
principle contained in Roberts v. Hopwood whose
administering bodies exercise their duties and powers
under regulations governing theinvestment and
management of Funds:

“A body charged with the administrationfor definite
purposes of funds contributed in whole orin part by
persons other than membersofthatbody owes, in
my view, a duty to those latter personsto conduct
thatadministration in a fairly business-like manner
with reasonablecare, skilland caution, and with a due
and alertregard to theinterest of those contributors
who are not members of the body. Towards these

latter persons the body stands somewhatin the
position of trustees or managers of others”.

The Myners’ Principles are seen as supporting this
approach. The principles, together with the Fund’s
position on compliance, are set out below:

Principle 1 - Effective decision-making
Ad ministrating authorities should ensure that:

e Decisions are taken by persons or
organisations with the skills, knowledge,
advice andresources necessaryto make them
effectivelyand monitor their implementation;
and

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

Full Compliance

The Council has delegated the management and
administration of the Fund to the Committee, which
meets at least quarterly. The responsibilities of the
Committee aredescribed in paragraph 1.4 of theSS.
The Committee is made up of elected members of the
Council who eachhavevoting rights.

The Committee obtains and considersadvice from and
is supported by the Executive Director of Finance and
Resources, Tri-Borough Director of Treasury &
Pensions, and as necessaryfrom the Fund’sappointed
actuary, investment managers and advisors.

The Committee has delegated the management of the
Fund’s investments to professional investment
managers, appointed in accordance with the scheme’s
regulations, whose activities are specified in detailed
investment management agreements and regularly
monitored.

Business plans are presented to the Committee
annually.

Several of the Committee members have extensive
experience of dealing with Investment matters and
training is made available to new Committee members.

Principle 2 - Clear objectives

An overall investment objective(s) should be set forthe
Fund that takes account of the pension liabilities, the
potential impact on local tax payers, the strength of
the covenant for non-local authority employers, and
the attitudeto risk of both the administering authority
and scheme employers, and these should be clearly
communicated to advisors and investment managers.

Full Compliance

The aims and objectives of the Fund are set out within
the FSS and within the ISS. The main fund objective is
to meet the cost of pension liabilities and to enable
employer contribution rates to be kept as nearly
constant as possible at reasonable cost to the
taxpayers and admitted bodies.

The investment strategy has been set with the
objective of controlling therisk that the assets will not
be sufficient to meet the liabilities of the Fund while
achievinga good returnoninvestment (see paragraphs
4 and 5 above). The approachtaken reflects the Fund’s
liabilities and was decided upon without reference to
any other funds. The Fund’s performance is measured
againsttheinvestment objective on a quarterly basis.
The Fund’s strategy is regularly reviewed.

Principle 3 — Risk and liabilities
In setting and reviewing their investment strategy,

administrating authorities should take account of the
formand structure of liabilities. These include the
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implications for local taxpayers, the strength of the
covenant for participating employers, the risk of their
default and longevity risk.

Full Compliance

The Committee has, in conjunction with its advisers,
agreed an investment strategy that is related to the
Fund’s liabilities. An actuarial valuation of the Fund
takes place every three years, with the most recent
triennial valuation taking place in 2019. The
investment strategy is designed to give diversification
and specialisationandachieve optimum return against
acceptablerisk.

The assetallocation of the Fund is set to maximise the
potential to close the funding deficit over future years.
The currentasset allocationis outlinedin appendixE.

Principle 4 — 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

Full Compliance

The lAC has appointed investment managers with clear
index strategic benchmarks (see paragraph 4.2 above)
within an overall Investment objective which place
maximum accountability for performance against that
benchmark onthe manager.

The managers are monitored at quarterly intervals
against their agreed benchmarks, and independent
detailed monitoring of the Fund’s performance is
carried out by Deloitte, the Fund’s advisor and by
Northern Trust, the Fund’s custodian who provide the
performance figures. Moreover, portfolio risk is
measured on quarterly basis and the risk/return

implications of different strategic options are fully
evaluated.

The advisor is assessed on the appropriateness of asset
allocation recommendations and the quality of advice
given.

The actuary is assessed on the quality and consistency
of the actuarial advice received. Both the advisor and
the actuary have fixed term contracts which when
expired aretendered for underthe OJEU procedures.
The Committee monitors the investment decisions it
has taken, including the effectiveness of these
decisions. In addition, the Committee receives
quarterly reports as to how the Fund has performed
againsttheir investment objective.

In order to comply with the CMA investment
consultancy and Fiduciary Management Market
Investigation Order 2019, The Fund’s investment
advisors are measured annually against an agreed set
of criteria which was agreed by Committee at the 23
October 2019 meeting.

Principle 5 — Responsible Ownership

Ad ministering authorities should:

e Adopt, or ensure their investment managers
adopt, the Institutional Shareholders
Committee Statement of Principles on the
responsibilities of shareholders and agents.

¢ Include astatement of their policy on
responsible ownership in the statement of
investment principles.

e Report periodically to scheme members on
the discharge of such responsibilities.

Full Compliance

The Fund is committed to making full use of its
shareholder rights. The approach used is outlined in
paragraph 8 of the ISS and in the Fund’s Responsible
Investment (RI) Policy (Appendix D). Authority has

been delegated to the investment managers to
exercise voting rights on behalf of the Fund. The
investment managers arerequiredto report how they
havevoted in their quarterlyreports.

The Fund believes in using its influence as a
shareholderto promote corporate social responsibility
and high standards of corporate governance in the
companies in which itinvests —the Fund’s approach to
this is outlined in paragraph 7 of the ISS and in the
Fund’s RI Policy (Appendix D).

Principle 6 — Transparency and reporting

Administering authorities should:

e Actin atransparent manner, communicating
with stakeholders on issues relating to their
management of investments, its governance
and risks, including performance against
stated objectives.

e Provide regular communications to scheme
members in the form they consider most
appropriate.

Full Compliance

Links to the Governance Compliance Statement, the
ISS, the FSS, and the Communications Statement are all
included in the Pensions Fund Annual Report which is
published andis accessible to stakeholders of the Fund
on the Council’sweb site, and a website developed
specificallyfor the Fund.

All Committee meetings are open to members of the
public and agendas and minutes are published on the
Council’s website and internal intranet.

[
N
s
>
4
2
Cc
>
-
>
(=)
[a]
[e]
c
4
pur
wn
N
(=]
=
©

~
N
(=]
N
(=]
.
>
o
o
m
=
=)
(@]
m
%




Investment Strategy Statement: Appendix B
Compliance with the Stewardship Code

The Stewardship Code is a set of principles or
guidelinesreleased in 2010 and updatedin 2020 by
the Financial Reporting Council (FRC) directed at
institutional investorswho holdvoting rights in United
Kingdom companies. Its principalaimis to make
shareholders, who manage other people's money, be
activeand engagein corporate governanceinthe
interests of their beneficiaries.

The Code applies to pension funds andadopts the
same "comply or explain" approach used in the UK
Corporate Governance Code. This means that it does
notrequire compliance with principles butif fund
managers and institutional investors do not comply
with any of the principles set out, they must explain
why they have not done so. The Committee has not
formally adoptedthe latest version of the
Stewardship code. However, it expects any directly
appointed fund managers andthe pool company
(London CIV) to complyand thisis monitored on an
annual basis.
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Investment Strategy Statement: Appendix C

Information on London CIV
Stewardship Statement is attached — Other London
CIV details are included in ISS main Statement

The London Collective Investment Vehicle (CIV) was
formed as a voluntary collaborative venture by the
London Local Authorities in2014 to invest the assets of
London Local Government Pension Scheme (LGPS).
The London CIV and its London Local Authority
investors recognise theimportance of being longterm
stewards of capital and in so doing supports the UK
Stewardship Code, whichit recognises as best practice.

The London LGPS CIV Limited (“London CIV”) is fully
authorised by the FCA as an Alternative Investment
fund manager (AIFM) with permission to operate a UK
based Authorised Contractual Scheme fund (ACS
Fund). The London CIV in the management of its
investments has appointed a number of external
investment managers. We therefore see our role as
setting the tone for the effective delivery of
stewardship managers on our behalf and on behalf of
our investing Funds. We are clear that we retain
responsibility for this being done properly and fully in
the interests of our own shareholders.

This Statement sets out how the London CIV
implements the seven principles of the Code.

Principle 1

Institutional investors should publicly disclose their
policy on how they will discharge their stewardship
responsibilities.

The London CIV on behalf ofits London Local Authority
Shareholders recognises its position as an investor on
their behalf with ultimate responsibility to members
and beneficiaries and recognises that effective
stewardship can help protect and enhance the long-

termvalue of its investments to the ultimate benefit of
all stakeholdersin the LGPS.

As wedo notinvestdirectly in companies, we hold our
fund managers accountable for the delivery of
stewardship on our behalf in terms of day-to-day
implementation of its stewardship activity. We require
the appointed fund management teams to be
responsible for holding to account the management
and boards of companies in which they invest. The
London CIV believes that this approach is compatible
with its stewardship responsibilities as it is the most
effective and efficient mannerin which it can promote
and carry out stewardship activities in respect of its
investments and ensure the widest reach of these
activities given the London CIV's investment
arrangements.

