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EXECUTIVE OVERVIEW

Welcome to the Pension Fund Annual Report for 2022/23.

Councillor Khan
Chair of the Pension Fund Committee

In my first report in last year’s Annual Report | expressed the challenges that lay ahead as the
markets were reeling from the invasion of Ukraine by Russia and there were concerns over potential
global recession. Sadly the war in Ukraine continues and this has had implications not only to
investors but to households too as a consequence of rising energy prices and the knock-on effect
in other areas as well as rising bank interest rates. The UK markets have also had a turbulent time
as a consequence of the country having three different prime ministers, although other countries
have also had a torrid time over the past twelve months.

Despite all the gloomy news there was some good news. The results of the 2022 Valuation were
received and | was delighted to see that the Actuary has calculated that the Fund is now 99%
funded. Whilst the outcome of the valuation was warmly received by the majority of the employers
in the fund as their contribution rates reduced, this has led to the opportunity for a complete review
of our Fund’s Investment Strategy.

I am still of the belief that climate change is one of the biggest challenges facing the world which
has resulted in organisations and individuals looking at ways to reduce their impact on the
environment. So | would expect this will be a key-driver in the investment strategy review
particularly as we would aim to have a plan to be net-zero within a time frame that is affordable
and achievable without exposing the fund to increased risk. The Redbridge Pension Fund
continues to be a member of the Local Authority Pension Fund Forum (LAPFF). This Forum works
alongside other organisations to tackle, amongst other things, climate change by encouraging
companies to bring about positive changes to their working practices. The Committee receives
regular updates on the activities of the LAPFF and | hope that as investors we are able to continue
to use our influence to make change happen.

More details of the activities of the Committee can be found on pages 9 and 10.



MANAGEMENT STRUCTURE

The London Borough of Redbridge Pension Fund is part of the Local Government Pension Scheme
(LGPS). The LGPS is governed by statute and is kept under review by the Department for Levelling
Up Housing and Communities (DLUHC).

The London Borough of Redbridge is the Administering Authority for the London Borough of
Redbridge Pension Fund. The Council has set up the Pension Fund Committee to oversee the
management of the Fund. The Pension Fund Committee consists of five Councillors who are
appointed by the Council on an annual basis.

In accordance with the Council’'s Constitution, and the Local Government Pension Scheme
Regulations, the responsibility for the management and investment of the Pension Fund is
delegated to the Pension Fund Committee. During 2022/23 the Members of the Committee were:

ClIr. T. Khan (Chair)

ClIr. F. Rahman (Vice Chair)
Cllr. L. Rahman

ClIr. S. Qayum Hussain
Cllr. P. Canal

Other Professional Advisers and service providers

Actuary
Hymans Robertson

Investment Consultant
Mercer Ltd.

Pool Operator
London Collective Investment Vehicle (LCIV)

Investment Managers - Direct
Schroder Investment Management

Investment Managers via the LCIV
Baillie Gifford
Legal & General Investment Management Ltd
Stepstone
Aviva

AVC Providers
Clerical Medical
Utmost Pensions (formerly Equitable Life)
Standard Life

Custodian
Northern Trust

Auditors
EY LLP



Performance Measurement
Northern Trust

Solicitors
In House and Eversheds

Scheme Administrators
In House

Pension Fund Bankers
National Westminster Bank plc

Shareholder Services
Institutional Protection Services

Subscribers to:

Local Authority Pension Fund Forum (LAPFF)

Pensions and Lifetime Savings Association (PLSA)



CONTACT DETAILS

Registered Address Corporate Director of Resources
London Borough of Redbridge
Lynton House
255 - 259 High Road
lIford
Essex
IGT TNN

Pension Enquiries Maureen Jones

pensions(lgps)admin@redbridge.gov.uk
020 8708 3236

Investments Enquiries corporate.accounting@redbridge.gov.uk

Redbridge Pension Fund Website:

http://www.yourpension.org.uk/handr/Redbridge-Publications/Redbridge-Fund-Members.aspx



mailto:pensions(lgps)admin@redbridge.gov.uk
http://www.yourpension.org.uk/handr/Redbridge-Publications/Redbridge-Fund-Members.aspx

SCHEME FEATURES

The Local Government Pension Scheme (LGPS) was established in accordance with statute to
provide death and retirement benefits to all eligible employees and their dependents. Eligible
employees are mainly local government staff, except teachers who have separate pension
arrangements, and a number of other bodies as permitted by Local Government Pension
Scheme Regulations.

From 1 April 2014, the scheme changed from a final salary basis to a Career Average Revalued
Earnings basis.

Table 1 - LGPS Features to 31 March 2023

Eligibility - Employees with a contract of 3 months and more and Casual employees who
elect to join.

Member e Ranging from 5.5% - 12.5% depending on salary.
Contribution

Normal Retirement e Equal to individual member’s State Pension.
Age

Early Retirement ¢ Immediate payment of unreduced benefits on

efficiency/redundancy grounds from the age of 55;

e Voluntary retirement from age 55 with reductions for early
payment including deferred into payment without employers
consent needed.

e Flexible retirement with employer consent from the age of 55.

lll Health Retirement | o A three-tier ill-health arrangement has been introduced that pays
benefits to members based on the member’s prospect of returning
to gainful employment.

e Tier 1T — Immediate payment with service enhanced to Normal
Pension Age;

e Tier 2 — Immediate payment with service enhancements of 25% of
service to Normal Pension Age;

e Tier 3 - Temporary payment of pension for up to 3 years.

Pensions e 1/49™ of salary for each year of membership from 01/04/2014;

e Or 1/98™ of salary for each year of membership from 01/04/2014 for
those members electing to move to the 50/50 section of the scheme;

e Service between 01/04/2008 and 31/03/2014 will be calculated at
1/60%

e Service prior to 01/04/2008 will be calculated at 1/80%" plus lump
sum of 3/80"




Tax Free Lump Sum e Lump sum by commutation at the rate of £1 annual pension for
£12 lump sum, up to HMRC limit of 25% of capital value.

Death in Service e Lump sum of three times assumed pensionable pay at date of
death.

Death Benefits after | o Death on pension lump sum of ten times pension less pension
retirement already paid

Dependents Benefits | ¢ Long-term pension benefits payable to the member’s spouse, civil
partner, or nominated co-habiting partner subject to certain
conditions.

e Long-term children’s pension.

Period in which e Members can terminate their membership of the pension scheme
members can cancel and reclaim the contributions paid up to 2 years after joining,
membership and provided they have not other LGPS benefits.

reclaim contributions

The employee rate bandings are based on actual pensionable pay including non-contractual overtime. The
table below provides details of the bandings which have been effective since1 April 2022 and are reviewed
annually.

Pay Bands Contribution Rate

Up to £15,000 5.5%
£15,001 - £23,600 5.8%
£23,601 - £38,300 6.5%
£38,301 - £48,500 6.8%
£48,501 - £67,900 8.5%
£67,901 - £96,200 9.9%
£96,201 - £113,400 10.5%
£113,401-£170,100 11.4%
More than £170,100 12.5%
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GOVERNANCE STRUCTURE

Investment Powers and Duties:

The Local Government Pension Scheme Regulations require the London Borough of Redbridge,
as the administering authority, to invest any monies not immediately required to pay pensions
and other benefits. This legislation also governs the way investments are made and controlled.

