Agenda ltem 4

North Yorkshire Council
Pension Fund Committee
28 June 2024
Governance Arrangements

Report of the Treasurer

1.0 PURPOSE OF REPORT

1.1 To review a range of governance documents and for the Committee to approve them,
being:

a) Investment Strategy Statement

b) Governance Compliance Statement

c) Funding Strategy Statement

d) Communications Policy

e) Admissions and Terminations Policy

f) Risk Management Policy

g) Pensions Administration Strategy

h) Administering Authority Discretions Policy

i) Internal Dispute Resolution Procedure (IDRP) Guide
j) Governance Roles and Responsibilities

k) Charging Policy

[) Breaches Policy

m) GDPR Privacy Notice

n) GDPR Memorandum of Understanding

o) Knowledge and Skills Policy (formerly Training Policy)
p) Cashflow Policy

gq) Responsible Investment Policy and Climate Change Statement

1.2 To provide Members with the NYPF draft 2023/24 Statement of Accounts.

2.0 BACKGROUND

2.1 The governance documents for the North Yorkshire Pension Fund (NYPF or ‘the Fund’) are
reviewed and approved annually by the Pension Fund Committee (PFC). Regulations
require that certain governance documents and the Pension Fund Final Accounts form part
of the Annual Report of the Fund. In addition to those documents that form part of the Annual
Report, all other governance documents are also reviewed annually for reasons of good
practice.
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3.0 GOVERNANCE ARRANGEMENTS FOR NYPF

3.1

3.2

3.2.1

3.2.2

3.2.3

3.24

3.3

3.3.1

3.3.2

3.3.3

3.34

3.3.5

A description of each of the Fund’'s governance documents is included in the following
paragraphs, together with comments on the changes that have been made since they were
last approved and any actions that are required by the PFC. Changes that have been made
to previously approved versions can be seen in tracked changes in the appropriate
appendix.

Governance documents to be included in the Annual Report

The Investment Strategy Statement (ISS) sets out the Fund’s approach to investing. The
document has been updated to reflect changes to the investment management
arrangements over the last year and is attached as Appendix 1. Members are asked to
approve this document. A review of the investment strategy is planned in 2024/25, ahead
of the 2025 valuation.

The Governance Compliance Statement describes the governance arrangements of the
Fund. The latest version of this document is attached as Appendix 2. Minor tracked wording
changes have been made to the document. Members are asked to approve this
document.

The Funding Strategy Statement describes how employers’ pension liabilities are to be
met going forward, how employer contributions will be kept as stable as possible, and a
prudent long-term view of those liabilities. The document will be updated at the next triennial
valuation and is attached as Appendix 3. Members are asked to note this document.

The Communications Policy, attached as Appendix 4, details the policy for
communicating with all the Fund'’s stakeholders. Minor tracked wording changes have been
made to the document. Members are asked to approve this document.

Other Governance Documents

The Admissions and Terminations Funding Policy outlines the Fund’s policy on
admissions into the Fund and the methodology for assessing an exit payment when an
employer leaves the Fund. This document is attached as Appendix 5. Minor tracked
wording changes have been made to the document. Members are asked to approve this
document.

The Risk Register is updated every six months and is normally brought to this meeting for
review. Unfortunately, due to other work commitments the review meeting was delayed until
24 June and therefore was not in time for this meeting. Both the updated Risk Register and
Risk Register Summary will be brought to the September meeting instead.

The Risk Management Policy for the Fund was last approved in 2023. The Council’s Risk
Management team has recommended that this document is reviewed every three years or
more frequently if significant changes are required. There have been no changes made
since 2023. The policy is attached as Appendix 6. Members are asked to note the
contents of this document.

The Pensions Administration Strategy, attached as Appendix 7, sets out the
administration protocols between employers and the Fund. Minor tracked wording changes
have been made. Members are asked to approve this document.

The Administering Authority Discretions Policy, attached as Appendix 8, sets out the
agreed approach for each discretion within the LGPS regulations that requires a decision
from the administering authority. Minor tracked wording changes have been made
Members are asked to approve this document.
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3.3.6

3.3.7

3.3.8

3.3.9

3.3.10

3.3.11

3.3.12

3.3.13

3.3.14

3.3.15

The Internal Dispute Resolution Procedure (IDRP) Guide, attached as Appendix 9, sets
out how scheme members can resolve problems or complaints they may have about their
pension benefits. Minor tracked wording changes have been made. Members are asked
to approve this document.

The Governance Roles and Responsibilities, attached at Appendix 10, sets out the
governance arrangements for the Fund. It also sets out the escalation procedures in the
event of a breach of statutory requirements for the administration of the LGPS. Minor
tracked wording changes have been made. Members are asked to approve this
document.

The Charging Policy, attached at Appendix 11 and should be read in conjunction with the
Pensions Administration Strategy. It sets out the Fund’s policy on charging employers for
poor quality data, late submissions of information required to calculate member benefits
and late payments of contributions or submission of accompanying paperwork. Minor
tracked wording changes have been made. Members are asked to approve this
document.

The Breaches Policy, attached at Appendix 12, sets out the Fund’s policy and procedures
for identifying, managing and where necessary reporting breaches of the law as covered in
The Pensions Regulator's new General Code of Practice. Tracked changes have been
made to ensure the Fund meets the requirements of the new code. Members are asked to
approve this document.

The General Data Protection Regulations (GDPR) Privacy Notice, attached at
Appendix 13, sets out how and why NYC processes personal data in relation to the Fund.
This Notice follows that of the administering authority in order to ensure compliance. Minor
tracked wording changes have been made. Members are asked to approve this
document.

The GDPR Memorandum of Understanding, attached at Appendix 14, sets out for
employers the statutory basis on which data will be shared between the parties and NYPF’s
expectations of employers during their participation in the Fund. This again follows the
approach taken by the administering authority. Minor tracked wording changes have been
made. Members are asked to approve this document.

The Knowledge and Skills Policy attached as Appendix 15, sets out the requirements
for knowledge and understanding within the NYPF as set out in the Pensions Regulator’s
(tPR) General Code of Practice. The policy has been updated to reflect the requirements of
the new code. Members are asked to approve this document.

The Cashflow Policy attached as Appendix 16, describes how the Fund will manage its
cashflow requirements. This is an area of increasing importance as the Fund approaches
cashflow negative territory. Members are asked to approve this document.

The Responsible Investment (RI) Policy attached as Appendix 17a. It remains aligned
with Border to Coast’s suite of responsible investment policies, being the Responsible
Investment Policy, the Climate Change Policy and the Corporate Governance and Voting
Guidelines document. Members are asked to approve this document.

Attached at Appendix 17b is the Climate Change Statement. This document expands on
the Fund’s approach in this area. Members are asked to approve this document.
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3.4

3.4.1

34.2

3.4.3

3.4.4

3.4.5

4.0

4.1

4.2

4.3

NEXT STEPS

It has been the Committee’s practice to have the governance documents of the Fund
reviewed by an independent party every few years. The last review was carried out in 2020.
A review was due in 2022 but was deferred on the expectation that the DLUHC (Department
for Levelling up, Housing and Communities) would be introducing guidance on good
governance. The intention was to have a review after this guidance was available and after
changes had been made to the Fund’s arrangements. In 2023 the Committee agreed to
defer the review for another year for the same reason. Although it is understood that the
guidance is imminent, the general election will have delayed its publication, and the delay
could be significant.

However, there is another requirement covering governance arrangements that has been

recently published, the Pension Regulator's new General Code. This expands on the
previous Code of Practice 14. It is comprised of five main areas:

o The governing body

e Administration

¢ Communications and disclosure

e Funding and investment

o Reporting to TPR
Each of these areas includes requirements for an “effective system of governance” which
are the policies and procedures that should be in place, proportionate to the size and
complexity of the scheme. The Code does not prescribe what is needed in every case,
recognising that different approaches may be appropriate depending on the circumstances.
Officers have made a preliminary assessment of the Fund’s compliance with the Code and
a number of actions are being pursued. Once this work has been completed it may be
appropriate to arrange for an independent review of the Fund’s governance arrangements,

irrespective of whether DLUHC has published their good governance guidance by then.

A workshop on the General Code has been arranged for members of the Committee on 27
June 2024.

NYPF DRAFT STATEMENT OF ACCOUNTS

The statutory deadline for the Council to publish its unaudited accounts, which includes
NYPF’s accounts is 31 May each year. The deadline to publish its final (audited) accounts
is 30 September. The responsibility to approve the Council’s draft accounts resides with its
S151 Officer, and its Audit Committee has the responsibility to approve its final accounts.

Due to phasing of work and internal priorities, the Council’s draft accounts including the
NYPF’s accounts has not (at the time of writing) been published. The extract of the NYPF
accounts is attached as Appendix 18.

The deadline for the publication of the NYPF Annual Report, which includes the Fund’s

accounts is 1 December 2022. It is the PFC’s responsibility to approve this document. It
will therefore be brought to the PFC for approval at its meeting on 22 November 2024.
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5.0 RECOMMENDATIONS
Members are asked to:
5.1  Approve the changes made to the following governance documents:

Investment Strategy Statement (Appendix 1)
Governance Compliance Statement (Appendix 2)
Funding Strategy Statement (Appendix 3)
Communications Policy (Appendix 4)

Admissions and Terminations Funding Policy (Appendix 5)
Pension Administration Strategy (Appendix 7)
Administering Authority Discretions Policy (Appendix 8)
IDRP Guide (Appendix 9)

Governance Roles and Responsibilities (Appendix 10)
Charging Policy (Appendix 11)

Breaches Policy (Appendix 12)

GDPR Privacy Notice (Appendix 13)

GDPR Memorandum of Understanding (Appendix 14)
Training Policy (Appendix 15)

Cashflow Policy (Appendix 16)

Responsible Investment Policy (Appendix 17A)
Climate Change Statement (Appendix 17B)

5.2 Note the contents of the following governance document:
¢ Risk Management Policy (Appendix 6)

5.3 Note the draft 2023/24 NYPF Statement of Accounts (Appendix 18).

Gary Fielding

Treasurer to North Yorkshire Pension Fund
NYC

County Hall

Northallerton

18 June 2024
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Appendix 1

)
North Yorkshire Pension Fund %‘3"@%

Style Definition: TOC 1: Tab stops: 1.16 cm, Left + 15.9
cm, Right,Leader: ...

Investment Strategy Statement

l S Local Government
Pension Scheme

If you require this information in an alternative language or another format such as
large type, audio cassette or Braille, please contact the Pensions Help & Information
Line on 01609 536335
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Appendix 1
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1.0

1.1

1.2

13

1.4

1.5

2.0

21

2.2

3.0

31

3.2

3.3

Appendix 1
Introduction

Regulation 7 of the Local Government Pension Scheme (Management and Investment of Funds)
Regulations 2016 (the Regulations) requires administering authorities to formulate, publish and
maintain an Investment Strategy Statement (ISS). This document is the ISS of the North Yorkshire
Pension Fund (NYPF, or the Fund) for which North Yorkshire Council (the Council) is the administering
authority.

The Council has delegated all its functions as the administering authority of NYPF to the Pension Fund
Committee (PFC, or the Committee). The Corporate Director Resources, who reports to the Chief
Executive, has day to day control of the management of all aspects of the Fund’s activities.

The Committee determines the investment policy of the Fund and has ultimate responsibility for the
investment strategy. The Committee undertakes its responsibilities after taking appropriate advice
from external advisers.

The Committee seeks to invest in accordance with the ISS, any Fund money that is not needed to make
payments from the Fund. The ISS should be read in conjunction with the Fund’s Funding Strategy
Statement.

The Fund has consulted on the contents of the Investment Strategy Statement with such persons it
considers appropriate. This document is reviewed annually as part of the Fund’s annual governance
review.

Objectives of the fund

The primary objective of the Fund is to provide pension benefits for members upon retirement and/or
benefits on death for their dependents, on a defined benefits basis. Investments will therefore be
selected with the aim of fully funding these benefit requirements over an extended number of years.
The funding position will be reviewed at each Triennial Valuation with adjustments to the investment
strategy, asset allocation and to investments with investment managers as required.

The investment objective of the Fund is to provide for sufficient income and capital growth of the
Fund’s assets in a range of market conditions, supplemented by employee and employer contribution
income, to meet the cost of benefits as they fall due. It is translated into a suitable strategic asset
allocation benchmark designed to address the nature of the Fund’s liabilities, and deliver a return over
the long term including through periods of volatility in financial markets.

Investment of money in a wide variety of investments

It is the PFC’s policy to invest the assets of the Fund to spread risk by ensuring a reasonable balance
between different categories of investments. The PFC takes a long term approach and invests in asset
classes and individual investments that are expected to generate an attractive risk-adjusted return for
the Fund and meet the cost of its liabilities.

The Fund may invest in a wide range of investments including quoted and unquoted assets in Equities,
Fixed Income, Property and Alternatives either directly or through pooled funds. The Fund may also
make use of derivatives, either directly or in pooled funds, for the purposes of efficient portfolio
management or to hedge specific risks, in order to protect the value of the Fund’s assets.

The Committee reviews the investments of the Fund on a regular basis, with particular regard to
suitability and diversification. On each occasion, the Committee receives advice from its Investment
Consultant and Independent Adviser.

3 V4.10_June 20243
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3.4

3.5

Appendix 1
Changes to the Fund’s asset allocation strategy include the addition of Alternatives, being Property
(2012), Private Debt (2016) and Infrastructure (2019), Climate Opportunities (2022)_and UK
Opportunities. Multi Asset Credit was added in 2020. These asset classes have served to further
diversify the Fund’s investments, spreading risk and reducing short term volatility while maintaining
sufficient investment returns.