Akey related area where stewardshipis integrated into
the wider processis in the selection and monitoring of
external investment managers. When considering the
appointment of external investment managers, the
consideration of Environmental Socialand Governance
(ESG) integration and stewardship activity of each
investment manager is part of the selection process.

The London CIV expects its equity investment
managers to adhere to the principles within the UK
Stewardship Code. This position is communicated to
the Fund’s investment managers and forms the basis
of the approach to monitoring the investment
managers as outlined in this document. Whilst the
Stewardship Codeis primarily directed at UK equity
investments, the London CIV encourages its
investment managers to apply the principles of the
Codeto overseas equity holdings where possible.

The primary mechanisms for the application of
effective stewardship for the London CIV are exercise
of voting rights and engagement with investee
companies. The London CIV expects its external equity

investment managers that invest directly in
companies, to pursue both these mechanisms. We
receive quarterly reporting from managers which
includes their stewardship and voting activities where
appropriate. We seek consistently to ensure that these
stewardship activities are carried out actively and
effectively in the furtherance of good long-term
investmentreturns

We expectall of the London CIV’s equity managers to
be signatories to the Code and have publicly disclosed
their policy via their Statements on how they will
discharge their stewardshipresponsibilities. We expect
managers that invest in companies directly to
dischargetheir responsibilities by:

e havingextensive dialogue withthe company’s
management throughout the year on arange
of topics such as governance, financial
performance and strategy; and

e voting, either directlyor viatheservices of
voting agencies.

Principle 2

Institutional investors should have a robust policy on
managing conflicts of interest in relation to
stewardship which should be publicly disclosed.

Day-to-day implementation of the Fund’s stewardship
activity has been delegated to external investment
managers. The London CIV expects its investment
managers to document their approach to stewardship,
which should include how they manage any conflicts of
interest that arise to ensure that the interests of the
London CIV’s Investors are prioritised.

The London CIV will review annually the conflicts of
interest policy of its managers and how any conflicts
have been managed during the year. The London CIV
has policies in place to manage conflictsof interest that
may arise for the Board and its officers when making
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decisions on its behalf. The Conflicts of Interest policy
is reviewed by the London CIV board ona regular basis.
A Conflicts of Interest Register is maintained.
Shareholders of the London CIVattending the Pensions
Sectoral Joint Committee are required to declare any
conflicts of interest at the start of any meeting.

Principle 3
Institutional investors should monitor their investee
companies.

We recognise that active and ongoing monitoring of
companies is the foundation of good stewardship,
reminding companies in which we invest that they
have obligations to their shareholders to deliver
returns over the appropriate long-term investment
timeframe and, consistent with this, to manage any
related environmentaland social risks responsibly.

The London CIV requires its external investment
managers to monitor investee companies. Issues to be
monitored are likely to vary, however typically these
might include a company’s corporate strategy,
financial performance, risk (including those from
environmental and social factors), capital structure,
leadership team and corporate governance. The
London CIV encourages its investment managers to
satisfy themselves that investee companies adhere to
the spirit of the UK Corporate Governance Code.

The London CIV reviews investment managers in this
area as part of their regular meetings. For equity
investment managers thisincludes consideration of:

e who has overall responsibility for ESG risk
analysis and integration;

e resourcesand experience of the team;

e at what stages of the process ESG risks are
considered;

e exposuresto environmental, social or
governance risk withinthe portfolio; and

e the investment manager’s willingness to
become an insider and, if so, whether the
manager has a policy setting out the
mechanisms through whichthisis done.

Principle 4

Institutional investors should establish clear
guidelines on when and how they will escalate their
stewardship activities.

The London CIV recognises that constructve
engagement with company management can help
protect and enhance shareholder value. Typically, the
London CIV expects its investment managers to
intervene with investee companies when they view
that there are material risks or issues that are not
currentlybeing adequately addressed.

The London CIV reviews investment managers in this
area as part of their regular meeting. For equity
investment managers that invest directly in
Companies, thisincludes consideration of:

o whether voting activity has ledto any changes
in company practice;

e whether the manager’s policy specifies when
and how they will escalate engagement
activities;

e overall engagement statistics (volume and
areas of focus);

e example of most intensive engagement
activity discussed as part of the manager’s
annual review meeting; and

e the estimated performance impact of
engagementon the strategy in question.

e Given the range of fund managers and Fund
investments, the London CIV carries out its
monitoring atthe manager level to identify:

e trendsto ensure progressis being made in
stewardship activities;

e specific managers where progress or the rate
of progressis notadequate; and

e appropriate specific actionsnecessary.

Principle 5
Institutional investors should be willing to act
collectively with other investors where appropriate.

As day-to-day management of the Fund’s assets has
been delegated to external investment managers, the
London CIV expects its investment managers to get
involved in collective engagement where this is an
efficient means to protect and enhance long-term
shareholdervalue.

In addition, the London CIV will work collectively with
other investors including other LGPS Asset pools and
the Local Authority Pension Fund Forum (LAPFF) to
enhancetheimpact of their engagement activities

Principle 6
Institutional investors should have a clear policy on
voting and disclosure of voting activity.

The London CIV has delegated its voting rights to the
Fund’s investment managers and requires them to
vote, except where it is impractical to do so. The
London CIV also monitorsthe voting alerts of the LAPFF
and where these are issued, requires the investment
managers to take account of these alerts as far as
practical to do so. Where the investment manager
does not vote in line with the LAPFF voting alerts, the
London CIV will require detailed justification for non-
compliance.

The London CIV reviews and monitors the voting
policies and activities of its investment managers, this
includes consideration of:
e the manager’s voting policy and, what areas
arecovered;
e thelevel of voting activity
e whether the investment manager typically
informs companies of their rationale when
voting against or abstaining (and whether this
is typically in advance of the vote or not);
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e if securities lending takes place within a
pooled fund for the strategy, whether the
stockis recalled for all key votes for all stocks
held in the portfolio; and

® whetherathird-partyproxy voting service
providerisused and, if so, how.

Principle 7
Institutional investors should report periodically on
their stewardship and voting activities.

The London CIV encourages transparency from its
investment managers and expects its managers to
report publicly on their voting in an appropriate
manner.

In addition, the London CIV receives reviews and
monitors quarterly the voting and stewardship
engagement activities of its investment managers. The
London CIV reports quarterly to its investors and will
include information on voting and engagement
activities from investment managers where
appropriateincluding updates as required on updated
stewardship and voting policies of managers. The
London CIV also requires its managers to provide it
with annual assurances on internal controls and
compliance through recognised framework such as the
AAF01/06 orequivalent.
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Investment Strategy Statement: Appendix D

Responsible Investment Policy

1.1.

1.2.

1.3.

14.

Introduction

Responsible Investment is defined by the
United Nation’s ‘Principles for Responsible
Investment’ document as an approach to
investing that aims to incorporate
environmental, social and governance (ESG)
factors into investment decisions, to better
manage risk and to generate sustainable, long
termreturns. The Pension Fund’s approach to
responsible investment is aligned with the
Fund’sinvestment beliefs and recognises ESG
factors as central themes in measuring the
sustainability andimpact of its investments.

Failureto appropriately manage ESG factors is
considered to be a key risk for the Pension
Fund as this can have an adverse impact on
the Fund’s overall investment performance,
which ultimately affects the scheme
members, employers and local council tax
payers.

The United Nations has established 17
Sustainable Development Goals (SDGs) as a
blueprint to achieving a better and more
sustainable future for all. These goals aim to
address the challenges of tackling climate
change, supporting industry, innovation and
infrastructure, and investing in companies
that are focused on playing a key role in
building that sustainable future.

The Pension Fund acknowledges that these
goals form a vital part of acting as a
responsible  investor alongside its

1.5.

1.6.

1.7.

1.8.

administering authority employer,
Westminster City Council, with the Council
having recently committed itself to achieving
carbon neutrality by the year 2030.

The Pension Fund maintains a policy of
engagement with all its stakeholders,
including those operating in the investment
industry. It is broadly recognised that, in the
foreseeable future, the global economy will
transition from its reliance on fossil fuels to
the widespread adoption of renewable
energy as its main source. The impact of this
transition on the sustainability of investment
returns will be continually assessed by
officers, advisorsand investment managers.

The Pension Fund Committee is committed to
playing an active role in the transition to a
sustainable  economic  and societal
environment. To that extent, the Pension
Fund will continue to seek investments that
match its pensions liability profile, whilst
having a positive impact on overall society.
Greater impact can be achieved through
active ownership and lobbying for global
companies to change and utilise their
resources sustainably.

With these noble objectives at the forefront,
it is important to note that the Pension Fund
Committee has avital, fiduciary dutyto actin
the bestinterests of the LGPS beneficiaries to
ensure that their pension benefits are
honouredin retirement.

Policy Implementation: Selection Process

The Pension Fund Committee delegates the
individual investment selection decisions to

1.9.

1.10.

its investment managers. To that extent, the
Pension Fund maintains a policy of non-
interference with the day-to-day decision-
making processes of the investment
managers. However, as part of its investment
manager appointment process, the Pension
Fund Committee assesses the investment
managers’ abilities to integrate ESG factors
into their investment selection processes.