Pension Fund Committee:

The London Borough of Redbridge Pension Fund Committee, comprising of five councillors,
meet at least four times a year to monitor the performance of the fund and the various fund
managers, to approve the annual business plan and the annual report, to review and approve
the Investment Strategy Statement and to review the investment strategy. The Pension Fund
Committee will also be informed of the actuarial valuation of the Fund and keeps the
governance and administration arrangements under review. As part of the requirements to
ensure that Councillors’ knowledge is kept up to date, the Pension Fund Committee receives
training from various professional advisers on topical issues. The Members of the Committee
have full voting rights.

Pension Fund Committee Members as at 31 March 2023

HFF

</

CouncillorKhan  Councillor Rahman Councillor Rahman Councilor Qayum Councillor Canal
Labour Labour Labour Labour Conservative
(Chair) (Vice Chair)

Substitute Members: Councillors Johnson, Ali, Bhamra and Gomez.

Meetings - The Pension Fund Committee held five meetings during 2022/23 for Pension Fund
matters. The table overleaf shows the attendance at the meetings by the Committee members:



Table 2 - Attendance at Committee Meetings

Councillor Number of | Meetings
Meetings Attended
Councillor Khan 5 5

Councillor F Rahman
Councillor L Rahman
Councillor Qayum
Councillor Canal
Substitute Councillors

(G2 RRC, REC, R, REV, |
N|[=|h AN

Conflicts of Interest — The Council has in place a “Members’ Code of Conduct” which Councillors
are required to comply with. At each Committee Meeting, Members are required to disclose any
declarable pecuniary or personal interest in an agenda item and if such a declaration is made,
then the Member is not permitted to take part in the debate on that specific agenda item.

Training - The Committee’s Annual Business Plan includes a training plan to ensure that
Members continue to develop their knowledge and skills to ensure compliance with best
practice.

The Committee participated in a series of training events which coincided with the Committee
Meetings. The topics of the training sessions covered during 2022/23 were as follows:

Understanding the Fund’s varius Policy Statements

Understanding the roles of the various parties involved with the Pension Fund.
The Triennial Valuation and the implications to the employers in the Fund.
How the London CIV are implementing their policy on Climate Change

In addition, Members of the Committee and the Local Pension Board have participated in in-
house training as well as attending external seminars.

Governance Compliance Statement (GCS)

The Regulations require the Council, as the Administering Authority for the Pension Fund, to
publish details of their governance and stewardship arrangements. The statement must include
the extent of the Authority’s compliance against a set of principles issued in guidance from the
Department for Levelling Up, Housing & Communities (DLUHC), and reasons for not doing so.
The GCS is attached as Appendix 4

Local Pension Board

The Local Pension Board, comprising of two employee member representatives, two employer
member representatives and an independent Chair, has held two meetings this year and during
these meetings they have reviewed the Pension Fund Annual Report & Accounts, the policy for
dealing with breaches of the Regulations, Internal Controls Guidance and the Management of
Risk. The Local Pension Board has also monitored the performance of the Fund’s Investment, and
the Pension Administration Function’s Performance Indicators. The Board also received updates
on topical information.

Representatives of the Local Pension Board have attended a number of Pension Fund Committee
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meetings. Any recommendations made by the Pension Fund Committee can be reviewed by
the Local Pension Board to ensure that the Fund is managed in compliance with regulations and
adopts best practice where possible.

Investment Administration

The Corporate Director of Resources monitors the pension fund investments and manager
performance and prepares reports in relation to this activity for the Pension Fund Committee.
Senior Officers within the Council also meet with the fund managers periodically to review the
performance of the portfolios and consider other topical issues.

The Corporate Director of Resources, in consultation with the Operational Director of Finance, is
responsible for ensuring that any surplus cash is invested to obtain the best possible return
within the agreed investment strategy.

Investment Management

The management of the Fund’s assets is determined by the Local Government Pension Scheme
(Management and Investment of Funds) Regulations 2016. The Regulations enable authorities
to appoint investment managers to manage and invest Pension Fund monies on their behalf,
subject to being satisfied with their experience, competence, risk management controls and
appropriate arrangements for monitoring performance. The Regulations governing the Pension
Fund require the Fund to publish an Investment Strategy Statement (ISS) setting out the main
parameters and responsibilities for the management of the Fund. The Regulations also require
the ISS to include details of the Fund’s approach to pooling its investments. The statement
includes details of the proposed asset allocation, restrictions on investment types, the type of
investment management used, the investment risk and performance monitoring. It also sets out
the Fund’s approach to responsible investment and corporate governance issues. The ISS is
attached at Appendix 5.

The Fund'’s investment strategy is reviewed by the Pension Fund Committee periodically to

ensure that it remains fit for purpose. The strategic asset allocation and mandates for the fund
managers are set out overleaf in Table 3.
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Table 3 Strategic asset allocation as at 31 March 2023

Strategic

Actual

Manager Proportion % Allocation % Mandate Target
Direct Investment Mandates
Schroders To out-perform the MSCI Emerging Markets
(Equities) 5.0 4.8 | Emerging Markets Equities index by 3%
Schroders Outperform the IPD All Balanced Property Fund
(Property) 10.0 7.7 | Property Index by 1%
Cash 0.0 0.5 | Cash To outperform overnight SONIA
TOTAL 15.0 13.0
Investments through London CIV
Legal & General 7.5 9.7 | UK Equities Track the FTSE All Share
Legal & General 7.5 8.4 | Global Equities Track the FTSE All World

To perform in line with the MSCI Low Carbon
Legal & General 15.0 19.8 | Global Equities - Low Carbon | Target Index

To perform in line with the FTSE UK Index
Legal & General 10.0 6.8 | Index Linked Gilts Linked Index
Baillie Gifford 15.0 19.9 | Global Equities To out-perform the MSCI AC World Index by 3%
Baillie Gifford DGF 10.0 10.2 | Unconstrained Global Absolute return of 3.5% above UK base rate
Aviva 10.0 6.5 | Real Estate Long Income Net income distribution of 3% per annum
Stepstone 10.0 5.5 | Infrastructure Net return of 8% per annum
TOTAL 85.0 87.0

-MSCI - Morgan Stanley Capital International

In addition to these mandates, the Council invests residual cash balances that are held on behalf
of the Pension Fund, prior to being used to pay pension benefits. The investment strategy
incorporates a 5% flexibility variance between the strategic allocation and the actual allocation
to allow for fluctuations in market conditions. Chart 1 overleaf compares the strategic allocation
with the actual allocation at year end.
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The overall strategic asset allocation is 80% in equity type assets and 2

0% in bond type assets as set out in the ISS.

The value of the Fund as at 31 March 2023 was £936.044m and Chart 2 shows how the Pension Fund has been

invested between the various types of investment mandate.

Chart 2 - The Distribution of Assets by Market Value
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Performance of the Fund against the Funds strategic benchmarks is measured by the Northern Trust Company.
Chart 3 provides details of the Fund’s annual performance returns for the past five years.
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Chart 3 - Annual investment return of the Fund relative to the combined benchmarks.
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The Fund’s aim is to balance the minimisation of risk with the achievement of the Fund’s
investment objectives.

Post Pool Reporting

In accordance with Regulations the London Borough of Redbridge is a member of the London
CIV and in November 2016 made our first investment through LCIV with the appointment of
Baillie Gifford for the global equity mandate. Since then further investments have been made via
the LCIV. To determine value for money Table 4 below shows the costs paid to the LCIV together
with the savings achieved from reduced investment manager fees.