A review of the investment strategy took place in the first quarter of 2021, when a number of changes
were made. This review was supported by investment beliefs agreed by the Committee:

e Equity should be the main driver of risk and returns

e Active management can add value (particularly in equities)

e Avoid diversification for diversifications sake

e Only add suitable new assets when there is a clear benefit and here has been appropriate
training

e As along-term investor some volatility in assets can be afforded

e As along-term investor some illiquidity can be afforded if it adds value

3-53.6llliquid credit other than Private Credit, and Absolute Return were dropped from the strategy, and

Property was reduced. There were corresponding increases to the allocations to Equities,
Infrastructure, Corporate Bonds and Government Bonds. Overall, the changes were intended to
improve the efficiency of the strategy, through reducing risk but maintain return expectations. The
investment strategy was again reviewed in 2023, including an assessment under a range of climate
change scenarios. The conclusion was that no further changes were required.

3-63.7The changes to the private markets allocations of Infrastructure and private credit will be

implemented over several years. To help align the current asset allocation closer to the strategy while
these illiquid allocations grow over time, Listed Alternatives is being used on a temporary basis.

3-73.8The Fund’s current long-term strategic asset allocation is set out in the table below.

Benchmark %

Equities 50
Infrastructure 10
Property 7.5
Private Credit 5

Multi Asset Credit 5

Corporate Bonds 7.5
Government Bonds 15

3-83.9Actual allocations are considered with reference to the benchmark allocations by the Committee each

quarter. Based on tactical views, rebalancing activity is carried out as required. 3% thresholds below
and above the allocations to the global equity managers assist with the approach to rebalancing.

3.93.10 Historically and where possible, investments at the asset class level have been sub-divided

into two or more mandates with different investment managers operating to different benchmarks,
further increasing the diversification of the Fund’s investments. As assets are gradually being
transferred to Border to Coast (see section 6) this is being replaced by a different approach.
Investments are typically in funds which employ two or more external investment managers.
Therefore although the approach is changing, diversification is maintained and in some cases
increased.

3-103.11 Each investment manager operates to a specific benchmark and to specific mandate

restrictions appropriate to their process and style, so that in aggregate, their activities are aligned to
the overall performance requirements and risk appetite of the Fund. Each manager holds a range of

4 V4.10_June 20243
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Appendix 1

underlying investments which reflects their views relative to their respective benchmarks, as
permitted by their mandates.

The investment management arrangements of the Fund are as follows.
Manager Mandate Objective
Border to Coast UK Equities To outperform the FTSE All Share Index

by 2% pa over the long term

Border to Coast

Global Equities

To outperform the MSCI All Countries
World Index by 2% pa over the long term

Baillie Gifford

Global Equities (Long Term

Global Growth)

To outperform the FTSE All World Index
by 3% over the long term

Border to Coast

Listed Alternatives

MSCI All Country World Index (Net) over
the medium term

Border to Coast

Infrastructure

IRR of 8% (net)

Border to Coast

Climate Opportunities

IRR of 8% (net)

Border to Coast

UK Opportunities

IRR of 8% (net)

Hermes

e

To—outperform-the IRD-Other Balanced
Property-Fondstndexby 0.5% overthe
Arecivm-terpy

Legal & General

UK Property

To outperform the MSCIHRB All Balanced
Property Funds Index over the medium
term

Threadneedle

UK Property

To outperform the MSCIHRD All Balanced
Property Funds Index by 1% to 1.5% over
the medium term

Arcmont Private Debt IRR of 9% gross (7% net) including 4.5%
cash yield
Permira Private Debt IRR of 9% gross (8% net) including 5%

cash yield

Border to Coast

Private Debt

IRR of 6% (net)

Border to Coast

UK Corporate Bonds

To outperform the iboxx Sterling Non-
Gilts Index by 0.6% over the long term

Border to Coast

UK Government Bonds

To outperform the FTSE UK Index Linked
Gilts over 15 Years Index by 0.2% over the
long term

NYC Treasury
Management

Cash

To outperform the Bank of England base
rate

V4.10_June 20243
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Manager Mandate Objective
Northern Trust Cash To outperform the Bank of England base
rate

Although there is not an allocation to cash in the strategy, there will inevitably be a small

allocation in practice, to satisfy the Fund’s cash flow management requirements.

The Fund is permitted to invest up to 5% in entities connected to the administering authority.

There are currently no such investments.

4.0 The suitability of particular investments and types of investments

4.1

The following categories of investment have been approved as suitable for the NYPF.

UK Equities

Overseas Equities

UK Bonds

Index Linked Bonds

Multi-Asset Credit

provide a share in the assets and profitability of public
companies floated on UK stock exchanges. Capital gains and
losses arise as share prices change to reflect investor
expectations at the market, sector and stock levels. Income
is derived from dividends.

are similar to UK Equities but allow greater diversification
amongst markets, sectors and stocks. Valuations are
affected by exposure to movements in the relative value of
the foreign currencies in which investments are made against
sterling. Exchange rates are likely to reflect differentials in
inflation so should not affect returns materially over the long
term, but over the short term currency movements may
significantly add to or subtract from returns. Equities are
expected to provide high returns compared to other asset
classes (the “equity-risk premium”).

are debt instruments issued by the UK Government and
other borrowers. Bonds provide a fixed rate of interest and
are usually redeemed at a fixed price on a known future date.
Valuations primarily reflect the fixed level of interest, the
period to redemption and the overall return demanded by
investors. They are vulnerable to rising inflation and
correspondingly benefit from falling inflation.

are bonds that provide interest and a redemption value
directly linked to a measure of inflation, usually the Retail
Price Index or a similar index. The returns from this asset
class act as a useful proxy for movements in liability values.

Multi-Asset Credit strategies offer investors exposure to a
diverse range of credit premia, by investing across a range of
geographies, asset classes and credit instruments, in order to
protect against rising interest rates and changes in the credit
cycle. These funds are well positioned to complement a
traditional fixed income allocation, and provide portfolio
diversification whilst de-risking from equities.

6 V4.10_June 20243
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UK Property

Infrastructure

Private Debt

Listed Alternatives

Climate Opportunities

UK Opportunities

Derivative Instruments

Appendix 1
is an investment in buildings, indirectly through pooled
vehicles. Capital gains and losses occur as prices fluctuate in
line with rental levels and investor demand. Income is
generated from rents collected from tenants. The nature of
rental agreements gives property some of the characteristics
of bonds, whilst growth and inflation provide some of the
characteristics of equities. It is, therefore, a useful
diversifying asset class.

is a term for real assets which provide essential services to a
community for example transport facilities,
telecommunications networks and water supplies. These are
long term, illiquid investments that should provide stable
returns that in some cases are inflation linked and largely
uncorrelated to equities, making it a diversifying asset class.

is loan arrangements provided directly to companies over
the medium term for a return, significantly above rates
charged by commercial banks. Typically they are provided
through pooled fund arrangements and require that
investors commit funds for a period of 5 to 7 years, with
income and capital being returned throughout that time.

is an approach to investing in infrastructure, private debt and
other alternatives through UK and overseas stock exchanges.
The risk and return characteristics are therefore a blend of
equities and alternatives. Temporarily investing in this asset
class enables exposure to alternatives to be quickly
established in lieu of an allocation to private markets, which
will be built up over a number of years.

is an investment which aims to have a positive impact on
climate change and supporting long-term net zero carbon
emissions goals. It is comprised of investments in private
equity, infrastructure and private credit. The themes are
clean energy, transport, agriculture, technology, industry
and sequestration.

seeks to deliver high-quality investment opportunities
expected to have a positive economic impact. Investments
include new build housing, commercial properties and
regeneration projects; renewable energy development and
supporting grid infrastructure; and finance for early stage
and growth companies in the UK. As well as offering
attractive returns, investments are also expected to add
value to the local and wider UK economy.

such as options and futures are mechanisms through which
the Fund can be protected from sudden changes in share
prices or exchange rates. Although not income producing
they can result in capital gains and losses. They may be used
to hedge the Fund’s exposure to particular markets.

7 V4.10_June 20243
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Appendix 1
Cash is invested in authorised institutions in accordance with the
treasury management policy of the Council under the terms
of a Service Level Agreement and attracts interest at market
rates.

Each asset class has different return expectations and volatility characteristics. They are blended to
produce the optimal investment return while taking an appropriate level of risk. Periodic investment
reviews assess whether this blend requires adjustment, including through the addition of new asset
classes, to take account of changing market conditions and the evolving asset and liability profile of
the Fund. Tactical rebalancing also takes place, as required. All monitoring, reviews and rebalancing
is undertaken after taking advice from the Fund’s Investment Consultant and Independent Adviser.

The 2023 investment strategy review was concluded based on an expected return on assets of 7.2%
per annum over the long term. This is higher than the expected return assumed by the 2022 Valuation
of 6.1%, due to the negative returns experienced by most asset classes in 2022/23. 6.1% was 2%
above the discount rate used to calculate the Fund’s liabilities and reflects a “probability of funding
success” as described in the Funding Strategy Statement of 80%. This is based on the Fund’s current
asset mix and assumes no outperformance from active management.

The approach to risk, including the ways in which risks are to be measured and managed

The Fund aims to achieve its funding objective by taking an appropriate level of risk, through investing
a proportion of funds in growth assets. Ongoing monitoring of the risk profile takes place, including
reassessing its appropriateness, through investment strategy reviews and at the quarterly meetings
of the PFC when appropriate. Close regard is paid to the ongoing risks which may arise through a
developing mismatch, over time, between the assets of the Fund and its liabilities, together with the
risks which may arise from any lack of balance or diversification of the investment of those assets.

The risk of financial mismatch is that the Fund’s assets fail to grow in line with the liabilities. It is
managed by the Committee through a review of the assumptions used to calculate the Fund’s
liabilities at each Triennial Valuation, and an assessment by the Actuary of the Fund’s asset allocation
strategy of the probability of achieving funding success. This assessment forms the basis for
subsequent asset allocation reviews aimed at controlling risk and further improving the funding
position.

Longevity risk and other demographic factors are assessed at each Triennial Valuation. The Committee
reviews national and Fund specific trends as part of this process.

Systemic risk, being the possibility that an event akin to the financial crisis occurs, is mitigated through
the diversified nature of the Fund’s asset allocation strategy. The Committee has taken steps since
the global financial crisis in 2008 to spread investments across a larger number of asset classes which
behave differently in different market conditions. The risks associated with individual asset classes,
the combined nature of risks at Fund level are reassessed at each strategy review and changes made
as appropriate.

This diversification across asset classes and across investment managers within each asset class
significantly mitigates concentration risk, so that the effect of underperformance of any one asset
class or investment manager is minimised. Rebalancing activity prevents material departure from the
strategic asset allocation benchmark.

The significant majority of the Fund’s assets are invested in liquid investments, so that the risk of
illiquidity, being an inability to meet liabilities as a result of a lack of liquid assets, is minimal. The risk
is further managed by cashflow forecasting.

8 V4.10_June 20243
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Currency risk is that the Fund’s assets, the majority of which are overseas, underperform relative to
Sterling. This risk is managed through a periodic assessment of currency exchange rates including
receiving advice on the suitability of hedging the major currencies the Fund’s assets are denominated
in.

Agreements with the Fund’s custodian and investment managers provide protection against
fraudulent losses. In addition, regular checks are undertaken by independent auditors of the
custodian’s and investment managers’ systems. These organisations have internal compliance teams
which also monitor and report on risk.

The Fund has its own Risk Management Policy and maintains a Risk Register which identifies the key
risks, an assessment of the potential impact of each risk should it occur, and the controls and
contingency plans in place to mitigate the likelihood and severity of each risk. The Risk Register is
reviewed by the PFC annually and by the Pension Board semi-annually.

Environmental, Social and Governance (ESG) factors present financial and non-financial risks to the
Fund which could impact on the ability to achieve the long term return target. The Fund’s approach
to managing these risks is detailed in the Responsible Investment Policy. The Climate Change
Statement expands on the approach in relation to this area.

The approach to pooling investments, including the use of collective investment vehicles and
shared services

In order to satisfy the requirements of the Local Government Pension Scheme (Management and
Investment of Funds) Regulations 2016, the Fund has become a shareholder of the Border to Coast
Pensions Partnership (“Border to Coast”, or “the Pool”). Border to Coast is an FCA regulated Operator
and Alternative Investment Fund Manager (AIFM), that became operational in July 2018.

Border to Coast is a partnership of the administering authorities of the following LGPS Funds:

e Bedfordshire Pension Fund

e Cumbria Pension Fund

e Durham Pension Fund

e East Riding Pension Fund
Lincolnshire Pension Fund
North Yorkshire Pension Fund
South Yorkshire Pensions Authority
Surrey Pension Fund
Teesside Pension Fund

Tyne & Wear Pension Fund
Warwickshire Pension Fund

The Fund retains responsibility for determining the investment strategy and asset allocation, and
delegates manager selection to the Pool. This ensures that the fiduciary duty for and democratic
accountability of the Fund can be maintained, whilst facilitating the delivery of cost benefits through
scale.

The governance structure of the Pool is as follows:

9 V4.10_June 20243
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Formal decision maker

Administering
Authorities

co;e;istl:'; & . Shareholders

Investment sub- Statutory Officers (cr:;s;:ast]e
groups

Joint Committee . Officers .