Thisincludes, butis notlimited to:

a) evidence of the existence of a
Responsible Investment policy;

b) evidence of ESG integration in the
investment process;

c) evidence of sign-up to the relevant
responsible investment frameworks
such as the United Nations Principles
for Responsible Investment (PRI);

d) evidence of compliance with the
Stewardship Code as published by
the Financial Reporting Council
(FRC);

e) a track record of actively engaging
with  global companies and
stakeholders to influence best
practice;

f) an ability to appropriately disclose,
measure and report on the overall
impact of ESG decisions made.

As part of its investment selection process,
the Pension Fund Committee will obtain
proper advice from the Fund’s internal and
external advisors with the requisite
knowledge and skills. Our investment advisor
will assess ESG considerations as part of its
due diligence process and assess investment
managers against the following criteria:
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a) foractive managers, the advisor
will assess how ESG issues are
integrated into investment
selection, divestment and
retention decisions;

b) for passive managers, the
investment advisor is aware of
the nature of the index
construction in the investment
selection process places andthe
proximity of ESG issues in
comparison with an active
portfolio, but still hold ESG
issues in its responsible
investment policy as the passive
manager actively engages with
global companies and
stakeholders where
appropriate;

c) consideration of  whether
managers are making most
effective use of voting rights
and if votes are exercised in a
manner consistent with ESG
considerations specified by the
manager;

d) how significantly managers
value ESG issues and whether
any specialist teams and
resources are dedicated to this
area; and

e) how ESG risk assessment is
integrated into the portfolio
investment selection process
and the value and effectiveness
of these assessments.

Investment managers are expected to follow
best practiceand use their influence as major
institutional investors and long-term stewards
of capital to promote best practice in the

1.12.

1.13.

1.14.

companies/projects in which they invest
Investee companies will be expected to
comply with all applicable laws and
regulations in their respective markets as a
minimum.

Policy Implementation: Ongoing Engagement
and Voting

Whilst it is still quite difficult to quantify the
impact of the less tangible non-financial
factors on the economic performance of an
organisation, thisis an area that continues to
see significant improvement in the
measurement of  benchmarking and
organisational progress. Several benchmarks
and disclosure frameworks exist to measure
the different aspects of available ESG data
which include carbon emissions, diversity on
company boards and social impact. It is
apparent that poor scoring on these ESG
factors can have an adverse impact on an
organisation’s financial performance. It is
therefore important for the appointed
investment managers to effectively assessthe
impact such factors may have on the
underlying investment performance.

The Pension Fundviews active engagement as
an essential activity in ensuring long-term
value and encourages investment managers
to consider assessing a range of factors, such
as the company’s historical financial
performance, governance structures, risk
management approach, the degree to which
strategic objectives have been met and
environmental, governance and social issues.

Pension Fund officers will continue to engage
with the investment managers on an ongoing

1.15.

1.16.

basis to monitor overall investment
performance, including ESG considerations.
This can be implemented in several forms
which include, butare notlimited to:

a. Regular meetings with investment
managers to assess investment
performance and the progress made
towards achieving ESG targets;

b. reviewing reports issued by

investment managers and
challenging performance where
appropriate;

c. working with investment managers
to establish appropriate ESG
reporting anddisclosuresin line with
the Pension Fund’s objectives;

d. contributing to various working
groups that seek to positively
influence the reporting of industry
standards on ESG metrics;

e. actively contributing to the efforts of
engagement groups such as the
Local Authority Pension Fund Forum
(LAPFF), of which the fund is a
member (currently 83 LGPSmember
funds).

The Pension Fund holds units in pooled equity
funds, where our asset managers willhave the
opportunity to vote at company meetings on
our behalf. Engagement with companies can
have a direct impact on voting choices and
fund manager voting and engagement reports
arereviewed on aregular basis.

The Fund will continue to collaborate with the
London CIV on maintaining a shared voting
policy for the equity managers onthe London
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1.17.

1.18.

1.19.

CIV platform and actively seek to align these
policies with manager insights. Lobbying with
other London CIV clients will give the Pension
Fund greater control and impact over our
voting choices and a centralised process will
ensureour voting remains consistent and has
the greatestimpact.

The Pension Fund’s officers will work closely
with the London CIV pool, through which the
Pension Fund will increasingly invest, in
developing and monitoring its internal
frameworks and policies on all ESG issues
which could present a material financial risk
to the long-term performance of the fund.
This will include the London CIV's ESG
frameworks and policies for investment
analysis, decision making and responsible
investment.

In preparing and reviewing its Investment
Strategy Statement, the Pension Fund will
consult with interested stakeholders
including butnot limited to:

Pension Fund employers;

Local Pension Board;
advisors/consultants to thefund;
investment managers.

oo oo

Policy Implementation: Training

The Pension Fund Committee and the Fund’s
officers will receive regular training on ESG
issues and responsible investment. A review
of training requirements and needs will be
carried out at least once on annual basis.
Training is intended to cover the latest
updatesin legislation and regulations, as well
as best practice with regards to ESG

integration into
investment process.

the

pension

fund’s
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Investment Strategy Statement: Appendix E
Strategic Asset Allocation
The below table sets out the Fund’s strategic asset

allocation along with review range which would
trigger arebalancing exercise.

Strategic Asset Allocation Target Review
(%) Range

Listed Equities 65.0% +/-3.0%

Passive Equities 22.5%

Global — Active 42.5% @

Cash 0.0% +/-0.0% ;

Cash 0.0% s

Fixed Income 20.0% +/-2.0% .g

Global Bonds 13.5% g

Multi Asset Credit 6.5% S

Alternatives 10.0% +/-1.0% g

Infrastructure 5.0% Q

Renewable Infrastructure 5.0% g

Property 5.0% +/-0.5% ;
o

Property 5.0% 3

Total 100.0% §
a




Investment Strategy Statement: Appendix F Investment & Administration Risk Registers

Pension Fund Risk Register - Investment Risk

Impact o Total risk - . Revised Net risk .
Likelihood Mitigation actions Reviewed

Risk Description = o
Fund Employers Reputation Total score Likelihood score

. Risk
Risk Group o Movement
ef.

The global outbreak of COVID-19 TREAT - 1) The officers will continue to monitor the impact on an 05/05/2020
impacting stock markets worldwide, ongoing basis. 2) The Fund holds a diversified portfolio, which
as well uncertainty surrounding should reduce the impact of stock market movements. 3) Asset
Investment illiquid asset values including 5 4 2 11 allocation will be reviewed in Q1 of 2020/21. 4) Pension Fund 3
property and infrastructure. Officers in frequent contact with Fund Managers and the Funds
investment advisor.
That the London Collective TOLERATE - 1) Partners for the pool have similar expertise and like- 05/05/2020
Investment Vehicle (LCIV) fails to mindedness of the officers and members involved with the fund, E
produce proposals/solutions ensuring compliance with the pooling requirements. Ensure that —
deemed sufficiently ambitious. ongoing fund and pool proposals are comprehensive and meet JZ>
government objectives. Member presence on Shareholder 2
Committee and officer groups. 2) Jason Fletcher was appointed as ;C>
the permeant CIO during April and is due to begin the role in July ;
2020. Jason has over 25 years worth of experience in the financial 3
Governance <:> 4 4 3 1 services industry and held the position of CIO at the LGPS Central 3 8
pool. The LCIV have also appointed Jacquelin Jackson as the Head 3
of Responsible Investment to lead the pool in their commitment to z
responsible investment and better understanding LCIV clients ESG g
requirements. Following Kevin Cullen's retirement, Cameron E
McMullen will be joining the LCIV as the new Client Relations N
Director. L
>
o
Significant volatility and negative TREAT- 1) Continued dialogue with investment managers re 05/05/2020 §
sentiment in global investment management of political risk in global developed markets. 2) %
markets following disruptive geo- Investment strategy involving portfolio diversification and risk o
Investment political uncertainty caused by the 5 4 1 10 control. 3) Investment strategy review will take place in Q1 of
ongoing trade war between the US 2020/21.
and China.
Volatility caused by uncertainty with 1) Officers to consult and engage with advisors and investment 05/05/2020
regard to the UK's exit from the managers. 2) Future possibility of looking at move from UK to
European Union, lack of trade deal Global benchmarks on UK Equities and UK Property. 3) Possibility
and the economic after effects. of hedging currency and equity index movements. 4) The UK exited
Investment <:> There will be a transition period until| 4 4 1 9 the EU on 31 January 2020, there is now a transition period until 3
the end of 2020, during which time the end of 2020. During this time current rules on trade, travel and
the UK and EU will negotiate new business for the UK and EU will apply.
arrangements from 2021.