Table 4 - Value for Money from Pooling

Prior to Cumulative
2017/18 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 Costs
£fm £fm £fm £m £fm £m £fm £m
Service 0.075 0.025 0.025 0.025 0.025 0.025 0.025 0.225
Charge
Development - - 0.065 0.065 0.085 0.085 0.085 0.385
Fees
Savings (0.044) (0.141) (0.210) (0.211) (0.144) (0.222) (0.185) (1.159)
TOTAL 0.031 (0.116) (0.120) (0.121) (0.034) (0.112) (0.075) (0.549)
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Corporate Governance and Responsible Investing

The Fund recognises its responsibility to ensure the highest standards of governance and
promoting corporate governance within the companies in which it invests. The Fund believes
that the potential for stronger investment returns are more likely to be achieved from businesses
that operate to high standards of corporate governance along with environmental and social
best practice.

The Fund does not impose an exclusion policy against specific companies or sectors. The Fund
is of the view that exclusion deprives investors of the leverage to influence companies to change,
and that by doing so, could potentially reduce holdings in companies that are building significant
portfolios of renewable energy assets, or in companies with strong energy transition plans. The
Pension Fund, however, moved 50% of its index-tracking equity portfolio into a Low Carbon
Equity Fund as the Committee seeks to reduce the carbon foot print of the Fund.

Following the results of the 2022 Valuation, the Pension Fund will be undertaking a review of its
investment strategy which will include a plan to reduce its carbon footprint to zero within a
timescale that is not only achievable but also affordable.

The Pension Fund has instructed its Fund Managers to vote its shares in accordance with the Fund
Manager’s Voting Policies as these policies are compliant with the UK Stewardship Code. The
Fund Managers provide quarterly reports of the voting activity undertaken together with any
engagement undertaken with companies. These reports are provided to the Members of the
Committee. The policy on corporate governance is reviewed by the Committee periodically.

The Fund is a member of the Local Authority Pension Fund Forum (LAPFF) which seeks to work
with shareholders, fund managers and investment companies to influence changes that will
benefit investors, investment companies and potentially the wider community.

The Redbridge Pension Fund is also a member of Pensions & Lifetime Savings Association (PLSA
formerly known as NAPF) for other pension matters.

RISK MANAGEMENT

No organisation can completely eliminate risk and this is particularly so for a pension fund. This
is because the Fund exists to pay future pension benefits and the future is inherently uncertain.
Therefore the Fund’s primary long-term risk is that its assets are not sufficient to meet its liabilities.
The investment objectives have been set with the aim of maximising investment returns over the
longer term within specified risk tolerances. This aims to optimise the likelihood that the
promises made regarding members’ pensions and other benefits will be fulfilled without
increasing the risk to the Council.

The investment strategy incorporates flexibility of up to +/-5% of the strategic asset allocation
per mandate to reflect normal market volatility. However when market conditions are highly
volatile, the rebalancing of the Fund in-line with the strategy may be suspended to avoid
exposure to greater risk from market conditions.

The Pension Fund’s Investment Advisers, Mercer, undertake regular investigations of the
Investment Managers and provide reports to the Council of their findings. Mercer also provide
news alerts on issues that may be of interest regarding the Fund’s Investment Managers.
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Clarification with the Investment Managers would be sought on any concerns raised.

The Pension Fund has also appointed an independent company, Institutional Protection Service,
who provide the following services:

e Reports on corporate fraud or mismanagement where it affects shareholder interest.

e Assesses any potential claim by shareholders due to the misconduct by companies and
identify options for recovering this loss.

The Council has access to copies of the Fund Managers’ audited internal control reports and also
has access to web-site alerts from professional pension publications.

A Risk Register for the Pension Fund has been developed and is included within the both the ISS
(Appendix 5) and Funding Strategy Statement (Appendix 6). This sets out the key risks including
demographic, regulatory and governance. The actuary reports on these risks at each triennial
valuation or more frequently if required.
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PENSIONS ADMINISTRATION FUNCTION

The Pension Administration Function is responsible for dealing with the payment of pensions
and benefits, whilst also ensuring the integrity of data submitted by external organisations. This
in turn contributes to the collection of funds and other such income into the Pension Fund.

The Pension administration function is undertaken by a team of 8.08 full time equivalents, who
are responsible for communicating with scheme members, pensioners and employers in the
scheme.

The cost of administration per member, equates to £59.10 in 2022/23 (£43.70 in 2021/22). This
increase was due to additional costs for the triennial valuation as well as payment of tax for High
Earners.

Tasks undertaken by the team include:
e Processing Retirements;
e Issuing Statutory Notifications;
e Responding to pension enquiries;
e Providing Retirement estimates;
e Finalising Cash Equivalent Transfer Values;

e Issuing Annual Benefit Statements.

During the financial year, the administration team have continued to experience an increasing
number of deferred members and leavers between the age of 55 and 60 asking for their benefits
to be released early.

Work Programmes Delivered

e Theissuing of Annual Benefit Statements benefits by the statutory deadline of 31 August
2022 was met with a total of 9,746 statements being issued.

e A continued drive to improve the take up of the Altair member self-service facility with
2,606 members across the fund having registered. This equates to 16.17% of the
memberships.

e For the sixth year running, the pensioners received their annual increase in the month
that it was due.

e Aproject hascommenced allowing employers and schools not using the Councils payroll
service to load payroll data themselves monthly. To date 25 schools using Surrey payroll
services are now loading data directly on the pensions administration software, and other
employers are being onboarded during the coming year.

Training

The Team have attended training courses to maintain and develop their skills and knowledge of
the LGPS and to consider the additional responsibilities given to administrators of the Fund
concerning the identification and prevention of scams and fraud.

The Redbridge Pension Fund has also signed up to PENtag which is an on-line tool that provides
details of the scheme regulations since 1922 with all the amendments and knowledge on all

18



matters regarding the LGPS since its inception.

As further development, a guidance manual has been produced and issued to each member of
the team to assist with their knowledge and skills which has proved exceptionally useful whilst
working remotely. This includes such items are the rules of Intestacy and Ombudsman’ cases.

A project management approach underpins regular workload reviews and the progression of
critical projects. This means that budget resources are regularly tracked to ensure a cost-
effective service that also has the ability to flex resources as and when required. This is
particularly pertinent as the Team continue to deal with competing priorities and resource levels.

A sample of some of work of the Pension Administration function and numbers completed this
year is provided in the table below:
Table 5 - Pension Administration cases and performance

Case Type Numbers Average Number per
Completed member of staff
2022/23

New Members 813 406
Deferred Members 125 42
Pensioners and Retirements inc dependants 329 110
and 17 trivial commutations

Transfers Out 126 36
Deaths 224 64
Annual Benefits Statements Issued 9,746 4,873
Refunds 54 15
Complaints 1 1

The averages included in the table above are averaged across the staff responsible for those
functions and not necessarily across the whole team.