Advisors {Investor matters) Operations Group Provide support and
challenge but not formal
decision maker

Border to Coast
(Operator and
Asset Manager)

Depositary Board
(on behalf of ECA
e
sub-funds)

Border to Coast

Management
Team

The Fund will hold the Pool to account through the following mechanisms:

e Ashareholding in Border to Coast with voting rights of equal weight to the other ten partner
funds, enabling oversight and control of the corporate operations of Border to Coast

e Arepresentative on the Joint Committee which, as an investor, will monitor and oversee the
investment operations of Border to Coast

e Officer support to the representatives above from the Officer Operations Group and the
Statutory Officer Group. Day to day oversight will be provided by these officer groups.

It is expected that all of NYPF’s assets will be transitioned into the Pool, once suitable sub-funds are in
place. This process is expected to take a number of years. The key criteria for the assessment of the
sub-funds offered by the Pool are that they provide suitable solutions that meet the investment
objectives and asset allocation strategy of the Fund and that there are significant financial benefits in
investing. The Fund undertakes due diligence prior to investment to ensure that the interests of NYPF
are met. Certain illiquid investments will be retained by NYPF until they are fully realised. The legal
structures of these illiquid assets are such that it may not be practical to transfer ownership without
a substantial loss in value. The Fund will continually monitor assets that are held outside of the Pool
to ensure that this continues to be appropriate and that value for money is being demonstrated.

An annual report will be submitted to the Scheme Advisory Board providing details of assets
transferred into the Pool.

How social, environmental or corporate governance considerations are taken into account in
the selection, non-selection, retention and realisation of investments

The PFC takes the view that its overriding obligation is to act in the best financial interests of the
Scheme and its beneficiaries. It is recognised that ESG factors can influence long term investment
performance and the ability to achieve long term sustainable returns. Investment advice received by
the Fund implicitly includes consideration of these factors. Therefore, as a responsible investor, the
Committee and the Fund’s managers wish to promote corporate social responsibility, good practice
and improved performance amongst all companies in which it invests.
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Appendix 1

The consideration of ESG factors are incorporated into the investment managers’ investment
processes. This includes acting as a responsible investor, through the considered voting of shares and
engaging with investee companies in relation to corporate governance standards and best practice.

The Fund’s approach to ESG is set out in its Responsible Investment Policy. This document details the
consideration of financial and non-financial factors, the approach to stewardship and engagement and
a number of other associated issues. There is a section on climate change, which is expanded on in
the Fund’s Climate Change Statement.

The Committee further considers the financial impact of ESG factors on its investments through
regular reporting by the Fund’s investment managers. This includes reporting on engagement with
company management and voting activity.

The Fund is closely involved with Border to Coast in the development of company policies in relation
to ESG issues. This includes annual updates to Border to Coast’s Responsible Investment Policy,
Corporate Governance and Voting Guidelines, and their Climate Change Policy. NYPF also works with
Border to Coast on the evolving approach to investing, such as the weight given to ESG issues in
investment processes and the depth of reporting.

NYPF is a member of the Local Authority Pension Fund Forum (LAPFF) which is the UK’s leading
collaborative shareholder engagement group. This organisation promotes ESG good practice on
behalf of over 80 LGPS funds. Its activity acts as a complement to that undertaken by the Fund’s
investment managers. Any differences in approach are discussed with the Fund’s investment
managers so that the reasons are fully understood.

The Fund’s managers are also involved in collaborations. For example, Border to Coast is a member
of the Institutional Investor Group on climate Change (IIGCC) and Climate Action 100+, and the 30%
Club Investor Group which aims to improve diversity on company boards.

Any evaluation of impact investments is made on the same basis as other investment opportunities,
in taking into account financial and non-financial factors.

The exercise of rights (including voting rights) attaching to investments

The Committee has delegated the exercise of voting rights to its external investment managers.
Voting should be undertaken where it is believed to be in the best interests of the Fund. The Fund’s
investment managers are required to report quarterly on their voting activities. As part of the Annual
Report there will be a disclosure of voting activity.

A new Stewardship Code has been published. The Fund intends to report against this code in the
future. The Fund adhered to the earlier Stewardship Code as published by the Financial Reporting
Council and was a Tier 1 signatory. A Statement of Compliance with the earlier code will continue to
be published on the Fund’s website until the new report is available. As funds transfer to the Pool,
the Committee will expect both Border to Coast and any investment managers appointed by it to also
comply with the new Stewardship Code.

The Fund’s collective engagement activity through the LAPFF supports the voting activity undertaken
by investment managers.

June 20242023
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1.0 Introduction

11

1.2

1"

This Statement has been prepared by North Yorkshire Council (NYC, or “the Council”) as administering
authority of the North Yorkshire Pension Fund (NYPF, or “the Fund”) in accordance with the requirements of
the provisions of the Local Government Pension Scheme (LGPS) Regulations 2013.

These regulations describe the governance arrangements of the Fund and assess them against a set of best
practice principles, either confirming compliance or providing an explanation of the reasons for non-
compliance as appropriate.

2.0 Governance Arrangements

2.1

2.2

2.3

Overall responsibility for the governance of the LGPS, as it is organised and operated in North Yorkshire
resides with the Pension Fund Committee (PFC), a committee of the Council, which has been delegated the
following powers:

To exercise the powers of the Council to invest monies forming part of the Fund, including:

e to determine and periodically review the Investment Strategy, the Funding Strategy and other
governance documents of the Fund

e to appoint investment managers to manage and invest Penrsien-Fund monies on the Council’s behalf;

e to determine what the Pensien-Fund requires its investment pooling provider Border to Coast Pensions
Partnership to provide, in order to implement its investment strategy;

e to receive reports from the appointed investment managers setting out the action they have taken under
their appointment

e to receive reports from the Investment Advisor and the Investment Consultant regarding the investment
performance of the appointed investment managers and the Pensien-Fund overall

e to receive regular budget reports regarding the administration of the Fund

e from time to time consider the desirability of continuing or terminating the appointments of any
organisations involved in the investment of the monies of the Pensien-Fund

e to receive regular reports on the budget and cash flow of the Pensien-Fund;

e to receive regular reports on the administration of benefits of the Pensien-Fund covering member and
employer issues;

e to approve a Statement of Final Accounts and associated governance statements for submission to the
Audit Committee;

e to approve the Annual Report of the Pensien-Fund; and

e from time to time reporting to the Executive

To exercise all the Council’s powers as administering authority for the Nerth—Yerkshire-Pensien-Fund, subject
to any specific instructions that might be given from time to time by the Council.

To carry out the Council’s functions relating to the Lecal-GevernmentPension-SehemelLGPS under

e -The Local Government Pension Scheme Regulations 2013;

e The Local Government Pension Scheme (Transitional Provisions, Savings and Amendments) Regulations
2014;

e The Local Government Pension Scheme (Management and Investment of Funds) Regulations 2016 and
any other Regulations that relate specifically to the Council‘s responsibility to administer the Leeal
Gevernment-Pensien-Scheme

To comply with regulation 106 of the LGPS (Amendment) (Governance) Regulations 2015, terms of reference
to establish the Council’s Pension Board were approved at its meeting on 13 November 2019.

The Pension Board is responsible for assisting the Council in securing compliance with the regulations, and to
ensure the efficient and effective governance and administration of the LGPS. The Pension Board will have an
oversight role in the governance of the Fund.

OFFICIAL
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2.4

2.5

2.6

2.8

The key points from the terms of reference are:

there are nine members of the Pension Board, being-four scheme member representatives (voting), four
employer representatives (voting) and one independent chair (non-voting)

there will be four meetings each year

the Pension Board has its own -conflicts of interest policy

costs of the Pension Board will be met by the Fund

the quorum required for the-Pension Board meetings is the Chair, one employer representative and one

scheme member ard-ene-employerrepresentative

In order to provide an independent assessment of the Fund’s governance arrangements the PFC has
appeinted-appoints an Independent Professional Observer (IPO). The IPO offers advice on governance related
matters and reports periodically to the PFC on the level of compliance of the Fund against the Department
for Levelling Up, Housing and Communities (DLUHC) and Local Government’s best practice principles. This
position is currently vacant.

The Council’s constitution sets out the duties of the Corporate Director —Strategie-Resources in relation to
the Fund. Essentially, the Corporate Director acts as the Treasurer of the Fund (and is referred to as such in
the remainder of this Statement) providing information and advice to the PFC whilst also managing the day
to day affairs of the Fund, including:

the exercise of the Council’s function as administering authority, subject to any specific instructions that
might be given from time to time by the PFC

the power to seek professional advice and to devolve day to day handling of the Fund to professional
advisers within the scope of LGPS regulations and

to change the mandate of or monies allocated to a Fund manager, in consultation with the Chairman and
at least one other Member of the PFC, in circumstances when not to do so would lead to a real or
potential loss in value of the RPensien-Fund’s investments. Any such action tewill be reported to the PFC
as soon as practicable.

NYPFOG meets periodically to provide an opportunity for employers and NYPF officers to meet and address
any issues relating to the administrative arrangements of the Fund.

3.0 Representations and Meetings

3.1

The current membership of the PFC is as follows:

ten elected Members representing the administering authority who each hold one vote on the PFC

one elected Member representing the Fund’s other largest employing body, the City of York Council,
holding one vote.

a number of substitute Members have been nominated to attend in the absence of each of the main
Members

three union representatives are invited to attend every meeting, in a non-voting capacity

the Chairman of the Pension Board is invited to attend every meeting, in a non-voting capacity

the quorum required for meetings is three elected Members
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3.2

33

3.4

3.5

3.6

The PFC is governed by the decision making procedures defined in the Constitution of the Council, being a full
committee of the Council. These are fully compliant with the terms of the Local Government Act 2000. In
addition, the PFC complies with the procedural requirements defined in LGPS regulations.

Papers for all meetings of the PFC are provided to all the Members identified in paragraph 3.1 above,
including substitute members and union representatives. In addition, the Investment Adviser and Investment
Consultant (who also attend every meeting), Fund Managers and the Fund Actuary are given the opportunity
to view all items on the public agenda of each meeting.

PFC papers are also publicly available on the Council’s website. The Communications Policy explains in more
detail the arrangements for engagement with all stakeholders.

The PFC convenes once each quarter. The Fund’s investment managers are scheduled to attend additional
meetings where the PFC specifically considers fund manager performance and related matters. Four
supplementary meetings a year are normally held for this purpose. In attendance at each meeting are the
Investment Adviser, the Investment Consultant, the Treasurer and representative members of his staff
involved with the NYPF (e.g. Head of Pensions Administration, Head of Investments), and a Committee Clerk.

The PFC has also included an additional specific meeting indthyin its programme. This is in order to consider
the draft Statement of Final Accounts and undertake the annual review of the Fund’s governance documents,
in addition to any other business requiring attention at that time.

4.0 Operational Procedures

4.1

4.2

4.3

4.4

4.5

4.6

4.7

In the CIPFA Pensions Finance Knowledge and Skills Framework it states that “Administering Authorities
should ensure that decisions are taken by persons or organisations with the skills, knowledge, advice and
resources necessary to take them effectively”. There are legal requirements set out in the LGPS regulations
and other relevant legislation, as well as best practice guidance on training published by professional and
regulatory bodies.

Both the PFC and Pension Board complete the CIPFA skills matrix questionnaire in order to identify skills gaps
and training needs.

The Fund arranges a programme of internal and external training events and access to other resources
designed to meet these requirements, recommendations and best practice guidance principles for Members
of the PFC. A register of all training events is maintained and reported at each PFC meeting.

Members of the Pension Board must have the required knowledge and understanding of the Scheme, and
the law and regulations relating to pensions in order to properly exercise their duties. The Pension Board has
access to the programme of internal and external training events and to other resources designed to meet
these requirements.

The costs incurred by Members of the PFC and the Pension Board in attending training sessions are met by
the Fund in accordance with the policies of the administering authority.

The Fund has a Business Plan that is agreed at the start of each financial year which is reviewed as
appropriateannually.

ta—relation—to-investment-mattersTthe Investment Consultant and each tavestment-investment Manager
manager for the Fund areis required to submit a quarterly report to the PFC. These reports summarises
summarising the investment activities within the Fund’s portfolios during the preceding quarter and

reporting-detailsreports the value and performance of the investments at the end of eaeh-suehthe reporting
quarter.
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4.8 In addition the Treasurer will present reports to every PFC meeting detailing performance in relation to the
administration activities of the Fund and other significant matters for Members’ attention as determined by

| the work plan;—. tTopics will include reports on the budget position, updates on the regulations,
communications with stakeholders, training events and admission agreements, etc.

| 4.9 Outside of this periodic reporting to the PFC;:

the activities of the administration team are regularly monitored by the Treasurer as part of the ongoing

performance monitoring arrangements eperated-within-the Central-Servicesdirecterate-of the Council. In

addition, the Fund participates in benchmarking as well as value for money exercises with other Funds.

the performance of the investment managers is monitored on an ongoing basis by the Investment
Consultant and the Treasurer. Meetings are held with the investment managers on a routine basis and/or
when particular issues arise (e.g. staff changes) that may affect the performance of that manager-en

behalfof the Fund.