Scheme members live longer than
expected leading to higher than

TOLERATE: The scheme's liability is reviewed at each triennial
valuation and the actuary’s assumptions are challenged as

05,/05/2020

Funding 5 expected liabilities. 11 22 required. The actuary's most recent longevity analysis has shown
that the rate of increase in life expectancy is slowing down.
Price inflation is significantly more TREAT- 1) Actuarial valuation results show an increase in the CPI 05/05/2020
than anticipated in the actuarial assumption of 0.2% from the 2016 valuation. 2) The fund holds
assumptions: an increase in CPI investment in index-linked bonds (RPI protection which is higher
Funding 6 \ / inflation by 0.1% over the assumed 10 than CPI and other real assets to mitigate CPI risk. Moreover,
rate will increase the liability equities will also provide a degree of inflation protection.
valuation by upwards of 1.7%.
Transfers out increase significantly as 1) Monitor numbers and values of transfers out being processed. If 05/05/2020
| members transfer to DC funds to reqguired, commission transfer value report from Fund Actuary for
Funding 7 » laccess cash through new pension 10 20 application to Treasury for reduction in transfer values. 2) No
| freedoms. evidence in 2020/21 of members transferring out to DC schemes.
Employee pay increases are TOLERATE - 1) Actuarial valuation assumptions show a decrease in 05,/05,/2020
significantly more than anticipated salary increases by 0.3% from 2016. 2) Fund employers should
for employers within the Fund. meniter own experience. 3) Assumptions made on pay and price
inflation {for the purposes of 1AS19/FRS102 and actuarial
‘ ‘ valuations) should be long term assumptions. Any employer
Funding 8 10 20 specific assumptions above the actuary’s leng term assumption
\/ would lead to further review. 4) Employers to made aware of
generic impact that salary increases can have upon the final salary
linked elements of LGPS benefits (accrued benefits before 1 April
2014).
Changes to LGPS Scheme moving TOLERATE - 1) Political power required to effect the change. 05,/05,/2020
<‘ > from Defined Benefit to Defined
Funding B — Contribution 10 20
Investment managers fail to achieve TREAT- 1) The Investment Management Agreements (IMAs) clearly 05/05/2020
benchmark/ outperformance targets state WCC's expectations in terms of investment performance
owver the longer term: a shortfall of targets. 2) Investment manager performance is reviewed on a
0.1% on the investment target will quarterly basis. 3) The Pension Fund Committee should be
Investment 10 result in an annual impact of £1.5m. 9 positioned to mowve quickly if it is felt that targets will not be

&

achieved. 4) Portfolio rebalancing is considered on a regular basis
by the Pension Fund Committee. 5) The Fund's investment
management structure is highly diversified, which lesszns the
impact of manager risk compared with less diversified structures.
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Insufficient attention paid to 1) Review 155 in relation to published best practice (e.g. 05/05/2020
environmental, social and Stewardship Code) 2) Ensure fund managers are encouraged to
governance (ESG) issues, leading to engage and to follow the requirements of the published 155 3) The
reputational damage. The Council Fund is a member of the Local Authority Pension Fund Forum
declared a climate emergency in (LAPFF), which raises awareness of ESG issues and facilitates
Operational 1 September 2019, how this will effect engagement with fund managers and corporate company 18
the Pension Fund going forward is directors. 4) Following a carbon review of the Pension Fund
currently unknown. investments, the Fund may consider investing in low carbon assets.
5) An ESG and Rl Policy has been drafted for the Pension Fund.
Implementation of proposed 1) Officers consult and engage with MHCLG, LGPS Scheme Advisory 05/05/2020
i [\ changes to the LGPS (pooling) does Board, advisors, consultants, peers, various seminars and
Governance 12 not_conforr? tF> plafn or cannot be 18 .conferences..ll Of'ﬁc.ers engage in ear.l\,' planning for . 18
N achieved within laid down implementation against agreed deadlines. 3) Uncertainty
timescales. surrounding new MHCLG pooling guidance.
Increased risk to global economic TREAT- 1) Increased vigilance and continued dialogue with 05/05,/2020
stability. Qutlook deteriorates in managers as to events on and over the horizon. 2) Continued
advanced economies because of investment strategy involving portfolio diversification and risk
heightened uncertainty and setbacks contral. 3) Investment strategy review will take place in Q1 of
to growth and confidence, with 2020/21.
Investment 13 declines in il and commadity prices. 24 16
Leading to tightened financial
conditions, reduced risk appetite and
raised credit risks. Geo-political risk
as a result of events and political
uncertainty.
London CIV has inadequate 1) Pension Fund Committee Chair is a member of the shareholder 05/05/2020
resources to monitor the Committee responsible for the oversight of the CIV and can
implementation of investment monitor and challenge the level of resources through that forum.
strategy and as a consequence are Tri-Borough Director of Treasury & Pensicns is a member of the
unable to address underachisving officer Investment Advisory Committee which gives the Fund
fund managers. influence over the work of the London CIV. 2) Jason Fletcher was
I_> appointed as the permeant CIO during April and is join to begin the
\] ] role in July 2020. Jason has over 25 years worth of experience in
Governance 14 24 16

the financial services industry and held the position of CIO at the
LGPS Central pool. The LCIV have also appointed Jacquelin Jackson
as the Head of Responsible Investment and lead the pool in their
commitment to responsible investment and better understanding
LCIV clients ESG requirements. Following Kevin Cullen's retirement,
Cameron McMullen will be joining the LCIV as the new Client
Relations Director.
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Impact of economic and political 1) Barnet Waddingham uses prudent assumptions on future of 05/05/2020
decisions on the Pension Fund’s employees within warkforce. Employer responsibility to flag up
employer workforce. potential for major bulk transfers cutside of the Westminster Fund.
. < > The potential for a significant reduction in the workforce as a result
Funding 15 8 e of the public sector financial pressures may have a future impact
on the Fund. 2) Need to make prudent assumptions about
diminishing workforce when carrying out the triennial actuarial
valuation.
Il health costs may exceed “budget” TOLERATE: Review “budgets” at each triennial valuation and 05/05/2020
allocations made by the actuary challenge actuary as required. Charge capital cost of ill health
Funding 16 < > resulting in higher than expected 7 retirements to admitted bodies at the time of occurring.
liabilities particularly for smaller COccupational health services provided by the Council and other
employers. large employers to address potential ill health issues early.
Impact of increases to employer TREAT- 1) Officers to consult and engage with employer 05/05/2020
contributions following the actuarial organisations in conjunction with the actuary. 2) Actuary will assist
Funding 17 <_> valuation 13 where appropriate with stabilisation and phasing in processes.
There is insufficient cash available in TREAT: 1) Cashflow forecast maintained and monitored. 2) 05/05,/2020
the Fund to meet pension payments Cashflow position reported to committee quarterly. 3) Cashflow
Funding 18 leading to investment assets being 12 24 requirement is a factor in current investment strategy review.
sold at sub-optimal prices to meet
pension payments.
Failure to take difficult decisions TREAT-1) Officers ensure that governance process encourages 05/05/2020
inhibits effective Fund management decizion making on objective empirical evidence rather than
emotion. Officers ensure that the basis of decision making is
Governance 19 < > 12 24 grounded in the Investment Strategy Statement (155), Funding
{ } Strategy Statement (/F55), Governance policy statement and
Committee Terms of Reference and that appropriate advice from
experts is sought.
Changes to LGPS Regulations TREAT - 1) Fundamental change to LGPS Regulations implemented 05/05/2020
from 1 April 2014 (change from final salary to CARE scheme). 2)
LI Future impacts on employer contributions and cash flows will
Governance 20 < > I 18 considered during the 2016 actuarial valuation process. 3) Fund will
respond to consultation processes. 4) Impact of LGP5
(Management of Funds) Regulations 2016 to be monitored. Impact
of Regulations 8 (compulsory pooling) to be monitored.
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&

Mismatching of assets and liabilities,
inappropriate long-term asset
allocation or investment strategy,
mistiming of investment strategy.

TREAT- 1) Active investment strategy and asset allocation
monitoring from Pension Fund Committee, officers and
consultants. 2) Investmeant strategy review is currently underway
with an approved switch from equities to fixed income. 3) Setting