Breakdown of Retirement Grants

The table below shows the number and value of the retirement grants processed in 2022/23
ANALYSIS OF RETIREMENT GRANTS - 2022-23

Month Normal Redundancy Early/Late - TOTAL Total

Health COSTS Number

of Cases

£m £m £m £m £m

April 0.235 0.005 0.019 - 0.259 8
May 0.439 0.147 0.068 0.059 0.713 30
June 0.602 0.033 0.141 - 0.776 29
July 0.194 - 0.177 - 0.371 25
August 0.348 0.008 0.091 0.010 0.457 36
September 0.887 - 0.320 - 1.207 51
October 0.209 0.058 0.108 0.021 0.396 23
November 0.210 - 0.039 0.249 20
December 0.087 0.034 0.002 0.028 0.151 16
January 0.220 - 0.154 - 0.374 24
February 0.283 0.012 0.014 - 0.309 16
March 0.262 - 0.348 - 0.610 31
TOTAL 3.976 0.297 1.481 0.118 5.872 309
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The Council monitors the performance of the administration team against a number of
Performance Indications on a monthly basis. Details of the performance for the year ending 31
March 2023 are set out in the table below:

Table 7 - Performance Indicators

Performance Indicator Target Average
2020/21
PENO1 New Member - sending out confirmation that they 70% 100%

have been admitted to the pension scheme within
20 working days of the end of the month the
employee joined or the date of notification by the
employer, whichever is the later.

PENO2 Deferred Members Calculating — deferred pension 60% 63%
benefits and notifying members of their rights upon
termination of pensionable employment within 20
working days of the month of leaving or notification
by the employer whichever is the later.

PENO3 Active and Deferred Members Retiring — issue of 82% 87%
retirement benefits within 30 days of the member
having retired from the scheme or notification by
the employer and receipt of the appropriate forms
from the Member, whichever is the later.

PENO4 Issue of Statutory Notices — sending out a statutory 68% 100%
notification following a change to pensionable
status within 20 working days of the end of the
month in which the change takes effect or
notification by the employer whichever is the later.
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Internal Dispute Resolution Procedure

Members of the pension scheme have statutory rights to ensure that complaints, queries and
problems concerning pension rights are properly resolved. To facilitate this process, an Internal
Disputes Resolution Procedure (IDRP) has been established.

Pensions Administration Strategy and Communications Policy Statement

In accordance with the regulations, the Council has prepared a Pensions Administration
Strategy (PAS) and a Communications Policy Statement (CPS).

The PAS is managed by the Pensions Administration function and sets out:
e procedures for liaison and communication with Scheme employers;
e Statutory Requirements;

e Performance Reports, levels of Performance and circumstances for giving written notice of
unsatisfactory performance; and

e Charging Schedules.
A copy of the PAS is attached as Appendix 2

The CPS provides a written statement on how the Council as the Administering Authority will
communicate with:

e Members;

e Representatives of Members;

e Prospective Members; and

e Scheme Employers.
A copy of the CPS is attached as Appendix 3

Data Security

The Pension Fund is responsible for a lot of personal data and sensitive information. The
following arrangements are in place to safeguard this data:

o All staff are regularly made aware of the Council’s policies in respect of Confidentiality,
Data Protection and Information Security;

o New staff have these responsibilities and policies explained to them as part of the
induction and their understanding is checked;

o All administration data is stored electronically and paper records are safely destroyed;

o Where data has to be transferred off site a secure email facility is used.
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MEMBERSHIP SUMMARY

The London Borough of Redbridge Pension Fund had twenty-three contributing employers in the
Fund including the Council itself. Employers are classified as either scheduled (who have
automatic right to join the fund) or admitted bodies (who are admitted at the Council’s discretion)

as defined by Regulations. Full details of the membership by employer is attached at Appendix
1.

Changes to the employer membership during 2022/23 were as follows:
e Coram and Alliance in Partnership ceased to be employers in the Fund.

Chart 4 below shows the breakdown of the total membership by employer type.

Chart 4 - Membership classification by employer type as at 31 March 2023

The Fund membership has increased over the last five years from 18,068 to 20,727 - an increase
of 14.72%. The membership profile over the same period is set out in Chart 5 overleaf.

Membership Profile as at 31 March 2023

Deferred Active
24% 31%

Pensioners
24%
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Chart 5 - Membership Composition
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The Fund has become more mature over the years due to the increasing number of pensioner
and deferred members as a percentage of the whole Fund membership.

To demonstrate this change in profile, Chart 6 below shows the change in membership numbers
each year for the past five years.

Chart 6 - Changes in Membership Profile
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Auto-Enrolment

Under the terms of the Occupational and Personal Pension Schemes (Automatic —Enrolment)
Regulations 2010 (as amended), employers must automatically enrol eligible employees into
a work-place pension scheme from a staging date set by the employer size. For Redbridge this
date was 1 March 2013 and all new employees since then have been automatically enrolled
into the pension scheme unless they specifically request not to be in the scheme - “opt-out”.

On 12 February 2013 Cabinet decided that Redbridge would use the Transitional Provisions in
the legislation to defer the application of auto enrolment for existing employees to 1 October
2017. Using this option, the Council did not automatically enrol existing eligible employees
before 1 March 2013 until 1 October 2017. Thereafter the Council is now required to
automatically enrol all employees who have been subject to the transitional provisions from 1
October 2017. Employees will then need to opt-out if they do not wish to remain in the
scheme.

Under the legislation eligible employees who have opted out of the scheme must be
automatically re-enrolled every three years.

Contributions to the Fund

The Council monitors the receipt of pension contributions from the various employers in the
Scheme to ensure compliance with the regulations. During 2022/23 £41.250m of contributions
were received by the due date which equates to 99.63%. The remaining 0.37% was mainly due
to late processing of the payments by a couple of our employers albeit by one day.

Chart 7 shows the breakdown of the employee and employer contributions by the classification
of employer.

Chart 7 - Employee & Employer Contributions classified by employer type
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FINANCIAL SUMMARY

The Council, as the administering authority, is responsible for ensuring that sufficient funds will be
available to meet current and future benefit payments. Investment Managers, Members of the
Pension Fund Committee, Council Officers, the Actuary and Independent Investment Specialists work
together to deliver optimal returns whilst also balancing the risk to the Fund and maintaining

affordable employers’ contribution rates.

Table 8 - Annual Income & Expenditure Summary and Fund Value since 2018/19

Financial Summary 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23

£m £m £m £m £m
Asset Market Value at 1 April 772.124 | 803.468 | 759.424 961.408 | 1,009.952
Income 37.113 40.207 36.261 40.981 47.712
Expenditure inc. Management expenses (52.3780 | (43.412) | (42.304) (45.687) (48.553)
Net Cash Flow

(15.265) | (3.205) | (6.043) (4.706) (0.841)

Investment Income

7.202 12.511 7.670 7.160 13.361
Net Realised/Unrealised Profit and (Loss) 39.407 | (53.350) | 200.357 46.090 (86.428)
Asset Market Value at 31 March 803.468 | 759.424 | 961.408 | 1,009.952 936.044

The negative cashflow position in 2018/19 was mainly due to the bulk transfer in respect of
Redbridge College; in 2019/20 an increase in benefit payments and in 2020/21,2021/22 and 2022/23
the negative cashflow was due to some significant transfers of former employees’ pensions to other
schemes. Going forward, the income generating assets will provide income to the Fund that is
expected to cover the increase in pension payments whilst allowing for a reduction in the employer
contributions.

Chart 8 shows the value of the Fund since March 2008 and demonstrates the market volatility of
global markets over recent years. The chart also shows that the markets continue to be volatile
particularly during periods of high inflation and conflicts between countries, such as the situation in
Ukraine and the disputes between the USA and China.