5.0 Key Policy and Strategy Documents

5.1 In addition to the range of information provided by the Fund for scheme members and employers, the Fund
publishes a number of other key documents relating to the administration and governance of the Fund.
These are as follows:

Administering Authority Discretions
Administration Strategy
Admissions and Terminations Policy
Annual Report

Breaches Policy

Cashflow Policy

Charging Policy

Communications Policy

Funding Strategy Statement {FSS}
GDPR Privacy Notice

e GDPR Memorandum of Understanding

GDPR Fund Retention Policy
Governance Compliance Statement
Governance Roles and Responsibilities
Internal Dispute Resolution Procedure
Investment Strategy Statement
Responsible Investment Policy

Risk Management Policy

Risk Register

+—Training-Peliey Knowledge and Skills Policy
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6.0 Compliance with Best Practice Principles

The management of the administration of benefits and strategic management
of fund assets clearly rests with the main committee established by the
appointing Council

Fully compliant

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

Fully  compliant. It s
assumed that the Pension
Board fulfils the role of a
secondary panel and these
stakeholder groups are all
eligible to be represented

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

Fully  compliant. It s
assumed that the Pension
Board fulfils the role of a
secondary panel (as the
Board is not a committee in
legal terms)

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

Fully compliant. Chair of
Pension Board attends the
PFC in a non-voting capacity

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

e employing authorities (including non-scheme employers,
admitted bodies)
scheme members (including deferred and pensioner scheme
members)
where appropriate, independent professional observers
expert advisers

eg.

Fully compliant

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

Fully compliant

That committee or panel members are made fully aware of the status, role
and function they are required to perform on either a main or secondary
committee

Fully compliant

The policy of individual administering authorities on voting rights is clear and
transparent, including the justification for not extending voting rights to each
body or group represented on main LGPS committees

Fully compliant

Voting rights on the PFC are limited to representatives of the administering authority which is responsible for the
effective and prudent management of the Scheme, and to representatives of the Fund’s major employers. -This
arrangement provides an optimal number in terms of decision making effectiveness, therefore voting rights have not
been extended to other stakeholders.
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That in relation to the way in which statutory and related decisions are taken
by the administering authority, there is a clear policy on training, facility time
and reimbursement of expenses in respect of members involved in the
decision-making process

Fully compliant

That where such a policy exists, it applies equally to all members of
committees, sub-committees, advisory panels or any other form of secondary
forum

Fully compliant

That an administering authority’s main committee or committees meet at
least quarterly

Fully compliant

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

Fully compliant

That administering authorities who do not include lay members in their
formal governance arrangements, provide a forum outside of those
arrangements by which the interests of key stakeholders can be represented

Fully compliant

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

Fully compliant

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

Fully compliant

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

Fully compliant
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This Statement has been prepared by North Yorkshire Council (the Administering Authority) to set out the
funding strategy for the North Yorkshire Pension Fund (the NYPF), in accordance with Regulation 58 of the
Local Government Pension Scheme Regulations 2013 (as amended) and the 2016 guidance issued by the
Chartered Institute of Public Finance and Accountancy (CIPFA) Pensions Panel.

1. Introduction

The Local Government Pension Scheme Regulations 2013 (as amended) (“the Regulations”) provide the
statutory framework from which the Administering Authority is required to prepare an FSS. The key
requirements for preparing the FSS can be summarised as follows:

e After consultation with all relevant interested parties involved with the Fund, the Administering
Authority will prepare and publish their funding strategy.

e In preparing the FSS, the Administering Authority must have regard to: -

e the guidance issued by CIPFA for this purpose.

e the supplementary statutory guidance issued by MHCLG (now DLUHC): Guidance on preparing
and maintaining policies on review of employer contributions, employer exit payments and
deferred debt agreements; and

e the Investment Strategy Statement (ISS) for the NYPF published under Regulation 7 of the Local
Government Pension Scheme (Management and Investment of Funds) Regulations 2016 (as
amended).

e The FSS must be revised and published whenever there is a material change in either the policy
on the matters set out in the FSS or the ISS.

The Administering Authority has also considered the Scheme Advisory Board's Guide to Employer
Flexibilities for Administering Authorities and Employers in developing the FSS with details on the Fund’s
policy on these flexibilities set out in the Admissions and Terminations Funding Policy.

Benefits payable under the NYPF are guaranteed by statute and thereby the pensions promise is secure.
The FSS addresses the issue of managing the need to fund those benefits over the long term, whilst at the
same time, facilitating scrutiny and accountability through improved transparency and disclosure.

The Scheme is a defined benefit arrangement with principally final salary related benefits for contributing
members up to 1 April 2014 and Career Averaged Revalued Earnings (“CARE”) benefits earned thereafter.
There is also a “50:50 Scheme Option”, where members can elect to accrue 50% of the full scheme benefits
and pay 50% of the normal member contribution rate.

The benefits provided by the NYPF are specified in the governing legislation (the Local Government Pension
Scheme (Transitional Provisions, Savings and Amendment) Regulations 2014) and the Regulations referred
to above. The required levels of employee contributions are also specified in the Regulations.

Employer contributions are determined in accordance with the Regulations which require that an actuarial
valuation is completed every three years by the actuary, including a rates and adjustments certificate.
Contributions to the NYPF should be set to “secure its solvency” and to "ensure long-term cost efficiency",
whilst the actuary must also have regard to the desirability of maintaining as nearly constant a primary rate
of contribution as possible. The actuary must have regard to the FSS in carrying out the valuation.
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2. Purpose of the FSS in Policy Terms

Funding is the making of advance provision to meet the cost of accruing benefit promises. Decisions taken
regarding the approach to funding will therefore determine the rate or pace at which this advance provision
is made. Although the Regulations specify the fundamental principles on which funding contributions
should be assessed, implementation of the funding strategy is the responsibility of the Administering
Authority, acting on the professional advice provided by the actuary.

The purpose of this Funding Strategy Statement is:

to establish a clear and transparent fund-specific strategy which will identify how employers'
pension liabilities are best met going forward.

to support the desirability of maintaining as nearly constant a primary contribution rate as
possible.

to ensure the regulatory requirements to set contributions to ensure the solvency and long-term
cost-efficiency of the fund are met; and

to take a prudent longer-term view of funding those liabilities

The intention is for this strategy to be both cohesive and comprehensive for the NYPF as a whole,
recognising that there will be conflicting objectives which need to be balanced and reconciled. Whilst the
position of individual employers must be reflected in the statement, it must remain a single strategy for the
Administering Authority to implement and maintain.

3. Aims and Purpose of the NYPF

enable primary contribution rates to be kept as nearly constant as possible and (subject to the
Administering Authority not taking undue risks) at reasonable cost to the taxpayers, scheduled,
resolution and admitted bodies, whilst achieving and maintaining fund solvency and long-term
cost efficiency, which should be assessed in light of the risk profile of the fund and employers,
and the risk appetite of the Administering Authority and employers alike

manage employers’ liabilities effectively

ensure that sufficient resources are available to meet all liabilities as they fall due, and

seek returns on investments within reasonable risk parameters.

receive monies in respect of contributions, transfer values and investment income,

and pay out monies in respect of scheme benefits, transfer values, costs, charges and expenses
as defined in the Regulations and in the Local Government Pension Scheme (Management and
Investment of Funds) Regulations 2016.

4. Responsibilities of Key Parties

The Administering Authority should:

operate a pension fund

collect employer and employee contributions, investment income and other amounts due to the
pension fund as stipulated in LGPS Regulations

pay from the pension fund the relevant entitlements as stipulated in LGPS Regulations

invest surplus monies in accordance with the Regulations

ensure that cash is available to meet liabilities as and when they fall due

manage the valuation process in consultation with the NYPF’s actuary

prepare and maintain an FSS and an ISS, both after proper consultation with interested parties,
monitor all aspects of the NYPF’s performance and funding and amend the FSS/ISS accordingly

effectively manage any potential conflicts of interest arising from its dual role as both fund
administrator and scheme employer
enable the local pension board to review the valuation process as set out in their terms of
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determine the amount of any exit credit following the exit of an individual employer from the Fund
in accordance with the Fund's Admissions and Terminations Funding Policy.

ensure consistent use of policies relating to revising employer contributions between formal
valuations, entering into deferred debt arrangements and spreading exit payments and ensure the
process of applying those policies is clear and transparent to all fund employers.

The Individual Employer should:

deduct contributions from employees’ pay correctly after determining the appropriate employee
contribution rate (in accordance with the Regulations)

pay all contributions, including their own as determined by the actuary, promptly by the due date
develop a policy on certain discretions and exercise those discretions as permitted within the
regulatory framework

make additional contributions in accordance with agreed arrangements in respect of, for example,
augmentation of scheme benefits and early retirement strain notify the Administering Authority
promptly of all changes to membership or, as may be proposed, which affect future funding

pay any exit payments on ceasing participation in the NYPF

notify the Administering Authority of any material change in financial circumstances for the
employer

The Fund actuary should:

prepare valuations including the setting of employers’ contribution rates at a level to ensure fund
solvency and long-term cost efficiency after agreeing assumptions with the Administering Authority
and having regard to the FSS and the LGPS Regulations

prepare advice and calculations in connection with bulk transfers and the 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 from the NYPF

provide advice to the Administering Authority on bonds or other forms of security against the
financial effect on the fund of employer default

assist the Administering Authority in assessing whether employer contributions need to be revised
between valuations as permitted or required by the Regulations, in particular in relation to any
review of contributions between triennial valuations under Regulation 64A

provide views in relation to any decision by the Administering Authority to spread an exit payment
under Regulation 64B

ensure that the Administering Authority is aware of any professional guidance or other professional
requirements that may be of relevance to his or her role in advising the NYPF

advise on funding strategy, the preparation of the FSS, and the inter-relationship between the FSS
and the ISS.
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5. Solvency Issues and Target Funding Levels

To meet the requirements of the Regulations the Administering Authority’s long term funding objective is
for the Fund to achieve and then maintain sufficient assets to cover 100% of projected accrued liabilities
(the "funding target”) assessed on an ongoing past service basis including allowance for projected final pay
in relation to pre-2014 benefits or where the underpin applies. In the long term, the employer rate would
ultimately revert to the Primary Contribution Rate (also known as the Future Service Rate).

The principal method and assumptions to be used in the calculation of the funding target as at 31 March
2022 are set out in Appendix 1.

Underlying these assumptions are the following two principles:
e that the Scheme is expected to continue for the foreseeable future; and
e favourable investment performance can play a valuable role in achieving adequate funding over the
longer term.

This allows us to take a longer-term view when assessing the contribution requirements for certain
employers. As part of this valuation when looking to avoid material, and potentially unaffordable,
increases in employer contribution requirements we will consider whether we can build into the funding
plan the following: -

e stepping in of contribution rate changes. For the 2022 valuation, the Administering Authority’s
default approach is to step any contribution changes over a period of 3 years, although in certain
circumstances a longer period may be considered, after consultation with the Actuary.

e a longer deficit recovery period than the average future working lifetime, particularly where
there are a number of younger active members.

In considering this the Administering Authority, based on the advice of the Actuary, will consider if this
results in a reasonable likelihood that the funding plan will be successful.

As part of each valuation separate employer contribution rates are assessed by the actuary for each
participating employer or group of employers. These rates are assessed taking into account the
experience and circumstances of each employer, following a principle of no cross-subsidy between the
distinct employers in the Scheme, other than where grouping of employers has been agreed in line with
the policy set out in the Fund's Admissions and Terminations Funding Policy.

In attributing the overall investment performance obtained on the assets of the Scheme to each employer
a pro-rata principle is adopted. This approach is effectively one of applying a notional individual employer
investment strategy identical to that adopted for the Scheme as a whole (except where an employer
adopts a bespoke investment strategy — see below).

The Administering Authority, following consultation with the participating employers, has adopted the
following objectives for setting the individual employer contribution rates arising from the 2022 actuarial
valuation:

e A default recovery period of 15 years will apply for open employers that are assessed to have a
deficit.

e A default recovery period equal to the average future working lifetime of the membership of the
employer will apply for closed employers that are assessed to have a deficit.
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e In addition, at the discretion of the Administering authority, a maximum deficit recovery period of
18 years will apply. Employers will have the freedom to adopt a recovery plan based on a shorter
period if they so wish. A shorter period may be applied in respect of particular employers where
the Administering Authority considers this to be warranted (see Deficit Recovery Plan below).

e As a general rule, the Fund does not believe it appropriate for contribution reductions to apply
compared to the 2019 funding plan for those employers where substantial deficits remain.

e For any open employers assessed to be in surplus, their individual contribution requirements will
be adjusted at the 2022 valuation as follows:

o Where the funding level is 100 - 110% employers will pay the future service rate only.

o Where the funding level is over 110% the default approach for Scheduled Bodies and
Admission Bodies with no subsumption commitment from a Scheduled Body in the Fund
(as defined in Appendix 1) will be to remove any surplus in excess of 10% over a
maximum period of 18 years.

o Where the funding level is over 110% the default approach for Admission Bodies with a
subsumption commitment from a Scheduled Body in the Fund will be to remove any
surplus in excess of 10% over the recovery period adopted by that Scheduled Body at
the 2022 valuation.

o If surpluses are sufficiently large, contribution requirements will be set to a minimum nil
total amount.

o The current level of contributions will be stepped down as appropriate, consistent with
the approach of stepping contribution increases where appropriate.

For the avoidance of doubt, for practical purposes where employers are in surplus and contributions are to
be set below the cost of future accrual this will be implemented via a reduction in the percentage of
pensionable pay rate rather than via a negative monetary amount.

For any closed employers assessed to be in surplus, the above approach will generally be followed but the
Administering Authority will consider the specific circumstances of the employer in setting an appropriate
period to remove the surplus.

The employer contributions will be expressed and certified as two separate elements:

e a percentage of pensionable payroll in respect of the future accrual of benefit (less allowance for
surplus as appropriate)

e a schedule of lump sum amounts over 2023/26 in respect of the past service deficit subject to
the review from April 2026 based on the results of the 2025 actuarial valuation.