05/05/2020

Funding 21 1 22 | 5f Fund specific benchmark relevant to the current position of fund
liabilities. 4) Fund manager targets set and based on market
benchmarks or absclute return measures. Qverall investment
benchmark and out-performance target is fund specific.
Financial loss of cash investments TREAT - 1) Policies and procedures are in place which are regularly 05/05/2020
from fraudulent activity. reviewed to ensure risk of investment loss is minimised. Strong
L t governance arrangements and internal control are in place in
Financial 72 < 11 22 respect of the Pension Fund. Internal Audit assist in the
implementation of strong internal controls. Fund Managers have to
provide annual SSAELG and ISAE3402 or similar documentation
[statement of internal controls).
Failure to hold personal data TREAT - 1) Data encryption technology is in place which allow the 05/05/2020
< lr—: > securely in breach of General Data secure transmission of data to external service providers. 2)WCC IT
Operational 23 Protection Regulation (GDPR) 11 22 data security policy adhered to. 3) Implementation of GDPR.
legislation.
Failure to comply with legislation TREAT: 1) Officers maintain knowledge of legal framework for 05/05,/2020
J leads to ultra vires actions resulting routine decisions. 2) Eversheds retained for consultation on non-
Governance | 24 < > in financial loss and/or reputational 11 22 | outine matters.
damage.
Failure of an admitted or scheduled TREAT: 1) Transferee admission bodies required to have bonds or 05/05/2020
. <;> body leads to unpaid liabilities being guarantees in place at time of signing the admission agreement.
Funding = ] left in the Fund to be met by others. 1 = Regular monitoring of employers and follow up of expiring bonds.
A change in government may result TREAT: 1) Maintain links with central government and national 05/05/2020
. < > in new wealth sharing policies which . bodies to keep abreast of national issues. Respond to all
Regulation 26 - ) . 11 22 . .
could negatively impact the value of consultations and lobby as appropriate to ensure consequences of
the pension fund assets. changes to legislation are understood.
Change in membership of Pension TREAT - 1) Succession planning process in place. 2) Ongoing 05/05,/2020
Fund Committea leads to dilution of training of Pension Fund Committee members. 3) Pension Fund
Governance 27 member knowledge and 5 20 Committee new member induction programme. 4] Training to be
understanding based on the requirements of CIPFA Knowladge and Skills
Framework under designated officer.
Inadequate, inappropriate or TREAT: 1) At time of appointment ensure advisers have 05/05/2020
incomplete investment or actuarial appropriate professional qualifications and quality assurance
Governance 28 10 20

advice is actioned leading to a
financial loss or breach of legislation.

procedures in place. Committee and officers scrutinise and
challenge advice provided.
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Operational

29

Financial failure of third party
supplier results in service
impairment and financial loss

10

20

TREAT - 1) Performance of third parties (other than fund managers)
regularly monitored. 2) Regular meetings and conversations with
global custodian (Northern Trust) take place. 3) Actuarial and
investment consultancies are provided by two different providers.

05/05/2020

Investment

30

Failure of global custodian or
counterparty.

10

20

TREAT: 1) At time of appointment, ensure assets are separately
registered and segregated by owner. 2) Review of internal contral
reports on an annual basis. 3) Credit rating kept under review.

05/05/2020

Operational

31

Financial failure of a fund manager
leads to value reduction, increased
costs and impairment.

10

20

TREAT - 1) Fund is reliant upon current adequate contract
management activity. 2) Fund is reliant upon alternative suppliers
at similar price being found promptly. 3) Fund is reliant on LGIM as
transition manager. 4) Fund has the services of the London
Collective Investment Vehicle (LCIV).

05/05/2020

Investment

32

Global investment markets fail to
perform in line with expectations
leading to deterioration in funding
levels and increased contribution
requirements from employers.

10

20

TREAT- 1) Proportion of total asset allocation made up of equities,
bonds, property funds, infrastructure and fixed income, limiting
exposure to one asset category. 2) The investment strategy is
continuously monitored and periodically reviewed to ensure
optimal risk asset allocation. 3) Actuarial valuation and strategy
review take place every three years post the actuarial valuation. 4)
I1A519 data is received annually and provides an early warning of
any potential problems. 5) The actuarial assumption regarding
asset outperformance is regarded as achievable over the long term
when compared with historical data.

05/05/2020

Governance

33

Officers do not have appropriate
skills and knowledge to perform
their roles resulting in the service
not being provided in line with best
practice and legal requirements.
Succession planning is not in place
leading to reduction of knowledge
when an officer leaves.

10

20

TREAT: 1) Person specifications are used at recruitment to appoint
officers with relevant skills and experience. 2) Training plans are in
place for all officers as part of the performance appraisal
arrangements. 3) Shared service nature of the pensions team
provides resilience and sharing of knowledge. 4) Officers maintain
their CPD by attending training events and conferences.

05/05/2020

Governance

34

Failure to comply with legislative
requirements e_g. IS5, FS5,
Governance Policy, Freedom of
Information requests.

10

20

TREAT - 1) Publication of all documents on external website. 2)
Managers expected to comply with 155 and investment manager
agreements. 3) Local Pension Board is an independent scrutiny and
assistance function. 4) Annual audit reviews.

05/05/2020

Operational

35

Inaccurate information in public
domain leads to damage to
reputation and loss of confidence.

Treat: 1) Ensure that all requests for information (Freedom of
Infarmation, member and public questions at Council, etc) are
managed appropriately and that Part 2 Exempt items remain so0. 2)
Maintain constructive relationships with employer bodies to
ensure that news is well managed. 3) Stage AGM every year.

05/05,/2020
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Scheme matures more guickly than TREAT: 1) Review maturity of scheme at each triennial valuation. 05/05/2020
J expected due to public sector Deficit contributions specified as lump sums, rather than
Funding 6 < > spending cuts, resulting in 18 percentage of payroll to maintain monetary value of contributions.
contributions reducing and pension 2) Cashflow position monitored monthly.
payments increasing.
Committee members do not have TREAT: 1) External professional advice is sought where required. 05/05/2020
> appropriate skills or knowledge to Knowledge and skills policy in place (subject to Committee
Governance | 37 | < ) ) - i 18
discharge their responsibility leading Approval).
to inappropriate decisions.
Failure to comply with TREAT - 1) Ensure that a cooperative, effective and transparent 05/05/2020
recommendations from the Local dialogue exists between the Pension Fund Committee and Local
| Pension Board, resulting in the Pension Board.
Governance 38 < > matter being escalated to the 18
scheme advisory board and/or the
pensions regulator
Loss of flexibility to engage with TREAT: 1) More reliance on investment advisor to keep Officers 05,/05/2020
Fund Managers and loss of elective and Committee updated. Officers are considering other financial
professional status with any or all of institution outside of the current mandates to ‘opt up” with. 2)
the existing Fund managers and Maintaining up to date information about the fund on relevant
counterparties resulting in platforms. 3) Fund can opt up with prospective clients. 4) Keep
Regulation 39 reclassification. (The Fund is a retail guantitative and gualitative requirements under review to ensure
client to counterparties unless opted that they continue to meet the requirements. There is a training
up). programme and log in place to ensure knowledge and
understanding is kept up to date. 5) Existing and new Officer
appointments subject to requirements for professional
gualifications and CPD.
Procurement processes may be TREAT - 1) Ensure that assessment criteria remains robust and that 05,/05,/2020
challenged if seen to be non- full feedback is given at all stages of the procurement process.
compliant with QIEU rules. Poor
Operational 40 <;> specifications lead to dispute.
1 Unsuccessful fund managers may
seek compensation following non
compliant process.
The level of inflation and interest TREAT: 1) Review at each triennial valuation and challenge actuary 05,/05/2020
. <:> rates assumed in the valuation may as required. Growth assets and inflation linked assets in the
Funding 41

be inaccurate leading to higher than
expected liabilities.

portfolio should rise as inflation rises.
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COVID-13 affecting the day to day functions of the Pensions
Administration services including customer telephony service,
payment of pensions, retirements, death benefits, transfers and
refunds.

TREAT 1) The Pensions Administration team have shifted to working from home. 2) The
administrators have prioritized death benefits, retirements including ill health and
refunds. If there is any spare capacity the administrators will prioritise transfers and
divorce cases. 3] Revision of processes to enable electronic signatures and configure the

Fund accounting not being possible.

members as they are due. 3) Officers undertaking additional testing and reconciliation

Admin NEW 9 05052020
telephone helpdesk system to work from home. 4) Maintain regular contact with the
Surrey administration team.
Administrators do not have sufficient staff or skills to manage TREAT 1) Surrey OC administers pensions for Surrey, Ezst Sussex, LB Hillingdon and the
. the service leading to poor performance and complaints. There Tri-Borough. 2) Officers will continue to monitor ongeing staffing changes at Surrey CC.
Admin <_> is 3 concern regarding the high level of senior management 8 3} Ongoing menitoring of contract and KPls. 4) Nick Weaver was appointed as Head of 05/05/2020
departures. Pensions Administration in Q4 of 2013/20.
Structural changes in an employer's membership or an employer TREAT 1) Administering Authority actively monitors prospective changss in
fully/partially closing the scheme. Employer bodies transferring miembership. 2) Maintain knowledge of employer future plans. 3) Contributions rates
out of the pension fund or employer bodies closing to new and deficit recovery periods set to reflect the strengeh of the employer covenant. 4)
Admin <:> membership. An employer ceases to exist with insufficient g Periodic reviews of the covenant strength of employers are undertaken and indemnity 18 05,/05,/2020)
funding or adequacy of bond placement. applied where appropriate. 5] Risk categorisation of employers part of 2019 actuarial
valuation. &) Monitoring of gilt yields for assessment of pensions deficit on a
termination basis.
Concentration of knowledge in a small number of officers and TREAT 1) Practice notes in place. 2) Development of team members and succession
1 rizk of departure of key staff. planning improvements to be implemented. 3) Officers and members of the Pension
Admin < > 7 21 Fund Committee will be mindful of the proposed CIFFA Knowledge and Skills 05/05,/2020)
Framework when setting objectives and establishing training needs.
Incorrect data due to employer emror, user error or historic error TREAT 1) Update and enforce admin strategy to assure employer reporting compliance.
leads to service disruption, inefficiency and conservative 2} Implementation and monitoring of a Data Improvement Plan as part of the Service
Admin actuarial assumptions. 11 22 Specification between the Fund and Orbis. 05f05f2020
TREAT 1) Northern Trust provides 3rd party validation of performance and valuation
data. Admin team and members are able to interrogate data to ensure acouracy.
Loss of funds through fraud or misappropriation leading to TREAT 1) Third parties regulated by the FCA and separation of duties and independent
< »|megative impact on reputation of the Fund as well as financial reconciliation processes are in place. 2) Review of third party internal control reports. 3)
. loss. Regular reconciliations of pensions payments undertaken by Pension Finance Team. 4)
Admin 10 20 | o ricdic intemal audits of Pensions Finance and HR Teams. 5) Internal Audits during 05/05/2020
2018/1% showed satisfactory assurance with recommendations implemented during
the year.
Failure of fund manager or other service provider without notice TREAT 1) Contract monitoring in place with all providers. 2) Procurement team send
. rezulting in a period of time without the service being provided alerts whenever credit scoring for any provider changes for follow up action. 3) Take
Admin <:> or an alternative needing to be quickly identified and put in 3 s advice from the investment advisor on manager ratings to inform decisions on asset 05/05/2020
place. Managers.
Mon-compliance with regulation changes relating to the pension TREAT 1) The Fund has generally good internal controls with regard to the management
scheme or data protection leads to fines, penalties and damage of the Fund. These controls are assessed on an annual basis by internal and external
:11 to reputation. audit as well as council officers. 2) Through strong governance arrangements and the
Admin > g 16 active reporting of issues, the Fund will seek to report all breaches as soon as they 05,/05,/2020)
occur in order to allow mitigating actions to take place to limit the impact of any
breaches. 3) Staff have had mere time to work on the implementation of GDPR.
Failure of financial system leading to lump sum payments to TREAT 1) Contract in place with HCC to provide service, enabling smooth processing of
Admin <:> scheme members and supplier payments not being made and 3 o= supplier payments. 2] Process in place for Surrey CC to generate lump sum payments to 05,/05/2020