Chart 8 - Change in the value of the Fund March 2010 to March 2023
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The Fund receives income from various sources. The main source of income received relates to
employee and employer contributions. The employee contribution rate is set by Regulation,
whereas the employer contribution rate is calculated by the Fund’s Actuary and is set as a result of
the triennial valuation. The valuation undertaken as at 31 March 2019 and set the employers’
contribution rate for three years from 1 April 2020. Chart 9 provides details of the various income
streams.

Chart 9 - Source of Income

The amount of investment income received increased in 2019/20 due to some of the pooled unit
trusts paying an income to the Fund, as opposed to re-investing the income generated back into the
pooled unit trust. This receiving of income arrangement was suspended in 2020/21 and reinstated
in 2022/23.
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In 2022/23 pensions were increased by 3.1% in-line with inflation. The value of the average pension
is now £6,303 per year. The increase in pension expenditure is shown in Chart 10.

Chart 10 - Pension Expenditure
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As well as looking to ensure that employer contribution rates remain affordable, the Council also
seeks to avoid volatility in the rates. Chart 11 shows the movement of the contribution rates over the
past eighteen years and for the next three years as set by the Fund’s Actuary:

Chart 11 - London Borough of Redbridge Contribution Rates
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Comparison of Budget Forecast and Actual Income and Expenditure

The Council monitors the Pension Fund'’s cash flow on an annual basis, comparing trends on income
and expenditure against previous years to ensure that the Fund remains cash positive, effectively
having sufficient income to meet its liabilities. Table 9 sets out actual income and expenditure along
side the budget for 2022/23, and, provides comments on variances.

Table 9 - Income and Expenditure 2022/23

Expenditure 2022/23 31 March Variance to Reason
Annual 2023 Forecast
Budget Actual
£m £m £m
More retirements
Pension Payroll 30.200 31.284 1.084 | than predicted
More retirements
Retirement & Death Grants 6.000 6.667 0.667 | than estimated
Transfer Values 6.000 7.268 1.268 | Senior officer left
HR Recharge 0.500 0.535 0.035 | Staff vacancies
Other Admin Expenses 0.500 0.347 (0.153)
Training 0.015 0.003 (0.012)
Based on Fund
Investment Expenses 2.000 1.294 (0.706) | Valuation
Investments with Fund Drawdown payments
Managers 10.000 21.999 11.999 | called
TOTAL EXPENDITURE 55.215 69.397 14.182
Income 2022/23 31 March Variance to Reason
Annual 2023 Forecast
Budget Actual
£m £m £m
Contributions - employees & Increase in active
employers (36.000) (41.988) (5.988) | membership
Transfer Values (3.000) (6.307) (3.307) | Senior officer joined
Fewer redundancies
Early Retirement Pension Strain (0.750) (0.135) 0.615 | than predicted
Income from investment Depends on Fund
managers (5.000) (7.710) (2.710) | valuations
To meet drawdown
Disinvestment (10.000) (13.900) (3.900) | payments
Other Income - (0.057) (0.057)
TOTAL INCOME (54.750) | (70.097) (15.347)
IN-YEAR DEFICIT / (SURPLUS) (0.465) (0.700) (1.165)
Opening Cash Balance (2.645)
YEAR-END CASH BALANCE (3.345)
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The Council’s Revenue and Benefits department provides the administration service for the Pension
Fund and recharges the Pension Fund for this service. In addition, the Pension Fund incurs costs as part
of delivering administrative services. Table 10 sets out details of these additional costs together with
the original budget.

Table 10 - Cost of Pension Administration

2022/23 | 2022/23 | Variance Comment
Budget | Actual
£m £m £m
LBR Recharge 0.500 0.450 (0.050) | Vacancies in Admin Team
Computer System 0.220 0.222 0.002
Actuarial Services 0.150 0.126 (0.024)
Subscriptions 0.020 0.009 (0.019)
Training 0.015 0.005 (0.010)
Audit 0.021 0.021 -
Other Expenses 0.079 -

Table 11 -Local Pension Board

As part of the overall cash flow, the Local Pension Board has been allocated a budget to enable it to
achieve its objectives. This included an allowance for training and development as well as the facility
to obtain independent professional advice.

Budget | Actual | Variance Comment
£fm £m £fm

Local Pension Board (0.010) | (0.003) (0.007) | Meetings cancelled

Cash Flow

The cash-flow for the pension fund has been affected by changes to the level of contributions received
as well as the pension payments being made. Chart 12 overleaf demonstrates the change in the level
of income over expenditure in recent years. Whilst it is anticipated that sufficient income will be
available to maintain a cash-positive position for at least the next few years, this will need to be kept
under review particularly as the Fund continues to mature. The spike in 2018/19 was due to the bulk
transfer in respect of Redbridge College. The spike in 2020/21 which continued into 2022/23 was due
to the changes to the investment strategy resulting in the disinvestment and reinvestment into the
Infrastructure Fund and the Real Estate Long Income Fund. The commitment to invest in the
Infrastructure Fund is expected to be fully called in 2023/24 and therefore income and expenditure is
expected to reduce.
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Chart 12 - LBR Cash Flow
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London Borough of Redbridge Fund (the Fund)
\ Actuarial Statement for 2022/23

This statement has been prepared in accordance with Regulation 57(1)(d) of the Local Government Pension
Scheme Regulations 2013. It has been prepared at the request of the Administering Authority of the Fund for the
purpose of complying with the aforementioned regulation.

Description of Funding Policy
The funding policy is set out in the Administering Authority’s Funding Strategy Statement (FSS). In summary, the
key funding principles are as follows:

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

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

° where appropriate, ensure stable employer contribution rates

° reflect different employers’ characteristics to set their contribution rates, using a transparent funding
strategy

o use reasonable measures to reduce the risk of an employer defaulting on its pension obligations

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

The FSS sets out how the Administering Authority seeks to balance the conflicting aims of securing the solvency of
the Fund and keeping employer contributions stable. For employers whose covenant was considered by the
Administering Authority to be sufficiently strong, contributions have been stabilised to have a sufficiently high
likelihood of achieving the funding target over 17 years. Asset-liability modelling has been carried out which
demonstrate that if these contribution rates are paid and future contribution changes are constrained as set out in
the FSS, there is at least a 66% likelihood that the Fund will achieve the funding target over 17 years.

Funding Position as at the last formal funding valuation

The most recent actuarial valuation carried out under Regulation 62 of the Local Government Pension Scheme
Regulations 2013 was as at 31 March 2022. This valuation revealed that the Fund’s assets, which at 31 March
2022 were valued at £1,010 million, were sufficient to meet 99% of the liabilities (i.e. the present value of promised
retirement benefits) accrued up to that date. The resulting deficit at the 2022 valuation was £11 million.

Each employer had contribution requirements set at the valuation, with the aim of achieving their funding target
within a time horizon and likelihood measure as per the FSS. Individual employers’ contributions for the period 1
April 2023 to 31 March 2026 were set in accordance with the Fund’s funding policy as set out in its FSS.

Principal Actuarial Assumptions and Method used to value the liabilities
Full details of the methods and assumptions used are described in the 2022 valuation report and FSS.

Method

The liabilities were assessed using an accrued benefits method which takes into account pensionable
membership up to the valuation date; and makes an allowance for expected future salary growth to retirement or
expected earlier date of leaving pensionable membership.