On the cessation of an employer’s participation in the Fund, the actuary will be asked to make a
termination assessment. Any deficit in the Fund in respect of the employer will be due to the Fund as a
termination contribution, unless it is agreed by the Administering Authority and the other parties involved
that the assets and liabilities relating to the employer will transfer within the Fund to another participating
employer.

However, the Administering Authority has ultimate discretion where the particular circumstances of any
given Employer warrant a variation from these objectives. A period of consultation will take place once
employers have been issued with their draft contribution rates.

In determining the above objectives, the Administering Authority has had regard to:
e the responses made to the consultation with employers on the FSS principles
e relevant guidance issued by the CIPFA Pensions Panel

e the need to balance a desire to attain the target as soon as possible against the short-term cash
requirements which a shorter period would impose, and
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e the Administering Authority’s views on the strength of the participating employers’ covenants in
achieving the objective.
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If the assets of the scheme relating to an employer are less than the funding target at the effective date of
any actuarial valuation, a recovery plan will be put in place, which requires additional contributions from
the employer to meet the shortfall.

Additional contributions will be expressed as annual monetary lump sums, subject to review based on the
results of each actuarial valuation.

In determining the actual recovery period, and other aspects of the funding strategy, to apply for any
particular employer or employer grouping, the Administering Authority may take into account some or all
of the following factors:

the size of the funding shortfall.
e the business plans of the employer.

e the assessment of the financial covenant of the Employer; and the security of future income
streams.

e any contingent security available to the Fund or offered by the Employer such as guarantor or
bond arrangements, charge over assets, etc.

e |ength of expected period of participation in the Fund.

It is acknowledged by the Administering Authority that, whilst posing a relatively low risk to the Fund as a
whole, it is possible that some smaller employers may be faced with contributions that could seriously
affect their ability to function in the future. The Administering Authority, therefore, after specific
agreement has been obtained by Fund Officers from the North Yorkshire Pension Fund Committee, would
be willing to use its discretion to negotiate an evidence based affordable level of contributions for the
organisation for the three years 2023/2026. Any application of this option is at the ultimate discretion of
the Administering Authority and will only be considered after the provision of the appropriate evidence and
on the basis that it is not inconsistent with the requirements to set employer contributions so as to ensure
the solvency and long-term cost efficiency of the NYPF.

In addition to any contributions required to rectify a shortfall of assets below the funding target,
contributions will be required to meet the cost of future accrual of benefits for members after the valuation
date (the “primary rate”). The method and assumptions for assessing these contributions are set out in
Appendix 1.

The Administering Authority may also amend contributions between valuations as permitted by Regulations
64 and 64A. Further details of the Administering Authority's policy in relation to Regulation 64A is set out in
the Admissions and Terminations Funding Policy.

The Administering Authority may, after considering the advice of the Fund Actuary, permit particular
employers to pay contributions early as a lump sum that would otherwise be payable over the following
year (or a longer period not exceeding three years). An appropriate discount, as determined by the Fund
Actuary, would be applied to the contributions to reflect the early payment. A true-up adjustment may be
required if the early payment of contributions based on an estimated payroll results in lower contributions
being paid into the Fund (after allowing for the discount) than would otherwise have been the case.
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6. Link to Investment Policy set out in the Investment Strategy Statement

In assessing the value of the NYPF’s liabilities in the valuation, allowance is made for a long-term
investment return assumption as set out below, taking into account the investment strategy adopted by the
NYPF, as set out in the ISS.

It is not possible to construct a portfolio of investments which produces a stream of income exactly
matching the expected liability outgo. However, it is possible to construct a portfolio which closely matches
expected future benefit payments and represents the least risk investment position. Such a portfolio would
consist of a mixture of long-term index-linked and fixed interest gilts. Investment of the NYPF’s assets in line
with the least risk portfolio would minimise fluctuations in the NYPF’s ongoing funding level between
successive actuarial valuations.

Departure from a least risk investment strategy, in particular to include equity type investments, gives the
prospect that out-performance by the assets will, over time, reduce the contribution requirements. The
funding target might in practice therefore be achieved by a range of combinations of funding plan,
investment strategy and investment performance.

The current benchmark investment strategy, as set out in the ISS dated July 2021 and reviewed in June
2023, is:

Equities 50
Infrastructure 10
Property 7.5
Private Credit 5
Multi Asset Credit 5
Corporate Bonds 7.5
Government Bonds 15
TOTAL 100

The funding strategy adopted for the 2021 investment strategy review was based on an assumed long-term
investment return assumption of 4.0% per annum. This is below the Administering Authority's view of the
best estimate long-term return assumption of 5.6% as at the date of the investment strategy review.

The Investment Strategy adopted by NYPF is determined for the Fund as a whole. This Strategy takes into
account the characteristics of NYPF as a whole, and therefore those of the constituent employers as an
aggregated entity - it does not seek to distinguish between the individual liability profiles of different
employers. The Strategy adopted to date, as reflected in the current ISS, is to invest a significant proportion
of the assets in equities. Such investments offer a higher expected return, but also carry a higher level of
risk.

NYPF is prepared to consider offering any employer the opportunity to adopt a lower risk Bespoke
Investment Strategy (e.g., 100% government bonds). However, to the extent that any Bespoke Investment
Strategy will necessitate different investment return assumptions to those used by the Actuary for NYPF
overall, there may be a consequential material impact on the contribution rate calculated for that
employer.

In addition, if an employer opts for a Bespoke Investment Strategy, NYPF reserves the right to determine
the most appropriate way of arranging for the investment of the relevant share of the assets according to
that Bespoke Strategy. Employers should be aware that they would be required to meet any costs
associated with the design and implementation of a Bespoke Investment Strategy
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7. Identification of Risks and Counter Measures

The funding of defined benefits is by its nature uncertain. Funding of the NYPF is based on both financial
and demographic assumptions. These assumptions are specified in the Appendices and the actuarial
valuation report. When actual experience is not in line with the assumptions adopted a surplus or shortfall
will emerge at the next actuarial assessment and will require a subsequent contribution adjustment to bring
the funding back into line with the target.

The Administering Authority has been advised by the actuary that the greatest risk to the NYPF’s funding is
the investment risk inherent in the predominantly equity (or return seeking) based strategy, so that actual
asset performance between successive valuations could diverge significantly from the overall performance
assumed in the long term.

The Administering Authority keeps, and regularly reviews, a risk register to identify and monitor the risks to
the Fund and will, wherever possible, take appropriate action to limit the impact of these both before and
after they emerge.

Whilst the activity of managing the Fund exposes the Administering Authority to a wide range of risks, those
most likely to impact on the funding strategy are investment risk, liability risk, liquidity/maturity risk,
regulatory/compliance risk, employer risk and governance risk.

The risk of investments not performing (income) or increasing in value (growth) as forecast. Examples of
specific risks would be:

e assets not delivering the required return (for whatever reason, including manager

e underperformance)

e systemic risk with the possibility of interlinked and simultaneous financial market volatility

e insufficient funds to meet liabilities as they fall due

e inadequate, inappropriate or incomplete investment and actuarial advice is taken and acted
upon

e counterparty failure

The specific risks associated with assets and asset classes are:

e equities —industry, country, size and stock risks

e fixed income - yield curve, credit risks, duration risks and market risks
e alternative assets — liquidity risks, property risk, alpha risk

e money market — credit risk and liquidity risk

e currency risk

® macroeconomic risks

The Fund mitigates these risks through diversification, permitting investment in a wide variety of markets
and assets, and through the use of specialist managers with differing mandates.

The majority of the Fund’s investments are in pooled investment vehicles and the Fund is therefore directly
exposed to credit risk in relation to the instruments it holds in the pooled investment vehicles. Direct credit
risk arising from pooled investment vehicles is mitigated by the underlying assets of the pooled
arrangements being ring-fenced from the pooled manager, the regulatory environments in which the
pooled managers operate and diversification of investments amongst a number of pooled arrangements.
The Committee carries out due diligence checks on the appointment of new pooled investment managers
and on an ongoing basis monitors any changes to the operating environment of the pooled manager.

In addition, the Fund holds assets in the LGPS pooling arrangement with Border to Coast Pension
Partnership (‘BCPP’) and will transition further assets to BCPP in the future. Through this arrangement the
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Fund is exposed to the risk of failing to transition effectively to new pooling arrangements resulting in
poorer value for money; lower investment returns; and inability to effectively execute investment strategy.

Those risks that arise from the ever-changing mix of employers, from short-term and ceasing employers,
and the potential for orphaned liabilities and/or a shortfall in payments where employers are unable to
meet their obligations to the Scheme. The response to the COVID-19 pandemic is a specific risk which may
have adverse consequences in relation to employers' finances and their ability to make contributions. The
Administering Authority monitors employer payments and expects employers to engage with the Fund
where their financial circumstances have changed, noting that contributions can be reviewed between
formal valuations if the conditions in Regulation 64A and the terms of the Administering Authority's policy
as set out in the Admissions and Terminations Funding Policy are met.

The Administering Authority maintains a knowledge base on its employers, their basis of participation and
their legal status (e.g., charities, companies limited by guarantee, group/subsidiary arrangements) and uses
this information to inform the FSS.

The Administering Authority monitors the active membership of closed employers and considers what
action to take when the number of active members falls below 10, such as commissioning a valuation under
Regulation 64(4).

The Administering Authority commissioned the Fund Actuary to carry out a high-level risk analysis of
employers in the Fund to assist the Administering Authority in setting the funding strategy for employers at
the 2022 valuation of the Fund.

This is the risk of a reduction in cash flows into the Fund, or an increase in cash flows out of the Fund, or
both, which can be linked to changes in the membership and, in particular, a shift in the balance from
contributing members to members drawing their pensions. Changes within the public sector and to the
LGPS itself may affect the maturity profile of the LGPS and have potential cash flow implications. For
example,

e The implications of budget cuts and headcount reductions could reduce the active (contributing)
membership and increase the number of pensioners through early retirements.

e An increased emphasis on outsourcing and other alternative models for service delivery may
result in falling active membership (e.g., where new admissions are closed).

e Public sector reorganisations may lead to a transfer of responsibility between different public
sector bodies, (e.g., to bodies which do not participate in the LGPS).

e Scheme changes and higher member contributions in particular may lead to increased opt-outs.

The Administering Authority seeks to maintain regular contact with employers to mitigate against the risk of
unexpected or unforeseen changes in maturity leading to cashflow or liquidity issues.

The systemic risks posed by climate change and the policies implemented to tackle them will fundamentally
change economic, political and social systems and the global financial system. They will impact every asset
class, sector, industry and market in varying ways and at different times, creating both risks and
opportunities for investors. The Administering Authority keeps the effect of climate change on future
investment returns and life expectancy under review and will commission advice from the Fund actuary on
the potential effect on funding as required. At each triennial valuation the Fund actuary will undertake a
scenario analysis to assess the resilience of the funding strategy to climate change risk over an agreed
period.
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The main risks include inflation, life expectancy and other demographic changes, and interest rate and pay
inflation, which will all impact upon future liabilities.

The Administering Authority will ensure that the Fund Actuary investigates these matters at each valuation
and reports on developments. The Administering Authority will agree with the Fund Actuary any changes
which are necessary to the assumptions underlying the measure of solvency to allow for observed or
anticipated changes.

The Fund Actuary will also provide quarterly funding updates to assist the Administering Authority in its
monitoring of the financial liability risks. The Administering Authority will, as far as practical, monitor
changes in the age profile of the Fund membership early retirements, redundancies and ill health early
retirements and, if any changes are considered to be material, ask the Fund Actuary to report on their
effect on the funding position.

If significant liability changes become apparent between valuations, the Administering Authority will notify
all participating employers of the anticipated impact on costs that will emerge at the next valuation and
consider whether to require review of the bonds that are in place for Admission Bodies.

Where it appears likely to the Administering Authority that for an employer the amount of the liabilities
arising or likely to arise has changed significantly since the last valuation, the Administering Authority may
consider revising an employer's contributions as permitted by Regulation 64A. Please see the Fund’s
Admissions and Terminations Funding Policy, (4.29 to 4.40) for further details.

Regulatory risks to the scheme arise from changes to general and LGPS specific regulations, taxation,
national changes to pension requirements, or employment law.

The Administering Authority keeps abreast of all the changes to the LGPS and will normally respond to
consultations on matters which have an impact on the administration of the Fund.

There are a number of uncertainties associated with the benefit structure at the current time including:

e The timing and detail of any regulations in relation to the remedy to compensate members for
illegal age discrimination following the outcome of the McCloud/Sargeant cases.

For the purposes of the 2022 valuation, an approximate employer specific allowance will be made in
respect of the McCloud remedy based upon a high-level analysis of the employer’s fund membership.
Members’ benefits will be valued as required by relevant legislation as in force as at 31 March 2022,
except for the following assumptions:

i) It will be assumed that the current underpin (which only applies to those members within
10 years of their Normal Pension Age at 31 March 2012) will be revised and apply to all
members who were active in the scheme on or before 31 March 2012 and who join the
2014 Scheme without a disqualifying service gap.

ii) The period of protection will apply from 1 April 2014 to 31 March 2022 but will cease when
a member leaves active service or reaches their final salary scheme normal retirement age
(whichever is sooner).

iii) Where a member remains in active service beyond 31 March 2022, the comparison of their
benefits will be based on their final salary when they leave the LGPS or when they reach
their final salary scheme normal retirement age (whichever is sooner).

iv) Underpin protection will apply to qualifying members who leave active membership of the
LGPS with an immediate or deferred entitlement to a pension.
V) The underpin will consider when members take their benefits, so they can be assured they

are getting the higher benefit.
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e The outcome of the cost management process as at 31 March 2020.

e The Goodwin case in which an Employment Tribunal ruled (in relation to the Teachers' Pension
Scheme) that the less favourable provisions for survivor's benefits of a female member in an
opposite sex marriage compared to a female in a same sex marriage or civil partnership amounts
to direct discrimination on grounds of sexual orientation. Following a written ministerial
statement by the chief secretary to the Treasury on 20 July 2020 it is expected that changes will
be made to the LGPS Regulations to reflect the ruling, but no changes have yet been proposed.