work to verify accounting transactions.
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Admin

10

Inability to respond to a significant event leads to prolonged
service disruption and damage to reputation.

TREAT 1) Disaster recovery plan in place as part of the Service Specification between
the Fund and Surrey County Council 2] Ensure system security and data security is in
place 3) Business continuity plans regularly reviewed, communicated and tested 4)

Internal control mechanisms ensure safe custody and security of LGPS assets. 5) Gain
assurance from the Fund's custodian, Northern Trust, regarding their cyber security
compliance.

05,/05/2020)

Admin

11

Poor reconciliation process leads to incorrect contributions.

TREAT 1) Ensure reconciliation process notes are understeod by Pension Fund team. 2)
Enzure that the Pension Fund team iz adequately resourced to manage the
reconciliation process. 3) Contributions reconciliation is undertaken by the pensions
team.

05,/05/2020)

Admin

12

Failure of pension payroll system resulting in pensioners not
being paid in a timely manner.

TREAT 1) In the event of a pension payroll failure, we would consider submitting the
previous months BACS file to pay penszioners a second time if a file could not be
recovered by the pension administrators and our software suppliers.

05//05/2020)

Admin

13

Failure to detect material emors in the bank reconciliation
process.

TREAT 1) Bank reconciliation carried out in-house by the pensions team, alongside the
'WCC income management team.

05//05/2020)

Admin

14

Failure to pay pension benefits accurately leading to under or
over payments.

TREAT 1) There are occasional circumstances where underfover payments are
identified. Where underpayments occur, arrears are paid as soon as possible, usually in
the next monthly pension payment. Where an overpayment oocurs, the member is
contacted and the pension corrected in the next month. Repayment is requested and
sometimes we collect this over a number of months.

05,/05/2020)

Admin

15

Unstructured training leads to under developed workforce
resulting in inefficiency.

TREAT 1) Implementation and monitoring of a 3taff Training and Competency Plan as
part of the Service Specification between the Fund and Surrey County Council. 2)
Officers regularly attend training events and conferences. 3) Officer in place to record
and organise training sessions for officers and members.

05,/05/2020)

Admin

16

Failure of pension administration system resulting in loss of
records and incorrect pension benefits being paid or delays to
payment.

TREAT 1) Pension administration records are stored on the Surrey CC servers who have
a disaster recovery system in place and records should be restored within 24 hours of
any issue, All files are backed up daily.

05,/05/2020)

Admin

17

Lack of guidance and process notes leads to inefficency and
EITOrs.

TREAT 1) Ensure process notes are compiled and circulated in Pension Fund and
Administration teams.

05,05 /2020

Admin

18

Lack of productivity leads to impaired performance.

TREAT
1) Regular appraisals with focused objectives for pension fund and admin staff.

05,05 /2020

Admin

15

Rise in ill health retirements impact employer organisations.

TREAT 1) Engage with actuary re assumptions in contribution rates.

05,/05/2020)

Admin

20

Rise in discretionary ill-health retirements claims adversaly
affecting self-insurance costs.

TREAT 1) Pension Fund monitors ill health retirement awards which contradict IRMP
recommendations.

05,05 /2020

Admin

21

Failure to identify GMP liability leads to ongoing costs for the
pension fund.

TREAT 1) GMP identified as a Project as part of the Service Specification between the
Fund and Surrey County Council, with minimal effect on the Fund.

05,/05/2020|
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Pension Administration Strategy
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1. Introduction

The delivery of a high quality, cost effective pensions
administration service is not just the responsibility of
the Administering Authority (Westminster City
Council), it also depends upon collaborative working
with all stakeholders to ensure that Scheme members,
and other interested parties, receive the appropriate
level of service and ensure that statutory requirements
aremet.

The aim of this Pension Administration Strategy (PAS)
is to ensure that the Administering Authority along
with their Admitted and Scheduled body employers
are aware of their responsibilities under the Local
Government Pension Scheme (LGPS).

This documentalso shows the relationship and details
the split of responsibilities between the Administering
Authority and the Admitted and Scheduled body
employers (Employers).

For clarity Westminster acting as Administering
Authority (WAA) for the pension fund will treat
Westminster the main fund employer (WFE) exactly
the sameas all the other fund employers.

It should be noted that the Administering Authority is
working with Surrey County Council (SCC) to provide
the main pension administration service to all fund
employersundera 101 shared service arrangement.

Throughout this document contractual and best
practice levels of performance are referenced withthe
aim of incrementallyimproving the provision of timely
accurate data and levels of pension administrative
services.

Failure to comply with the standards shown in this
document could result in charges being levied by the
Administering Authority to Employers in accordance

with the terms set out in the schedule of charging in
Section 6.

2. Pension Administration Strategy Statement

This statement sets out the aims and objectives of the
PAS and references other documents which together
make up the overall pensions administration

management system.

Statutory background

Regulation 59 of the Local Government Pension
Scheme Regulations 2013 (LGPS 2013) enables an
Administering Authority to prepare a document
detailing administrative standards, performance
measurement, data flows and communication vehicles
with Employers.

Regulation 70 of the LGPS 2013 allows an
Administering Authority to recover costs from an
Employer where costs have been incurred because of
an Employer’s non-compliant level of performance in
carryingoutits functionsunder the Regulations.

Aims & Objectives

In creating this strategy, the aim of the Administrating
Authority is to have in place a pension management
system that meets the needs of the stakeholders by:
e clarifying the roles and responsibilities of all
the major stakeholders
e ensuring the services provided by all the
major stakeholders are accessible, equitable
and transparent
e assisting Employers to provide the effective
provisionof timely and accurate data

To supportthese aims this PAS documentintroduces:
e thestandard of expected service between the
Administrating Authority and Employers

e 3 schedule of charges that apply when
standards of service fall below expectations

e 3 strategy in place to develop web enabled
services for Employers andemployees.

Other documents which make up the overall strategy

e |ocal Government Pension Scheme
Communications Policy

3. Roles and responsibilities

Administering Authority

Theresponsibilities of the Administering Authority are:

1. To decide how any previous service or
employment of an employee is to count for
pension purposes, and whether such service
is classed as a 'period of membership".

2. To notify each member regarding the
counting of membership in the scheme
following notification from the member’s
employer of therelevant service details.

3. To set up and maintain a record for each
member of the scheme which contains all the
information necessary to produce an
accurate benefit calculation following the
employer providing useable and accurate
financial data.

4. Tocalculateand pay the appropriate benefits
at the correct time, based on membership
details held the termination date and the final

pay details provided bythe employer whenan
employee ceases employment, or ceases
membership of the Scheme.
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10.

11.

12.

To supply beneficiaries with details of their
entitlements including the method of
calculation.

To set up and maintain a record for each
pensioner member.

To increase pensions periodically in
accordance with the provisions of Pensions
Increase Actsand Orders.

To pay benefits to the correct beneficiaries
only and to take steps to reduce the
possibility of fraud taking place.

To ensurethat sufficientinformation is issued
to satisfy the requirements of Regulation 61
of the LGPS 2013. This relates to fund
communication more details are contained
within section 4 of this document or
alternatively see the communications policy
which is also available on the Westminster
Pension fund website.