June 2023 001
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London Borough of Redbridge Statement of Accounts 2022/23

London Borough of Redbridge Pension Fund | Hymans Robertson LLP

Assumptions
A market-related approach was taken to valuing the liabilities, for consistency with the valuation of the Fund
assets at their market value.

The key financial assumptions adopted for the 2022 valuation were as follows:

Financial assumptions 31 March 2022
Discount rate 4.3% pa
Salary increase assumption 2.7% pa
Benefit increase assumption (CPI) 2.7% pa

The key demographic assumption was the allowance made for longevity. The life expectancy assumptions are
based on the Fund's VitaCurves with improvements in line with the CMI 2021 model, with a 0% weighting of 2021
(and 2020) data, standard smoothing (Sk7), initial adjustment of 0.25% and a long term rate of 1.50% p.a. Based
on these assumptions, the average future life expectancies at age 65 are as follows:

Males Females

Current Pensioners 21.7 years 24.5 years
Future Pensioners* 22.7 years 26.0 years

*Aged 45 at the 2022 Valuation.

Copies of the 2022 valuation report and Funding Strategy Statement are available on request from the
Administering Authority to the Fund and on the Fund’s website.

Experience over the period since 31 March 2022

Markets continued to be disrupted by the ongoing war in Ukraine and inflationary pressures, impacting on
investment returns achieved by the Fund’s assets. High levels of inflation in the UK (compared to recent
experience), have resulted in a higher than expected LGPS benefit increase of 10.1% in April 2023. Despite this,
the funding level of the Fund is likely to be higher than reported at the 31 March 2022 funding valuation due to the
significant rise in interest rates which reduces the value placed on the Fund’s liabilities.

The next actuarial valuation will be carried out as at 31 March 2025. The Funding Strategy Statement will also be
reviewed at that time.

Barry Dodds FFA
2 June 2023
For and on behalf of Hymans Robertson LLP

Hymans Robertson LLP is a limited liability partnership registered in England and Wales with registered number OC310282.

A list of members of Hymans Robertson LLP is available for inspection at One London Wall, London EC2Y 5EA, the firm’s registered office.
Authorised and regulated by the Financial Conduct Authority and licensed by the Institute and Faculty of Actuaries for a range of investment business activities.
Hymans Robertson is a registered trademark of Hymans Robertson LLP.
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INDEPENDENT AUDITOR’S STATEMENT TO THE MEMBERS OF LONDON BOROUGH OF
REDBRIDGE ON THE PENSION FUND FINANCIAL STATEMENTS

Opinion

We have examined the pension fund financial statements for the year ended 31 March 2023, which comprise the Fund
Account, the Net Assets Statement and the related notes.

In our opinion, the pension fund financial statements are consistent with the full annual statement of accounts of London
Borough of Redbridge for the year ended 31 March 2023 and comply with applicable law and the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2022/23.

Respective responsibilities of the Corporate Director of Resources and the auditor

As explained more fully in the Statement of the Corporate Director of Resources’ Responsibilities, the Corporate Director of
Resources is responsible for the preparation of the pension fund'’s financial statements in accordance with proper practices
as set out in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2022/23.

Our responsibility is to report to you our opinion on the consistency of the pension fund financial statements within the
pension fund annual report with the pension fund financial statements in the statement of accounts of London Borough of
Redbridge, and its compliance with applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting
in the United Kingdom 2022/23.

We also read the other information contained in the pension fund annual report and consider the implications for our report
if we become aware of any apparent misstatements or material inconsistencies with the pension fund financial statements.
The other information consists only of the:

*  Executive Overview

* Management Structure

*  Contact Details

*  Scheme Features

*  Governance Structure

*  Risk Management

*  Administration

*  Membership

*  Financial Summary

*  Actuarial Statement

*  Statement of Responsibilities

*  Publications

*  Employers in the Pension Fund

*  Pension Administration Strategy
*  Communication Policy Statement
*  Governance Compliance Statement
* Investment Strategy Statement

* Funding Strategy Statement

We conducted our work in accordance with Auditor Guidance Note 07 - Auditor Reporting, issued by the National Audit
Office. Our report on the administering authority’s full annual statement of accounts describes the basis of our opinion on
those financial statements.

Debbie Hanson (Key Audit Partner)
Ernst & Young LLP (Local Auditor)
Luton

Date
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STATEMENT OF RESPONSIBILITIES

The London Borough of Redbridge as Administering Authority of the London Borough of
Redbridge Pension Fund is required to:

¢ Make arrangements for the proper administration of its financial affairs and to secure that one of
its Officers has the responsibility for the administration of those affairs. In this Council, that Officer
is the Corporate Director of Resources.

e Manage its affairs to secure economic, efficient and effective use of resources and safeguard its
assets.

e Approve the Statement of Accounts.

In the Council’s Constitution, the following responsibilities have been delegated to the
Corporate Director of Resources:

e the duty to maintain and manage a Pension Fund in accordance with the Local Government
Pension Scheme Regulations. This power shall be exercised in accordance with the
recommendations of the Pension Fund Committee.

e to ensure that the Council’s accounting records are kept in accordance with the appropriate
accounting standards and mandatory guidance and that the Statement of Accounts is prepared
in line with the Code of Practice on Local Authority Accounting in the United Kingdom based on
International Financial Reporting Standards.

e the statutory duty to arrange for a triennial Actuarial Valuation of the Fund; to obtain an Actuary
Certificate and to send a copy to the Minister; and to supply a copy of the Pension Fund audited
accounts to admitted employing authorities.

e the duty to comply with and to exercise and perform any powers and duties under the various
Pension Acts and the Superannuation Act 1972 which fall to be exercised or

e performed by the Council by virtue of its being an employer (powers and duties relating to
supervision of pension schemes).

Statement of the Corporate Director of Resources

| certify that the Accounts set out on pages 36 to 52 have been prepared in accordance with proper
practices and present a true and fair view of the transactions of the London Borough of Redbridge
Pension Fund during the year ended 31 March 2023 and financial position of the Fund at the date of
its assets and liabilities, other than liabilities to pay pensions and benefits after the year end.

Duncan Whitfield
Interim Corporate Director of Resources & Section 151 Officer
5 December 2024
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Pension Fund Account for the Year Ended 31 March 2023

2021/22
£000

38,479
2,502
40,981

(36,164)
(5,833)
(41,997)

(1,016)

(3,691)

7,160
46,090

53,250

48,544

961,408

1,009,952

Dealings with members, employers and
other directly involved in the Fund.

Contributions receivable
Transfersin

Less:
Benefits payable
Leavers

Net additions/(withdrawals) from dealings with
members

Management Expenses

Returns onInvestments
Investmentincome
Change in market value of investments

Net returns on Investments

Net increase/(decrease) in the Fund during theyear

Net Assets of the scheme at 1 April 2022

Net Assets of the scheme at 31 March 2023

Net Assets Statement as at 31 March 2023

2021/22
£000

150
1,006,412

1,006,562

3,937
(547)

1,009,952

Longer Term Investments
Investment Assets

Current Assets
Current Liabilities

Net Assets of the Scheme at 31 March 2023

Notes

Notes

18

18

2022/23
£000

41,405
6,307
47,712

(37,816))
(7,317))

(45,133)

2,579

(3,939)

13,878
(86,427)

(72,548)

(73,908)

1,009,952

936,044

2022/23
£000

150
931,550

931,700

4,804
(460)

936,044

The accounts summarise the transactions and net assets of the Pension Fund. They do not take account of liabilities
to pay pensions and other benefits in the future. The actuarial present value of promised retirement benefits is

disclosed at Note 21.

| certify that the Pension Fund Account and Net Assets Statement present a true and fair view of the income and

expenditure in 2022/23 and the Pension Fund'’s financial position as at 31 March2023.