In determining how these uncertainties should be allowed for in employer contributions the Administering
Authority will have regard to guidance issued by the SAB, taking account of the Fund Actuary's advice. The
Fund's policy for allowing for the possible cost of the McCloud judgement / Cost Management process for
new employers joining the Fund and employers exiting the Fund is set out in the Fund's Admissions and
Terminations Funding Policy.

In addition, a consultation document was issued by MHCLG (now DLUHC) entitled "Local Government
Pension Scheme: Changes to the Local Valuation Cycle and the Management of Employer Risk" dated May
2019. This included a proposal to change the LGPS local fund valuations to quadrennial cycles. The
Administering Authority will have regard to any changes in the Regulations as a result of this consultation
and consider any actions required at the 2022 valuation or subsequent valuations, taking account of the
Fund Actuary's advice.

8. Monitoring and Review

The Administering Authority has taken advice from the actuary in preparing this Statement and has also
consulted with employing organisations.

A full review of this Statement will occur no less frequently than every three years, to coincide with
completion of a full actuarial valuation. Any review will take account of then current economic conditions
and will also reflect any legislative changes.

The Administering Authority will monitor the progress of the funding strategy between full actuarial
valuations. If considered appropriate, the funding strategy will be reviewed (other than as part of the
triennial valuation process), for example:

o if there has been significant market volatility
e if there have been significant changes to the NYPF membership and/or maturity profile

e if there have been changes to the number, type or individual circumstances of any of the
employing authorities to such an extent that they impact on the funding strategy e.g., closure to
new entrants

e where employers wish to make additional (voluntary) contributions to the NYPF

e if there has been a material change in the affordability of contributions and/or employer
financial covenant strength

e to reflect significant changes to the benefit structure / Regulations

Page 47

OFFICIAL - SENSITIVE
FSS_v1.0_April 2023



APPENDIX 1

North Yorkshire Council
as Administering Authority for the North Yorkshire Pension Fund

Actuarial Valuation as at 31 March 2022
Method and assumptions used in calculating the funding target

The Administering Authority adopts a risk-based approach to funding strategy. In particular the discount
rate (for most employers) has been set on the basis of the assessed likelihood of meeting the funding
objectives. The Administering Authority has considered 3 key decisions in setting the discount rate:

e the long-term Solvency Target (i.e., the funding objective - where the Administering Authority
wants the Fund to get to);

e the Trajectory Period (how quickly the Administering Authority wants the Fund to get there),
and

e the Probability of Funding Success (how likely the Administering Authority wants it to be now
that the Fund will actually achieve the Solvency Target by the end of the Trajectory Period).

These three choices, supported by complex (stochastic) risk modelling carried out by the Fund Actuary,
define the discount rate (investment return assumption) to be adopted and, by extension, the appropriate
employer contributions payable. Together they measure the riskiness (and hence also the degree of
prudence) of the funding strategy. These are considered in more detail below.

The Administering Authority's primary aim is the long-term solvency of the Fund. Accordingly, employers’
contributions will be set to ensure that 100% of the liabilities can be met over the long-term using
appropriate actuarial assumptions.

The Administering Authority believes that its funding strategy will ensure the solvency of the Fund because
employers collectively have the financial capacity to increase employer contributions should future
circumstances require, in order to continue to target a funding level of 100%.

For most Scheduled Bodies and Admission Bodies where a Scheme Employer of sound covenant has agreed
to subsume the Admission Body's assets and liabilities in the NYPF following its exit, the Solvency Target is
set:

e at a level advised by the Fund Actuary as a prudent long-term funding objective for the Fund to
achieve at the end of the Trajectory Period,

e based on continued investment in a mix of growth and matching assets intended to deliver a
return above the rate of increases to pensions and pension accounts (CPI).

As at 31 March 2022 the long-term rate of CPl is assumed to be 2% p.a. and a prudent long-term
investment return of 2% above CPI is assumed.

This then defines the Solvency Target. As at 31 March 2022 this equates to a solvency discount rate of 4%
p.a.

For Admission Bodies and other bodies whose liabilities are expected to be orphaned following cessation, a
more prudent approach will be taken. The Solvency Target will be set by considering the valuation basis
which would be adopted should the body leave the Fund. For most such bodies, the Solvency Target will be
set commensurate with assumed investment in Government bonds after exit.
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The Administering Authority considers funding success to have been achieved if the Fund, at the end of the
Trajectory Period, has achieved the Solvency Target. The Probability of Funding Success is the assessed
chance of this happening based on asset-liability modelling carried out by the Fund Actuary.

With effect from 31 March 2022 the discount rate, and hence the overall required level of employer
contributions, has been set such that the Fund Actuary estimates there is an 80% chance that the Fund
would reach or exceed its Solvency Target after 25 years (the Trajectory Period)

The Funding Target is the amount of assets which the Fund needs to hold at the valuation date to pay the
liabilities at that date as indicated by the chosen valuation method and assumptions and the valuation data.
The valuation calculations, including the primary contribution rates and adjustment for the surplus or
deficiency, set the level of contributions payable and dictate the chance of achieving the Solvency Target at
the end of the Trajectory Period. The key assumptions used for assessing the Funding Target are
summarised below.

Consistent with the aim of enabling the primary rate of employers' contribution rates to be kept as nearly
constant as possible, contribution rates are set by use of the Projected Unit valuation method for most
employers. The Projected Unit method is used in the actuarial valuation to determine the cost of benefits
accruing to the Fund as a whole and for employers who continue to admit new members. This means that
the contribution rate is derived as the cost of benefits accruing to employee members over the year
following the valuation date expressed as a percentage of members’ pensionable pay over that period. The
future service rate will be stable if the profile of the membership (age, gender etc) is stable.

For employers who no longer admit new members, the Attained Age valuation method is normally used.
This means that the contribution rate is derived as the average cost of benefits accruing to members over
the period until they die, leave the Fund or retire. This approach should lead to more stable employer
contribution rates than adoption of the Projected Unit method for closed employers.

For Scheduled Bodies whose participation in the Fund is considered by the Administering Authority to be
indefinite and Admission Bodies with a subsumption commitment from such Scheduled Bodies, the
Administering Authority assumes indefinite investment in a broad range of assets of higher risk than risk
free assets.

Academies are currently considered to qualify as indefinite participants in the Fund with full taxpayer
backing, as they have a guarantee from the Department for Education. The liabilities and future service
(primary) contributions will therefore generally be calculated using the scheduled and subsumption body
funding target. However, this guarantee is subject to review and where the Administering Authority
believes the guarantee is no longer sufficient to cover the risks posed by the number of academies in the
Fund, the Administering Authority will review the approach taken to set the funding target for academies
and any admission bodies for which an academy provides a subsumption commitment as well as the default
approach taken to the notional assets transferred to academies upon conversion.

For other Scheduled Bodies, in particular the Colleges and Universities whose participation is not
considered to be indefinite, the Administering Authority may without limitation, take into account the
following factors when setting the funding target for such bodies:

e the type/group of the employer.

e the business plans of the employer.

e an assessment of the financial covenant of the employer.

e any contingent security available to the Fund or offered by the employer such as a guarantor or
bond arrangements, charge over assets, Etage 49
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For Admission Bodies and other bodies whose liabilities are expected to be orphaned on exit (with the
exception of the colleges and universities where a different approach will be adopted at the 2022 valuation
as set out below), the Administering Authority will have regard to the potential for participation to cease (or
for the body to have no contributing members), the potential timing of such exit, and any likely change in
notional or actual investment strategy as regards the assets held in respect of the body's liabilities at the
date of exit (i.e. whether the liabilities will become 'orphaned' or a guarantor exists to subsume the
notional assets and liabilities).

Due to concerns about the covenant strength of Colleges and Universities, the Administering Authority has
adopted a Funding Target for Colleges and Universities which reflects the Administering Authority's views of
the sector. This includes the two universities that are Admission Bodies in the Fund where there is no
subsumption commitment, but which continue to admit new members to the Fund.

Whilst the Administering Authority will adopt a general approach of assuming indefinite investment in a
broad range of assets of higher risk than Government bonds, a reduction will be made to the discount rate
used for the long-term secure scheduled bodies to reflect concerns about the covenant strength of Colleges
and Universities. This is known as the Intermediate Funding Target.

The Administering Authority may also adopt the Intermediate Funding Target for other employers where
there are concerns about the covenant strength of the employer. At the 2022 valuation this decision will be
informed by the high-level risk analysis of employers within the Fund carried out by the Fund Actuary. The
Administering Authority will generally also adopt the Intermediate Funding Target for admission bodies that
have an appropriate subsumption commitment provided by a suitable Scheme employer that is subject to
the intermediate funding target.

At the 2022 valuation the Administering Authority will adopt a dual approach to the discount rate used for
the Intermediate Funding Target. The standard position will be that Colleges and Universities will have their
liabilities valued on the Intermediate funding target (standard approach). It will be open to each College
and University to satisfy the Fund as to its covenant strength which may allow a move to the Intermediate
funding target (strong covenant approach). This would result in lower contribution requirements.

The Fund is deemed to be fully funded when the assets are equal to or greater than 100% of the Funding
Target, where the funding target is assessed based on the sum of the appropriate funding targets across all
the employers/groups of employers.

Investment return (discount rate)
The discount rate for the 2022 valuation is as follows:

o 4.2% p.a. for employers where the Scheduled and subsumption body funding target applies

e 3.85% p.a. for employers where the Intermediate funding target (strong covenant approach)
applies

e 3.6% p.a. for employers where the Intermediate funding target (standard approach) applies

e 3.6% in service and 0.8% left service, for employers where the Ongoing orphan funding target
applies.

Inflation (Consumer Prices Index)

The CPI inflation assumption is taken to be the long-term (30 year) Capital Market Assumption at the
valuation date as produced by Aon Solutions UK Limited. In formulating the Capital Market Assumption,
both consensus forecasts and the inflation risk premium are considered.
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For the 2022 valuation, past service liabilities for the Scheduled and subsumption body funding target will
be increased by 10% to allow for short-term high inflation not reflected in the Capital Market Assumptions.

Salary increases

The assumption for real salary increases (salary increases in excess of price inflation) in the long term will be
determined by an allowance of 1.25% p.a. over the inflation assumption as described above plus an
allowance for promotional increases.

Pension increases/Indexation of CARE benefits

Increases to pensions are assumed to be in line with the inflation (CPI) assumption described above. This is
modified appropriately to reflect any benefits which are not fully indexed in line with the CPI (e.g.,
Guaranteed Minimum Pensions in respect of service prior to April 1997 for members who had a State
Pension Age before 6 April 2016).

Base Rates

Normal Health: Standard SAPS S3N tables, year of birth base rates, adjusted by a scaling factor.
Ill-health: Standard SAPS S3 Ill-health tables, year of birth base rates adjusted by a scaling factor.

Scaling Factors

Rates adjusted by scaling factors as dictated by Fund experience

Active and Deferred Males (normal health) 115%
Active and Deferred Females (normal health) 115%
Pensioner Males (normal health) 105%
Pensioner Females (normal health) 105%
Active and Deferred Males (ill-health) 115%
Active Females (ill-health) 140%
Deferred Females (ill-health) 135%
Pensioner Males (ill-health) 110%
Pensioner Females (ill-health) 130%

Appropriate scaling factors will also apply to contingent dependants of members in the above categories.

Future improvement to base rates

An allowance for improvements in line with the CMI 2021, for men or women as appropriate, with a long-
term rate of improvement of 1.50% p.a., skof 7.0 and parameter A of 0.5.

Males: As for normal health retirements but with a 55% scaling factor
Females: As for normal health retirements but with a 55% scaling factor

The assumed retirement age is dependent on the Group of the member and also the member's Rule of 85
age (Ro85 age).

Category of member Assumed age at retirement

Group 2 members (taper protected) D A Greateq of Ro85 age and 60
1 9y Ji
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Group 3 members (Ro85 age = 60) 64
Group 3 members (Ro85 age > 60) 65
Group 4 members (Joiners pre 1 April 2014) 65
Group 4 members (Joiners post 31 March 2014 State Pension Age

Any part of a member’s pension payable from a later age than the assumed retirement age will assumed to
be reduced using factors issued by GAD / DLUHC in force on the valuation date.

Allowance is made for withdrawals from service. On withdrawal, members are assumed to leave a deferred
pension in the Fund and are not assumed to exercise their option to take a transfer value.

Allowance is made for retirements due to ill health. Proportions assumed to fall into the different benefit
tiers applicable after 1 April 2008 are:

Tier 1 (upper tier) 85%
Tier 2 (middle tier) 10%
Tier 3 (lower tier) 5%

A widower is assumed to be 1 year older than his spouse, civil partner or cohabitee. A widow is assumed to
be 3 years younger than her spouse, civil partner or cohabitee.

85% of male pensioners / non-pensioners are assumed to be married / cohabitating at age 65 / retirement
or earlier death.

75% of female pensioners / non-pensioners are assumed to be married / cohabitating at age 65 /
retirement or earlier death.