To maintain an appointed person for the
purposes of the scheme internal dispute
resolution procedure (IDRP). The appointed
person will in general be the Director of
People Services or where the Director had
previously been involvedin the case an officer
of equivalent level will be asked to make a
determination. The appointed person will be
able to access advice from the funds
appointed legal advisors where necessary.

To appoint all necessary advisors to enable
the appointed person to perform the duties
required by the IDRP.

To appointan actuaryfor the purposes of the
triennial valuation of the Pension Fund and

13.

14.

15.

16.

17.

provide periodical actuarial advice when
required.

To arrange and manage the triennial
valuation of the pension fund.

To ensure compliance with the Data
Protection Act 1998.

The Administering Authority and it’s agents
will respond to queries from employers
external or internal auditors within 5 working
days or advise when a full response can be
sentif not possible within that time frame.

The Administering Authority and it’s agents
will respond to relevant Freedom of
Information requests within 14 working days
if possible or advise when afull response can
besent if not possible withinthat time frame.

The Administering Authority will reply to any
Pension Ombudsmanquery within30 days of
receipt or advise of reason for furtherdelay.

Employers

The main duties of the Employer are:

To decide who is eligible to become a
member of the Scheme. The employer must
abide by any admission agreement entered
into with the administering authority if
applicable. If there is a closed admission
agreement only the named employees can be
entered into the LGPS.

To decide whether that person is employed in
a full time, part time, variable time or casual
capacity. If the employee is part time the
employer must determine the proportion

10.

which the employees’ contractual hours
relate to the hours of acomparable full time,
employee.

To determine the pay of employees for the
purposes of calculating the pension
contributions.

To determine final pay for the purposes of
calculating benefits due from the Scheme.

To issuea notification to any employees who
cannot become members of the Scheme
explaining thereason(s) why.

Where, after reasonable efforts, an employee
fails to provide information relating to
previous service, provide basic information to
the AdministratingAuthority.

At cessation of membership of the Scheme, to
determine the reason for leaving and
entitlement to benefit and notify the
Administrating Authority and the Scheme
member of the decision.

To supply timely and accurate informationto
the Administrating Authority to ensure the
correct calculation of benefits payable from
the Scheme.

To deduct Additional Voluntary Contributions
(AVCs) froma member's pay and pay over to
the providerwithinthe statutory deadlines.

To be responsible for exercising the
discretionary powers given to Employers by
the regulations. These regulations also
require the Employer to publish its policy in
respect of these key discretions.
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11.

12.

13.

14.

15.

16.

17.

To provide a notice, drawing the employee's
attention to their right of appeal under the
LGPS, with any statement issued to an
employee relating to any decision made
abouttheScheme.

To use an Independent Registered Medical
Practitioner qualified in Occupational Health
medicine that has been approved by the
Administrating Authority in determining ill
health retirement.

To repay to the Scheme member any
incorrectly deducted employee's
contributions.

To provide the Administrating Authority with
Monthly and Year-end information as at 31
March each year in an approved format.

To provide the Administrating Authority with
an audited copy of the final statement which
shall also contain the name and pensionable
pay of each employee who is an active
member, the amounts which represent
pension deductions from pay for each of
those employees and the periods covered by
the deductions and any other information
requested. The information should also
distinguish those amounts representing
deductions for voluntary contributions and
the employees paying those voluntary
contributions.

To be responsible for complying with the
requirements for funding early retirement for
whatever reason as required by the
Administering Authority using actuary factors.

To cover any professional costs for legal or
actuarial services that are incurred by the

18.

19.

20.

21.

22.

administering authority on behalf of any
employer investigating any amendment in
relation to its members of the scheme. An
example of this would be where an
(transferee) employer wishes to tupe eligible
staff to another employer (transferor) and the
transferor wishes to become an admitted
body within our fund. The transferee
employer would be expected to meet the
actuarial and legal costs associated with the
process and will be invoiced for this. Costs
may occur in other circumstances where
employers require an individual response on
either a legal or actuarial matter.

Pay the Administrating Authority interest on
payments due from the Employer which are
overdue by morethan one month.

Wherea member |leavesthe Scheme and full
contributions have not been deducted for
whatever reason, immediately make payment
of outstanding member's and Employer's

contributions to the Administrating Authority.

To ensure compliance with Data Protection
Act1998.

The employer and it’s agents will respond to
gueries from the Administering Authorities
external or internal auditors within 5 working
days or advise when a full response can be
sentif not possible within thattime frame.

The employer will reply to the Administering
Authority on any query relating to a Pension
Ombudsman issue with 14 days of request to
allow the Administering Authority to respond
to the Pension Ombudsman.

23. The employer must advise the Administering
Authority of any change of contact details for
the payroll or finance functions for
communication purposes.

24. The employer is responsible for all Auto
enrolment functions and must advise the
Administering Authority of anyone auto
enrolled as per the normal new starter
process. Employersare advised to contact the
pension regulator directly if they have any
gueries see link to website.
http://www.thepensionsregulator.gov.uk/

4. Liaison, engagement and communication strategy

The Administrating Authority will issue and annually
review their Local Government Pension Scheme
Communications Policy

The policy will include a strategy for communicating
with:

e Scheme Members

e  Members’ Representatives

e  Prospective members

e Employers participating in the Fund

This policy document will set out the mechanisms that
the Administrating Authority will use to meet their
communication responsibilities it will also include
details of whatis communicated andthe frequency.

Annually the Administrating Authority will issue an
engagement plan that will include events for
employers, members of the scheme and perspective
members of the scheme.

The Communications policy will be updated on the
Westminster Pension Fund where it can be found
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http://www.thepensionsregulator.gov.uk/

under the Forms and Publications sub heading under
the About us main tab.

See link to the pension fund website below.

http://www.wccpensionfund.co.uk/

5. Standard of expected service between the
Ad ministrating Authority and the employers

Who

Administration Description

Performance Targets

New Starters and Transfers In

Mew starter:

The Employer must advise all
eligihle employees of their
membership of the scheme.
Members should be given the
details of the Pension Fund
websile

http-/fwew weecpensicnfund. co ukd

Members must be advised that
transfers into the scheme must be
requested in the first year of joining
or thereafter at their employer’s
discretion.

Members must be advised that all
necessary forms and contact
details are available on the
Pension Fund wehsite.

On the first day of the members employment if
not provided prior to the start.

Mew scheme member:

Employer to send to the
Administrating Authority the details
of the new member. Completing
the new starter form available on
the website or by sending a file in
an approved format by WAA to
SCC.

Details to be provided to SCC by the last
working day of the month following the first
payroll deduction of pension.

AA

New scheme member
Administrating Authority to create a
new pensions record from the
completed notification from the
Employer.

By the last working day of the month following
the data submission by the employer.

AA | New scheme member:
Administrating Authority fo request | Within 30 days of receipt of authorisafion from
a transfer quote from the new the employee. If fransfer factors are currently
member's previous scheme. available. If not the member is to be advised of

the delay within the same timescale.

AA | New scheme member:
Administrating Authority to credit Within 30 days of receipt of payment from
member record with membership previous scheme.
due from transfer of previous
pensicn benefits.

AA | New Scheme member:
Motification of service purchased Within 30 days of receipt of the all the
by an incoming transfer to be information
provided to the scheme new
member.
Existing members and schemes

AA | Changes to data which matenally Within 30 days of occurrence or receipt of all
affect actual or potential benefit necessary information, whichever is later.
calculations to be processed and
provided to the member
concemed.

AA | Admissions and Inter Fund Within 30 days of receipt of all necessary
Adjustment (IFA) in to be notified information.
io the members concemed.

AA | Transfers and Inter Fund Within 30 days of receipt of all necessary
Adjustment IFA out to be nofified to | information
the receiving scheme.

AA | The terms of purchasing additional | Within 15 days of receipt of all necessary
pension to be notified to the information.
member concemed.

AA | Refund of contributions, where due | Within 14 days of receipt of all necessary
under the Regulations, to be infarmation
calculated and paid.

AA | Upon notification of a death Within 1 working day of receipt of all necessary
notification of a pensioner; information
arrangements put in place for
pension payments fo cease
immediately.

AA | Letters will be sent to next of kinor | Within 5 days of receipt of notification of a death

other relevant party.

Setting up of any dependents
pension.

or within 5 days of receipt of all relevant
information.

Within 14 days of receipt of all necessary
information.
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http://www.wccpensionfund.co.uk/

Leavers and Transfers out

Pensioners
AA | Payslips:
Every pensioner to receive a Pensioners can access all their payslips via the
monthly pension advice payslip in member self-service option on the website.
the months of April and May. http:/iwww.wccpensionfund.co.uk/ 3 Working
Thereafter, a hard copy payslip will | days prior to pay day.
he generated only where the net
pension alters by ten pounds (£5)
or more from the previous month.
AA | Increases:
Motify the pensioners of the | Inthe month of the payment increase.
increase and its effect on their
pension by standard letter.
Advisory & Communications
AA | Contact centre
Answer phone calls and deal with | On working days between the hours of 9.00 am
queries from members and | and 5.00 pm.
employers.
Complaints
AA | All complaints to be acknowledged. | Within 5 working days.