Duncan Whitfield

Interim Corporate Director of Resources & Section 151 Officer

5 December 2024
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Notes to the Pension Fund Account

1. Introduction

The Pension Fund is a funded, defined benefit occupational pension scheme set up under the Superannuation
Act 1972 and is administered in accordance with the Local Government Pension Scheme (LGPS) Regulations
by the London Borough of Redbridge. The scheme is a contributory defined benefit pension scheme that provides
pensions and other benefits to former Council employees (except teachers, who have a separate scheme) and to
various scheduled and admitted bodies.

The scheduled bodies in the scheme as at 31 March 2023 were: Chadwell Heath Academy, Mayfield School, lIford
Ursuline Academy, Little Heath School, Palmer Academy, Isaac Newton Academy, Aldborough Free School,
Loxford Academy, St Aidan’s Academy, Beacon Multi Academy (formerly Beal Multi Academy), Atam Academy,
Winston Way Academy, Avanti Court School, Astrum Academy, Strive4 Academy, Al-Noor Academy, Good
Shepherd Diocese, St Peters & St Paul’s Academy and Our Lady of Lourdes Academy.

The admitted bodies in the scheme as at 31 March 2023 were: Mears Limited, Vision-Redbridge Culture & Leisure,

Imagine Independence Ltd, Kindred Nursery (formerly known as Dizzy Ducks), Lewis & Graves, Birkin Clean, Town
& Country and Westminster Drug Project

As at 31 March 2023 the membership of the scheme was asfollows:

Active Members

Redbridge Council
Scheduled Bodies

Admitted Bodies
TOTAL

Pensioners

Redbridge Council
Scheduled Bodies

Admitted Bodies
TOTAL

Deferred Members

Redbridge Council
Scheduled Bodies
Admitted Bodies

TOTAL

As at 31 March 2022

As at 31 March 2023

5117 5,226
1,045 1,065
141 121
6,303 6,412

As at 31 March 2022

As at 31 March 2023

4,559 4,692
151 169
9 102
4,806 4,963

As at 31 March 2022

As at 31 March 2023

7,775 8,102
965 1,143
104 107

8,844 9,352

The Fund is financed by contributions as well as interest, dividends and profits from realised investments. The
contributions are made by active members of the Fund in accordance with the LGPS (Benefits, Membership
and Contributions) Regulations 2013 and range from 5.5% to 12.5% of pensionable pay. Employee contributions
are matched by employers’ contributions which are set on triennial actuarial funding valuations. The funding
policy is to ensure that over time the assets held by the Fund are adequate to meet future pension scheme
liabilities.

Five Councillors are appointed annually by the Council to the Pension Fund Committee, which has the role of
dealing with the management of the Pension Fund’s investments in accordance with regulations laid down
in statute and the Fund’s Investment Strategy Statement.

In line with the provisions of the Public Service Pension Act 2013 the Council has set up a Local Pension Board

to oversee the governance arrangements of the Pension Fund. The Board meets quarterly and has its own Terms
of Reference. The Board Members are independent of the Pension Fund Committee.

The administration of the scheme is managed in-house by the London Borough of Redbridge.

The Pension Fund’s financial statements provide a stewardship report on the Fund, together with a statement
of the assets position at the financial year-end.
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2. Basis of Preparation

The Statement of Accounts summarises the Fund'’s transactions for the 2022/23 financial year and its position as
at 31 March 2023. The accounts have been prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2022/23 which is based upon International Financial Reporting Standards (IFRS),
as amended for the UK public sector. The accounts of the Pension Fund have also been prepared to meet the
requirements of the Local Government Pension Scheme (Administration) Regulations 2013 and in accordance with
the Statement of Recommended Practice on Financial Reports of Pension Schemes.

The accounts summarise the transactions of the Fund and report on the net assets available to pay pension benefits.
The accounts do not take account of obligations to pay pensions and benefits which fall due after the end of the
financial year. The accounting requirement under International Accounting Standard (IAS) 26 is disclosed at Note 21.

Going Concern - At the date of the authorisation of the financial statements, the Fund does not consider that the
impact after Covid-19 or any other events gives rise to material uncertainties that may cast significant doubt about
the Fund'’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months
from the date when the financial statements are authorised for issue. The Council therefore remains satisfied that the
Fund it administers continues to be a going concern.

The Pension Funds latest actuarial valuation as at 31 March 2022, showed it to be 99% funded, an increase of 15%
from the position 3 years ago. The actuarial valuation includes the Rates and Adjustment certificate detailing
contributions to the Pension Fund that participating employers are expected to make. It remains the Fund’s
expectation that these will be paid as planned, and to date the Fund has not received a request from participating
employers to defer contribution payments.

Following the actuarial valuation and schedule of employer contributions payments, the Pension Fund has reviewed
its cashflow forecast to 31 March 2026 and is anticipated to have sufficient cash to meet its obligations to pay pensions
without selling any investments. This is reviewed annually. Should investments be required to be sold because of
negative cashflows or employers being unable to pay their contributions (which is not expected) the Pension Fund
would have ready access to cash as 79.7% of the Fund'’s investments could be sold at short notice as at 31 October
2024.

Increased Market Volatility - The value of the Investment assets of the Fund changes on a daily basis, however the
degree of volatility in global financial markets has increased because of continuing social and economic uncertainties
created by the conflict in Ukraine. Despite this, the Fund remains in a strong financial position, capable of meeting all
its payment obligations. The Funding Strategy is based on long term investment returns and as such, the increased
volatility seen at present is not considered a material concern.

The bid value of the Fund'’s investment assets as at 31 March 2023 were £931.700m a decrease of 7.44% in the value
of the Fund’s investment assets since 31 March 2022.

3. Summary of Significant Accounting Policies

Fund account - revenue recognition

A) Contribution Income - Normal contributions, both from members and from the employer, are
accounted for on an accruals basis at the percentage rate recommended by the Fund actuary in the
payroll period to which they relate.

Employer’'s augmentation and pension strain contributions are accounted for in the period that the
liability arises. Any amount due in year but unpaid is treated as a current financial asset.

B) Transfers to and from other schemes - Transfer values represent the amounts received and paid
during the year for members who have either joined or left the Fund during the financial year and
are calculated in accordance with the Local Government Pension Scheme Regulations. Individual
transfers in/out are accounted for when received/paid. Bulk transfers are accounted for on an accrual’s
basis in accordance with the terms of the transfer agreement.

Q) Investment Income -
(i) InterestIncome - Interest income is recognised in the Fund account as itaccrues.

(ii) Dividend Income - Dividends have been accounted for on an accrual’s basis.
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Investment income on overseas investments have been converted into sterling at
the rate of exchange on settlement date. Any amount not received by the end of
the reporting period is disclosed in the net assets statement as a current asset.

(iii) Distributions from pooled equity funds - Pooled investment vehicles are
accumulation funds and as such the change in market value includes income, net of
withholding tax which is re-invested in the Fund.