Each member is assumed to take cash such that the total cash received (including statutory 3N/80 lump
sum) is 80% of the permitted maximum amount permitted of their past service pension entitlements.

All members are assumed to remain in the scheme they are in at the date of the valuation.
Allowance is made for age-related promotional increases.

0.6% of Pensionable Pay added to the cost of future benefit accrual.
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Investment return / Discount Rate (secure scheduled bodies 4.2% p.a.
and admission bodies with a subsumption commitment from
a secure scheduled body)

Investment return / Discount Rate (intermediate funding 3.85% p.a.
target (strong covenant approach))

Investment return / Discount Rate (intermediate funding
target (standard approach)) 3.6% p.a.

Investment Return / Discount Rate for orphan bodies

In service 3.6% p.a.
Left service 0.8% p.a.
CPI price inflation 2.3%p.a.*
Long Term Salary increases 3.55% p.a.
Pension increases/indexation of CARE benefits 2.3% p.a.

* Plus 10% uplift to past service liabilities on the Scheduled and subsumption body funding target to take
account of higher short-term inflation
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The North Yorkshire Pension Fund (the Fund) is administered by North Yorkshire Council (NYC). This policy sets
out the Fund’s strategy of engagement with its stakeholders and has been produced to satisfy the requirements
of the Local Government Pension Scheme (LGPS) Regulations 2013.

The Pensions Regulator expects that our communications are accurate, clear, concise and relevant. The Plain

English principles have been adopted in all of our documents. and-aceessible-and-readily—available—at-al-times:

With this in mmd we aim to keep our stakeholders informed about the scheme in a clear and understandable

We will review this policy annually.

The key stakeholders for the Fund are:

. scheme members and their representatives
. prospective scheme members

. scheme employers

. NYC, as the scheme manager

. Pension Fund Committee

. Local Pension Board

Other stakeholders who support the Fund include:

. the Fund Actuary

. the Investment Adviser

. the Investment Consultant

. the Independent Professional Observer
. investment managers

. the asset custodian

. the AVC provider

. the Fund Solicitor

Our key objectives are:

. to keep all stakeholders informed about the management and administration of the Fund

. to provide clear and easy to understand information to enable informed decisions

. to promote the LGPS as an important and valued part of the employment package

. to identify and use the most appropriate means of communicating with stakeholders, taking account of
their different needs

. to seek continuous improvement in the way we communicate_including accessible online content

. toto-use_available technology te—previde—up-to-date—and-timely—informationwhere appropriate for our

members

3
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We provide targeted communications to each of our stakeholder groups as outlined below.

Pension Fund Committee papers Quarterly Website, email, paper
Committee Retired members newsletter Annually Website, email, paper
Workshops As required Webinar, video, face to face
3" party training As required Webinar, video, face to face
Local Pension Board | Board reports Quarterly Website, email, paper
Retired members newsletter Annually Website, email, paper
3" party training As required Webinar, video, face to face
Scheme Employers Periodic updates As required Email, website
Technical material Permanently Email, website
available
Dedicated area on website Permanently Website
available
Bespoke training As required Webinar, video, face to face
Employer guideprocessing Permanently Website
guidance available
Employer forums AnnuallyAs Webinar, video, face to face
required
Pensions Administration Strategy | Permanently Website, email
available
Charging Policy Permanently Website, email
available
Admission aAgreements guide Permanently Website, email
available
Academies guide Permanently Website, email
available
Scheme Members Scheme guides Permanently Website
available
Membership certificate On joining PRaper,—enlineOnline, paper
on request
Estimate of benefits When Email, online, paper
requested
Risk and scam warnings Where Email, online, paper
appropriate
Annual benefit statement Annually Online, paper on request
Retired members newsletter Annually Website, paper, email
Membership data online Permanently Online
available
Electronic satisfaction surveys At retirement Online
Pensioner pay advice Monthly Online, paper_ on request

Telephone helpline

Available during
working hours

Telephone

Dedicated area on w\Website Permanently Website
available
4
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Prospective Scheme Scheme guides Permanently Website
Members available
Telephone helpline Available during | Telephone
working hours
Website Permanently Website
available

To ensure we manage our stakeholders’ expectations and meet our regulatory requirements, we continually
evaluate the effectiveness of our communications using the following methods:

. feedback questionnaires
. monitoring compliments and complaints
. review by the Local Pension Board

To ensure continuous development we plan to:

. continue to increase the number of Member Self Service users
. continue to develop and simplify annual benefit statements

. continue to review and develop letter content

. review and update our website

. continue to update guides and policies

. improve the information we give to employers

We publish a number of other key documents on our website at www.nypf.org.uk relating to the administration
and governance of the Fund. These are as follows:

Administering Authority Discretions for NYC . Funding Strategy Statement (FSS)
Administration Strategy Governance Compliance Statement
Admissions and Terminations Policy Governance Roles and Responsibilities
Annual Report Internal Dispute Resolution Procedure
Breaches Policy Investment Strategy Statement
Charging Policy Privacy Notice

Employer Guide Memorandum of Understanding

If you would like to know more about our communications, you can contact us in the following ways:

Email Telephone

pensions@northyorks.gov.uk 01609 536335

Website Post

www.nypf.org.uk North Yorkshire Pension Fund
County Hall

Northallerton
DL7 8AL

5
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1

11

Introduction

This document details the North Yorkshire Pension Fund’s (the Fund) policy on admissions and
other new employers commencing participation in the Fund and the methodology for
assessment of a deficit or surplus payment on the exit of an employer’s participation in the
Fund. It supplements the general funding policy of the Fund as set out in the Funding Strategy
Statement (the FSS).

2 Admissions to the Fund

2.1

2.2

2.3

24

31

Admission bodies are a specific type of employer under the Regulations that do not
automatically qualify for admission into the Local Government Pension Scheme (the Scheme)
and must satisfy certain criteria set out in the Local Government Pension Scheme Regulations
2013 (as amended) (the Regulations). Admission bodies are required to have an ‘admission
agreement’ with the Fund. In conjunction with the Regulations, the admission agreement sets
out the conditions of participation of the admission body including which employees (or
categories of employees) are eligible to be members of the Fund.

North Yorkshire Council (NYC) as the Administering Authority for the Fund, will decide which
bodies can become an admission body in the Fund. The Fund will enter into an admission
agreement that is ‘open’ or ‘closed’ to new employees depending on the circumstance of the
admission. Whether the admission is ‘open’ or ‘closed’ is generally at the option of the
applicable transferring employer (if any) and admission body, but there might be an impact on
the rate of contributions payable.

In general, (paragraph (1)(d) of Part 3 of Schedule 2 to the Regulations) admission bodies will
be admitted on a “fully funded’ basis i.e. a funding shortfall or surplus will not be passed to the
admission body unless the transferring employer requests that a proportion of (or all of) the
funding shortfall or surplus is passed to the admission body.

All actuarial and legal fees will be recharged to the transferring employer or the admission
body. The Administering Authority will ask for confirmation of who is paying the fee before the
invoice is issued.

Subsumption, guarantor or bond requirements for entry

The Regulations require the admission body to carry out (to the satisfaction of the Fund and
where applicable the transferring employer) an assessment, taking account of actuarial advice,
of the level of risk arising on premature termination of the provision of service or assets by
reason of insolvency, winding up, or liquidation of the admission body. The Regulations further
require that where the level of risk identified by the assessment is such as to require it, the
admission body shall enter into an indemnity or bond in a form approved by the Fund with a
third party financial services organisation. If for any reason a bond is not desirable the
Regulations require that the admission body secures a guarantee in a form acceptable to the
Fund.

1 The FSS can be found on the Fund's website at www.nypf.org.uk > About thePension Fund >/navestments>Policiesand
StrategiesGovernance Documents.
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3.2

3.3

34

3.5

3.6

3.7

3.8

Whilst each application is assessed on its own merits under the above criteria, the
Administering Authority wishes to limit the risk to the Fund and to other employers arising
from any proposed admission. The Administering Authority's expectation is that in the
substantial majority of all admissions it will require the admission body to provide either a
qualifying bond or guarantee. The Administering Authority further considers that the costs
inherent in the provision of a third party bond by the admission body is sufficient reason why it
may not be desirable for the admission body to secure a bond. Therefore, the Administering
Authority will in most cases be prepared to accept that the admission instead proceeds on the
basis of a guarantor being offered. This is most often the transferring employer.

Further, when considering applications for admission body status the Administering Authority’s
clear preference is that there should be a subsumption commitment from a suitable Scheme
employer (as well as a guarantor from within the Fund). However, where there is no suitable
party willing to give a subsumption commitment and/ or where there is no suitable and willing
guarantor, the Administering Authority will still consider applications on a case-by-case basis.

A subsumption commitment means that a Scheme employer in the Fund (usually the
transferring employer) agrees that they will take on responsibility for the future funding of the
liabilities of the admission body once they have exited the Fund, and (where relevant) the
admission body has paid any exit payment as determined by the actuary.

A guarantor provides a commitment to meet any obligation or liability of the admission body
under the admission agreement.

The guarantor must be a party permitted to give such a guarantee under the Regulations and
must be acceptable to the Administering Authority. Usually, this is the transferring employer.

The Administering Authority will, if it deems appropriate, accept an admission where there is
no guarantee or subsumption commitment offered. This acceptance may be subject to
additional conditions. Such conditions will often include the following:

. the Fund’s actuary will be asked to use the low risk funding target or the ongoing orphan
funding target to assess contribution requirements; and/or

. the admission body must have a bond or indemnity from an appropriate third party in
place. Any bond amount will be subject to review on a regular basis in line with the
Regulations; and

. the admission body may be subject to any other requirements, such as monitoring
specific factors, as the Administering Authority may decide.

Some relevant factors that the Administering Authority may consider when deciding whether
to apply any of the conditions above, in the absence of a guarantor or subsumption
commitment, are:

. uncertainty over the security of the organisation’s funding sources e.g. the admission
body relies on voluntary or charitable sources of income or has no external funding
guarantee/reserves;

. if the admission body has an expected limited lifespan of participation in the Fund;

. the general trading risk of the proposed admission body and their financial record;

. the average age of employees to be admitted and whether the admission is closed to
new joiners.

OFFIIAL

V3.87_April 20243

Page 63



3.9

3.10

3.11

3.12

3.13

3.14

3.15

3.16

The most frequent category of admission body is those admitted under paragraph 1(d)(i) of
Part 3 to Schedule 2 of the Regulations, namely that the proposed admission body is providing
(or will provide) a service or assets in connection with the exercise of a function of a Scheme
employer as a result of the transfer of the service or assets by means of a contract or other
arrangement.

The settlement of commercial terms between the transferring employer and the proposed
admission body (including any mitigations that might be offered to the proposed admission
body in respect of the usual costs of participation as an employer in the Scheme) are a
commercial matter which the Administering Authority will not be involved in.

Deficit recovery periods for these admission bodies will be set in line with the Fund’s general
policy as set out in the FSS.

Where a body believes that it is eligible for admission other than under paragraph 1(d)(i) of
Part 3 to Schedule 2 of the Regulations and requests admission into the Fund, the
Administering Authority will consider each application on a case-by-case basis.

New town and parish councils entering the Fund will be treated as follows:

. If there is a subsumption commitment from a suitable Scheme employer, then the
participation will be approved with the valuation funding basis used for the termination
assessment and calculation of ongoing contribution requirements.

. If there is no subsumption commitment from a suitable Scheme employer, then the
town or parish council must pre-fund for termination with contribution requirements
assessed using the low risk funding target or ongoing orphan funding target.

Deficit recovery periods will be determined consistent with the policy set out in the FSS.
Alternatively, the Administering Authority may determine an employer specific deficit recovery
period will apply.

The Fund generally groups the following types of employers for setting contribution rates.

. Grouped Scheduled Bodies (Town and Parish Councils admitted prior to 1 April 2008,
Drainage and Burial Boards).

. Local Management of Schools (LMS) Pools (NYC LMS pool and the City of York Council
(CoYC) LMS pool) admitted prior to 1 April 2019.

The LMS pool refers to the grouping of a number of transferee admission bodies relating to
catering and cleaning contracts within schools who were admitted to the Fund prior to 1 April
2019. Employers in the LMS pool pay the same aggregate total contribution rate as that
payable by NYC or the CoYC depending on which pool they are in.
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3.17

3.18

3.19

3.20

At each triennial valuation, the actuary will pool together the assets and liabilities of the council
with the other employers within the appropriate LMS pool to determine the employer
contribution rate.

The standard approach to setting employer contributions is to not group employers together
other than in the cases set out above. However, at the absolute discretion of the Administering
Authority, an employer (either an existing employer in the Fund or a new employer joining the
Fund) may be grouped with an appropriate council or other employer in the Fund for the
purpose of setting contribution rates, subject to the agreement of all relevant parties. All
relevant parties should also be aware that grouping gives rise to cross subsidies from one
employer to another over time. This arises from different membership profiles of the different
employers and from different experience. In general, we would not expect grouping to be
permitted for employers whose participation in the Fund is for a fixed period of time.

New academies will be treated as indefinite participants in the Fund with full taxpayer backing,
as they have a guarantee from the Department for Education. The funding target used to assess
contributions will therefore generally be the Scheduled and subsumption body funding target.
However, as the Department for Education guarantee is subject to review, where the
Administering Authority believes the guarantee is no longer sufficient to cover the risks posed
by the number of academies in the Fund, the Administering Authority will review the approach
taken to the Funding Target for new academies and any admission bodies for which an
academy provides a subsumption commitment, as well as the default approach taken to the
notional assets transferred to academies upon conversion.