A full wnitten response fo a
complaint must be sent to the
complainant.

Within 20 working days of its receipt by Surrey,
subject to all necessary information being
available to Surrey to enable a full response to
be given.

E Leaver:

Employer to send the By the Last working day of the month following
Administrating Authority a the maonth in which the members final
completed leaver notification. pensionable pay was processed.

AA | Leaver:
Administrating Authority o issue a | Within 30 days of receipt of all necessary
statement of deferred benefits as information.
appropriate.

AA | Leaver:
Administrating Authority fo issue Within 30 days
quote for Cash Equivalent Transfer | days of receipt of all necessary information.
Value (CETV).

E Retirements: By the final working day of the month in which
Employer to send the the members final pay is processed but
Administrating Authority a employers should be looking to provide leavers
completed notification.

final details to SCC before the member leaves if
possible to do so.

AA | Retirements:

Administrating Authority fo send Within 5 working days of receiving notification
henefit options to member together | from the Employer.

with relevant forms required for

payment of retirement benefits.

AA | Retirements:

Administrating Authority to arange | Within 5 working days of receiving all required
the payment of Lump Sum. information from the Employer and the Member.

AA | Retirements:

Administrating Authority to arange | The pension to he processed on the next
payment of Annual Pension (paid available pay period following the release of any
monthly). lump sum and the member notified in writing.

AA | Deferred Benefits Into Payment:

Administrating Authority to send a | Within one month of the potential due date of
letter to the leaver that includes the | any benefit into payment SCC will write to the
henefits that are payahle andfor member.
the opficns for early payment
(together with relevant forms to
enable payment).
Deductions
E Maonthly deductions:

Employer to send funds and
schedule of deductions from salary
to the Administering Authority.

By the 15th day of the month following the
month in which contributions were deducted.
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6. Pensions Administration Strategy - Schedule of
Charging

Westminster acting as Administering Authority (WAA)
wishes to support it’s fund employers to enable them
to provide all relevant data to both members and to
WAA as per the requirements of the PAS set out above.
Any employer who is unclear on the requirements of
the PAS or is struggling with any aspect of the
requirements should inform WAA of any concern as
soon as possible, WAA will provide support where it
can. WAA’s first priorityis to ensure compliance for the
benefit of members and employers, ensuring that
accuratedatais stored formembers. That pensioncan
be processed quickly and accurately when required
and that WAA and it's employers all meet their
statutory obligations.

Where additional costs have been incurred by the
Administrating Authority as a direct result of an
Employer’s poor performance these costs will be
recovered fromthe Employer.

The Administrating Authority will give the reasons for
doingsoinaccordance with the regulations.

In addition to the schedule below other circumstances
could generateacharge:

e Instances where the performance of the
Employing Authority has resulted in fines
being levied against the Administering
Authority by the Pension Regulator, Pensions
Ombudsman, HMRC or other regulatory
body.

e Additional costincurred in providing specialist
third party advice in administering the
Scheme on behalf of the employer, including
but not exclusive to actuarial services,

occupational medical practitioner services
and legal services.

e Persistentfailureto resolveissuesin a timely
and satisfactoryfashion.

In these circumstances the Administrating Authority
will set out the calculations of any loss or additional
cost incurred, in writing, stating the reason for the
cost(s) and the basis for the calculation.

WAA will monitor aspects of the PAS on a quarterly
basis, the aspect monitored may change and not all
employers data will necessarily be reviewed on each
occasion. WAA will be reviewing data from SCC to
ensure it’'s own compliance which will be reported on
to the Pension fund Committee and the Pension board.

WAA will also seek evidence from SCC of employer
compliance with the PAS but may also request data
directly from the employer who will be expected to
respond with relevant evidence or assurance of
compliance where relevant. If an employer does not
respond to any request for information within 30 days
of request then this will also be chargeable at £200an
occasion.

Administration Description

Mew Starters and Transfers In

Performance Targets

Charge

New scheme member:
Employer to send to the
Administrating Authority the details the start date.
of the new member.

Within 25 working days after

£50 per case

Leavers and Transfers out

Scheme Leaver:

Authonty a completed leaver
nofification. Scheme.

Employer to send the Administrating | Within 25 working days from
the employee’s last day in the

£50 per case

Retirements:

Authority a completed nofification.
work.

Employer to send the Administrating | At least 15 working days
hefore their final paid day of

£50 per case

Deductions

Monthly deductions:

Employer to send funds and
schedule of deductions from salary
to the Administering Authority.

Payment of Other Sums Due:
Employers should make payment of
any invoiced sums as set out within
this PAS within 30 days of invoice
date.

By the 19th day of the month
following the month in which
contributions were deducted.

£100 per instance of
late payment.
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7. Strategy to develop web enabled services for
employers and employees.

In  2016/17 the Administrating Authority will
implement, develop and engage employers in an on
line portal. Initially, the portal will be used for data
sharing with  employers and  information
communicationwith employees.

Whilst forms will be restricted to being downloaded
completed and resent, it is anticipated that the portal
will be developed to allow members of the scheme to
self-serve e-forms direct to the scheme administrators.

8. Further Information

Sarah Hay

Pensions and Payroll Officer
11t Floor

64 Victoria Street

London

SW1E6QP

Email: shay @ westminster.gov.uk
Tel: 0207 6416015
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mailto:shay@westminster.gov.uk

Annual Report of the Pension Board 2019/20

The role of the local pension board is to assist the
scheme manager (the administering authority) in
securing compliance with:

e Theschemeregulations
e Other governance and administration

legislation

e Any requirements of the Pensions Regulator
(tPR)

e Additional matters, if specified by scheme
regulations

The Local Pension Board is required to have an equal
number of representatives from employers and
scheme members. They may also have other types of
members, such as independent experts, but such
members will nothave avote.

Thelaw requires Local Pension Board members to have
knowledge and understanding of relevant pension
laws, and to have a working knowledge of the LGPS, its
governance and documentation. Whereas the role of
the Pension Fund Committee usually involves carrying
out a decision-making function, members of Local
Pension Boards should focus onthe processes involved
in running the fund. For example, are policies and
procedures up-to-date, are the requirements of the
Pensions Regulator being met and is the Fund following
recognised best practice.

At a national level, there is also the LGPS Scheme
Advisory Board (SAB). This consists of representatives
fromacross a broad spectrum of LGPS stakeholders. its
purpose is to encourage best practice, increase
transparency and coordinate technical and standards
issues by being reactive and proactive. Separate SABs

exist for the schemes in England and Wales, Scotland
and Northern Ireland.

Employer Representatives

e Councillor Tim Mitchell (Westminster,
Conservative)

e Councillor Guthrie McKie, Vice Chairman
(Westminster, Labour)

e MarieHolmes (The Grey Coat Hospital)

Scheme Member Representatives

e Terry Neville OBE, Chairman of Local Pension
Board

e ChristopherSmith (Westminster, UNISON)

e ChrisWalker

Duringthe year 2019/20 the Board met four times:

e 13May2019

e 9July2019

e 27 November 2019
e 3 March2020

During the year, the Board had a varied and extensive
work programme covering the following areas:

e The monitoring of quarterly fund investment
performance

e Reports detailing the Fund’s financial
management, including cash flow and
scrutiny of the fund risk register

e Pensions Administration Key performance
indicators
e Pension Fund costs

Other notable examples of work that the Board
covered during the year:

e The Board had full sight of the Fund's
Triennial Actuarial Valuation process and
were given the opportunity to comment to
the Fund’s actuary. This included oversight of
the draft indicative results, along with the
final Funding Strategy Statement and
Investment Strategy Statement.

e A review of the assessment of the fund's
Carbon Exposure Review as part of the wider
environmental social and governance (ESG)
issues facing pension funds. This report was
initially prepared by the Fund’s investment
advisor (Deloitte) for the Pension Fund
Committee.

e (ritically reviewed the performance of
external  providers and  subsequent
appropriateactionto secureimprovement.

The Board underwent the following training in the
year:

e Patheon delivered a session onInfrastructure
as an asset class. Topics discussed were the
risk and return spectrum, how risks differ
from traditional assets and how these
characteristics are aligned with long term
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investors. The Board were also presented
with case studies of various transactions that
Pantheon has undertaken on behalf of its
clients.

e The London CIV presented a trainingitemon
ESG. This was a useful refresher on the UN
Sustainable Development Goals, different
type of ESG investments, and the London
ClV's commitment to providing ESG
compliantsolutions.

e RBC Global Asset Management presented a
session on investment risk and risk
management. This session introduced various
risks, the purpose and risk of investing, the
need to diversify, and how to measure and
monitor risk.

The Local Pension Board also attended a bespoke
event during the year:

e On 26 June the board attended an event
exclusively for Local Pension Board members
held by Barnett Waddingham and CIPFA. This
one-day event was a useful opportunity to
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hear the latest updates on governance and
the LGPS from key industry representatives,
to look ahead to the key issues facing Local
Pension Boards and was a good opportunity
to network with Local Pension Board
members from other Funds.

Terry Neville, Chair of Westminster Local Pension Board

June 2020
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