(iv) Distributions from pooled property funds — Income distributions from the pooled
property fund investments have been accounted for on an accrual’s basis.

(v) Movement in the net market value of investments - Changes in the net market
value of investments are recognised as income and comprise all realised and
unrealised profits/losses during the year.

Fund account - expense items

D)

Benefits Payable - pensions and lump sum benefits payable include all amounts known to be due
as at the end of the financial year. Any amounts due but unpaid are disclosed in the net assets
statement as current liabilities.

Taxation - the Fund is a registered public service scheme 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. Income from overseas investments incurs withholding
tax in the country of origin, unless exemption is permitted. Irrecoverable tax is accounted for as a
fund expense as it arises.

VAT - As the Council is the administering authority for the Fund, VAT input tax is recoverable on all
Fund activities including expenditure on investment expenses. VAT receivable is excluded from
income.

Voluntary Scheme Pay (VSP), Mandatory Scheme Pay (MSP) and Lifetime Allowances - Members
are entitled to request the Pension Fund to pay their tax liabilities due in respect of annual allowance
and lifetime allowance in exchange for a reduction in pension. Where the Fund pays member tax
liabilities direct to HMRC it is treated as an expense in the year in which the payment occurs.

Management Expenses — Pension Fund management expenses are accounted for in accordance
with the CIPFA guidance: Accounting for Local Government Pension Scheme Management Costs.
All administrative expenses are accounted for on an accrual’s basis. All staff costs of the pension’s
administration team are charged direct to the Fund. Management, accommodation and other
overheads are apportioned to the Fund in accordance with the Council’s policy.

Investment Management Expenses - All investment management expenses are accounted for on
an accrual’s basis. Fees of the external investment managers and custodian are agreed in the
respective mandates governing their appointment. Broadly, these are based on the market value of
the investments under their management and therefore increase or decrease as the value of these
investments change.

Oversight and Governance Costs - The cost of obtaining investment advice from external
consultants is included in oversight and governance charges.

A proportion of the Council's costs for management time spent by officers on investment
management is charged to the Fund and is included within oversight and governance costs.

Net assets statement

K)

Financial Assets - financial assets are included in the net assets statement on a fair value basis as at
the reporting date. A financial asset is recognised in the net assets statement on the date the Fund
becomes party to the contractual acquisition of the asset. From this date any gains or losses arising
from changes in the fair value of the assets are recognised by the Fund.

The values of investments as shown in the net assets statement have been determined as follows:

i) Market quoted investments - the value of an investment for which there is a readily
available market price is determined by the bid market price ruling on the final day of the
accounting period.

ii) Fixed interest securities — are recorded at net market value based on their bid price.

iiii) Pooled investment vehicles — these are valued at either the closing bid price where a bid
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price exists or on the single unit price provided by the investment managers.

iv) Cash - the cash held in the Pension Fund current account is invested by the Council in
accordance with its Treasury Management Policy.

L) Foreign Currency Transactions — dividends, interest and purchases and sales of investments in
foreign currencies have been accounted for at the spot market rates at the date of transaction. End-
of-year spot market exchanges rates are used to value any cash balances held in foreign currency
bank accounts, market values of overseas investments and purchases and sales outstanding at the
end of the reporting period.

M) Derivatives - the pooled units in which the Fund invests uses derivative financial instruments to
manage its exposure to specific risk arising from its investment activities.

N) Cash and cash equivalents - cash comprises of cash in hand and demand deposits. Cash equivalents
are short-term, highly liquid investments that are readily convertible to known amounts of cash and
that are subject to minimal risk of changes in value. Cash that is invested for longer than an
overnight deposit is recognised as an investment asset.

0) Financial Liabilities - the Fund recognises financial liabilities at fair value as at the reporting date. A
financial liability is recognised in the net assets statement on the date the Fund becomes party to the
liability. From this date any gains or losses arising from changes in the fair value of the liability are
recognised by the fund.

P) Actuarial present value of promised retirement benefits - the actuarial present value of
promised retirement benefits is assessed on a triennial basis by the scheme actuary in accordance
with the requirements of IAS 19 and relevant actuarial standards.

As permitted under the Code, the Fund has opted to disclose the actuarial present value of
promised retirement benefits by way of a note to the net assets statement (Note22).

Q) Additional Voluntary Contributions - AVCs are not included in the accounts which is in
accordance with section 4(2) (b) of the Local Government Pension Scheme (Management and
Investment of Funds) Regulations 2016 but are disclosed as a note only (Note 23).

4, Critical Judgements in Applying Accounting Policies

The Pension Fund liability is calculated triennial by the appointed actuary with annual updates in the intervening
years. The methodology used in the intervening years follows generally agreed guidelines and is in accordance
with |AS19. These assumptions are summarised in Note 22. The estimates are sensitive to changes in the
underlying assumptions underpinning the valuations.

5. Assumptions made about the future and other major sources of
estimation uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions made by the Council
about the future or that are otherwise uncertain. Estimates are made taking into account historical experience,
current trends and other relevant factors. However, because balances cannot be determined with certainty, actual
results could be materially different from the assumptions and estimates.

Actuarial Present Value of Promised Retirement Benefits - The Pension Fund liability is calculated every
three years by the appointed actuary, with updates in the intervening years. The methodology used is in line
with accepted guidelines and in accordance with IAS 19. Assumptions underpinning the valuations are agreed
with the Actuary and are summarised in Note21 and 22. This estimate is subject to significant variances based on
changes to the underlying assumptions.
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Item Uncertainties Effect if actual results differ from assumptions

Estimation of the net liability to pay The effects on the net pension liability (_)f changes
. in assumptions can be measured. For instance, a
pensions depends on a number of complex ) . ;
. ; . . 0.1% decrease in the discount rate assumption
Actuarial judgements relating to the discount rates . . ; o
) . . would result in an increase in the pension liability
present used, the rate at which salaries are projects . ) .
. . ; of £18m. A 0.1% increase in the assumed earnings
value of to increase, changes in retirement ages, : s
. : would increase the value of the liabilities by
promised mortality rates and expected returns on . . . !
. ) - . approximately £1m similarly an increase of 0.1% in
retirement pension fund assets. A firm of consulting . .
) A . the pension payments would increase the value of
benefits actuaries is engaged to provide the fund o : S
. . . the liabilities by £17m. An increase in life
with expert advice about the assumptions : R
to be applied expectancy by one year would increase the liability
PP to the fund by £43m.

Unquoted Investments

The Fund’s assets include investments in unquoted assets such as property and infrastructure on a pooled basis.
These assets are valued by the investment managers at fair value in accordance with relevant industry standards
and guidelines. Managers may use comparable market data, indices and data from third parties as well as
projected revenue to determine the fair value of these assets. As such, there is a degree of estimation involved
in these valuations.

The total value of unlisted investments in the financial statements is £112.798m (£104.967m in
2021/22) and is broken down as follows:

Property £61.096m
Infrastructure £51.702m

There is a risk that these investments may be under or overstated in the accounts.

6. Events after the Year End Date

There have been no events since 31 March 2023 and up to the date when these accounts were authorised that
require any adjustment to theseaccounts.

7. Contributions Receivable

Contributions represent those amounts receivable from the various employing bodies in respect of their own
contributions and those of their contributing employees. Under the provisions of the scheme, employees’ rates
ar