For any other new scheduled bodies joining the Fund, the Administering Authority may,
without limitation, take into account the following factors when setting the funding target for
such bodies:

e the type/group of the employer;

e the business plans of the employer;

e an assessment of the financial covenant of the employer;

e whether the employer is a part 1 Schedule 2 or Part 2 Schedule 2 employer and if the latter,
the likelihood of new members joining the Fund; and

e any contingent security available to the Fund or offered by the employer such as guarantor
or bond arrangements, charge over assets, etc.
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4.1

4.2

4.3

4.4

4.5

4.6

4.7

Employer contributions, initial notional asset transfer and funding targets

The Fund’s actuary will calculate the employer contributions payable from the start of the
employer's participation in the Fund.

These will consist of the future service rate (FSR) or primary contribution rate, additional
(secondary) contributions required to remove any funding shortfall, and an allowance for the
possible cost of the McCloud judgement / Cost Management process as set out in paragraphs
4.25 to 4.28. Where the employer transfers on a fully funded basis (i.e. the level of notional
assets is set to be equal to the full value of the transferring liabilities using the appropriate
funding target described below) then the initial contribution rate will be equal to the FSR plus
the McCloud judgement / Cost Management process allowance. This would generally be the
case in an outsourcing of a service or function from a Scheme employer.

The FSR is net of employee contributions but includes an allowance for the lump sum death
benefit payable on death in service and administration costs.

The actuary will also calculate the funding position of the employer at the commencement
date. This shows the notional assets attributable to the employer, along with the value of
liabilities using the appropriate funding target. This is needed even when the employer starts
fully funded since any accounting figures or calculations at future triennial valuations will use
the assets and liabilities at commencement as their starting point. In some cases the asset
transfer may need to be re-calculated if the commencement date or data on transferring
members is different to that used by the actuary in their initial calculations.

If the transferring employer is providing a subsumption commitment, the subsumption funding
target will be used by the actuary when calculating the FSR and the value of liabilities. The low
risk funding target can be used where explicitly requested by the transferring employer. The
appropriate funding target to be adopted depends on what will happen to the liabilities of the
employer once it has exited the Fund (e.g. when the last active member has left or, for
admission bodies, the contract has ended).

Unless specific instruction to adopt a different approach is received in relation to a new
academy and the agreement is reflected in the Commercial Transfer Agreement, the
Administering Authority will determine the notional asset transfer from the ceding Council to
the new academy using a 'Share of Shortfall' approach. Under this approach any shortfall in
respect of the transferring members transfers to the new academy in the same proportion as
the payroll of the transferring members compared with the payroll of the ceding Council. If the
ceding Council is estimated to have no shortfall at the commencement date of the new
academy, the assets transferring to the new academy will be capped at 100% of the
transferring liabilities.

Where a new academy is set up as a multi-academy trust (MAT), the new MAT may elect to join
the Fund under two different approaches which are set out below. When a new academy joins
an existing MAT, the approach will be the same as the existing MAT.

i) Each academy within the MAT is treated as a separate employer in the Fund. Each

academy within the MAT has a separate contribution rate and shortfall amount
calculated at the commencement date of the new academy.
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4.8

4.9

4.10

4.12

4.13

i) The MAT is treated as a single employer in the Fund. At the commencement date of the
MAT, the MAT will be treated as a single employer and contributions will be calculated
at that date consisting of a future service (primary) rate and shortfall contributions. For
any new academies joining in an inter-valuation period, the contributions for the new
academy would generally be set in line with the employer contributions of the MAT
calculated at the preceding triennial valuation of the Fund (or commencement date of
the MAT if later).

Historically, the Administering Authority have also allowed MATs to adopt an alternative
approach to the two approaches set out above, which is for academies within the MAT to be
pooled together for the purpose of setting their future service (primary) contribution rate but
then any shortfall contribution amounts are based on the position of each individual academy
within the MAT. This approach is no longer available for any new MATs joining the Fund.

For new standalone academies the future service (primary) rate on commencement of
participation will be expressed as a percentage of pay and any shortfall contributions are
generally expressed as monetary amounts. The recovery period used to set any shortfall
contributions on commencement will generally be set equal to that used for the ceding Council
at the preceding triennial valuation of the Fund.

This approach can be used for new long term secure scheduled bodies and academies, where
the participation is assumed to be of indefinite duration, and for admission bodies that have a
'subsumption commitment' from a suitable secure Scheme employer (usually the transferring
employer). It is used to calculate the initial assets allocated to the employer and its
contributions as well as for the exit valuation (updated to allow for financial market conditions
at the exit date). This approach results in the same assumptions being used to set
contributions for the employer as apply to the Scheme employer letting the contract in the case
of an admission body (although the assumptions are updated to allow for financial market
conditions at the calculation date, whether that is the date of commencement or exit).

The assumptions used under the scheduled and subsumption body funding target assume
investment in assets that are the same as the long term investment strategy of the Fund as a
whole.

Therefore the potential outperformance over low risk investment in government bonds (gilts) is
factored in, giving a lower contribution rate but also there is exposure to the volatility of equity
based investments and the risk of the expected outperformance not being achieved and the
impact on the contributions.

This funding target gives a lower contribution rate but less certainty that the liabilities are being
fully covered compared with a new employer on the low risk funding target (see below) with
assumed notional investment in government bends,—andbonds and can therefore lead to
volatility in the FSR over the life of the employer's participation in the Fund and increases the
risk of a shortfall or surplus emerging over the period of participation of the employer in the
Fund.
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4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.22

This approach is used for certain employers that are considered by the Administering Authority
to be less financially secure than the long-term tax raising Scheduled Bodies.

This approach would also be used to set contributions and at exit for employers that have an
appropriate subsumption commitment provided by a suitable Scheme employer that is subject
to the intermediate funding target.

This funding target is set with reference to government bond yields but includes an allowance
to reflect the expected out-performance above government bonds of the Fund's assets. This
allowance will generally be reviewed at each triennial actuarial valuation of the Fund.

This approach is used where the transferring employer or another secure long-term employer
in the Fund is not prepared to offer a subsumption commitment in relation to the employer.
This means that no other employer exists in the Fund that would be prepared to take on future
responsibility of the liabilities of the employer once the employer has exited the Fund.

On the exit of the employer, its liabilities will become ‘orphan liabilities' in the Fund. This means
that should a shortfall arise in respect of these liabilities after the employer has exited the
Fund, all remaining employers in the Fund would be required to pay additional contributions to
pay off this shortfall.

In that case, the exit valuation of the employer would be carried out on the low risk funding
target in order to protect the other employers in the Fund. This assumes that after the exit of
the employer the Administering Authority would wish to back the orphan liabilities with low
risk investments such as government bonds.

The assumptions used under the ongoing orphan funding target are broadly designed to target
the low risk funding target at exit of the employer but reflect the fact that exit of the employer
will occur at some point in the future and allow for the possibility of the expected return on
government bonds changing before the exit date.

Prior to the exit date it is still assumed that the assets of the employer are invested in line with
the long term investment strategy of the Fund as a whole and this is reflected in the "in-
service" discount rate adopted as part of the ongoing orphan funding target.

This funding target would generally result in a higher initial contribution rate than if a
subsumption commitment existed (where the subsumption funding target would be adopted),
but a lower initial contribution rate than if the low risk funding target is adopted (see below),
although unlike the matched approach described below investment risk underlying the Fund's
investment strategy is retained under this approach.
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4.23

4.24

4.25

This approach is used to reduce the risk of an uncertain and potentially large shortfall being due
to the Fund at the exit of the employer.

The low risk approach assumes a notional investment in government bonds for the employer.
Under this approach the investment risk is substantially reduced and it is expected that the
assets and liabilities of the employer would move broadly in line with either other. It does not
eliminate investment risk and other funding risks remain, but it gives more certainty that the
employer rate is providing funding to ‘match’ the liabilities. However, it gives a substantially
higher contribution rate as no allowance for any expected outperformance of the Fund's assets
over the low risk funding target is factored in.

For employers commencing participation in the Fund on or after 1 April 2019 allowance will be
included in the employer contribution rate for the potential additional costs arising due to the
McCloud judgement / Cost Management process equal to 0.9% of Pensionable Pay.

This figure was determined by the Fund actuary based on calculations carried out as part of the
2019 valuation across the Fund as a whole on the scheduled and subsumption body funding
target based on information available when this was calculated.

The McCloud consultations for the LGPS (in England and Wales) were published on 16 July
2020, which set out the following key proposals:

e Compensation will apply to members who were in the LGPS on 31 March 2012 and who
have active membership of the Scheme on or after 1 April 2014

o Benefits will be the better of those accrued in the 2014 Scheme (up to 31 March 2022) and
those accrued in the 2008 Scheme, backdated to 1 April 2014 (i.e. an ‘underpin’ approach)

e Compensation will apply to members who leave with a deferred benefit and those who
retire from active service with immediate pension benefits, through voluntary age
retirement, ill health retirement, flexible retirement or redundancy

e The remedy will apply to deaths in service
o The remedy will apply to spouses’ and dependants’ benefits

Whilst there are some differences between the proposals set out in the consultation and the
assumptions made at the time of calculating the potential additional costs arising due to the
McCloud judgement / Cost Management process as part of the 2019 valuation and set out
above, given the uncertainty associated with any cost management changes and that employer
contributions will be reviewed from 1 April 2023 as part of the next triennial valuation of the
Fund, for pragmatic reasons the allowance to be included in the employer contribution rate will
be equal to 0.9% of Pensionable Pay. The same allowance will generally be made for any new
employer, irrespective of their membership and funding target.
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4.26

4.27

4.28

4.29

4.30

4.32

When determining the notional level of assets to be allocated to the new employer no
allowance will generally be made for the potential past service liabilities arising due to the
McCloud judgement / Cost Management process.

When determining the notional level of assets to be allocated to a new employer commencing
participation in the Fund on or after 23 March 2021, the Fund actuary will allow for full
inflationary increases on GMPs for those reaching State Pension Age on or after 6 April 2016.

In determining the approach set out above, the Administering Authority has had regard to the
advice of the Fund actuary. It will be kept under regular review as further information on the
McCloud judgement and Cost Management process becomes available. In exceptional
circumstances any future change in approach may be backdated if considered necessary in light
of the specific circumstances of a particular employer. However, no changes are envisaged to
asset transfers for employers that commenced participation before 1 April 2019.

The Regulations require a triennial actuarial valuation of the Fund. As part of each actuarial
valuation separate employer contribution rates are assessed by the actuary for each
participating employer or group of employers. The Administering Authority also monitors the
position and may amend contributions between valuations as permitted by Regulations 64(4)
and 64A.

The Administering Authority will consider reviewing employer contributions between formal
valuations in the following circumstances:

e it appears likely to the Administering Authority that the amount of the liabilities arising or
likely to arise has changed significantly since the last valuation;

e it appears likely to the Administering Authority that there has been a significant change in
the ability of the Scheme employer or employers to meet the obligations of employers in
the Scheme;

e it appears likely to the Administering Authority the Scheme employer will become an exiting
employer; or

e the Scheme employer or employers have requested a review of Scheme employer
contributions and have undertaken to meet the costs of that review.

For the avoidance of doubt, the Administering Authority will not consider a review of
contributions under Regulation 64A purely on the grounds of a change in market conditions
affecting the value of assets and/or liabilities.

In determining whether a review should take place under Regulation 64A, the Administering
Authority will consider the following factors (noting that this is not an exhaustive list):

e the circumstances leading to the change in liabilities arising or likely to arise, for example
due to the restructuring of an employer, a significant outsourcing or transfer of staff, the
loss of a significant contract, closure to new entrants, material redundancies, significant pay
awards, or other significant changes to the membership due to ill-health retirements or
voluntary withdrawals
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4.33

4.34

4.35

4.36

o the materiality of any change in the employer's membership or liabilities, taking account of
the Fund actuary's view of how this might affect its funding position, primary or secondary
contribution rate;

e whether, having taken advice from the Fund actuary, the Administering Authority believes a
change in funding target or deficit recovery period would be justified, e.g. on provision or
removal of any security, subsumption commitment, bond, guarantee, risk-sharing
arrangement, or other form of indemnity in relation to the employer's liabilities in the Fund;

o the materiality of any change in the employer's financial strength or longer-term financial
outlook, based on information supplied by the employer and supported by a financial risk
assessment or more detailed covenant review carried out by the Fund actuary or other
covenant adviser to the Fund;

o the general level of engagement from the employer and its adherence to its legal
obligations as set out in the Pensions Administration Strategy and elsewhere, including the
nature and frequency of any breaches such as failure to pay contributions on time.

For an employer where contributions may be reviewed under Regulation 64(4), the following
circumstances may trigger a review, which may be informal as well as a full interim valuation
(this is not intended to be a comprehensive list):

e areview has been requested by the relevant guarantor or subsuming employer, or for
transferee and Schedule 2 Part 3 (1)(d) admission bodies the relevant scheme employer;

e a material change in circumstances, such as the date of exit becoming known, material
membership movements or material financial information coming to light;

For an employer whose participation is due to cease within the next 3 years, the Administering
Authority will monitor developments and may see fit to request an interim valuation at any
time.

Notwithstanding the above guidelines, the Administering Authority reserves the right to
request an interim valuation of any employer at any time if Regulation 64(4) or 64A applies
which may lead to a revised contribution schedule for the employer.

Where contributions are being reviewed for an employer with links to another employer in the
Fund, particularly where this is a formal organisational or contractual link, e.g. a formal
guarantee, subsumption commitment or risk sharing arrangement is in place, the Administering
Authority will consider the potential risk and impact of the contribution review on those other
employer(s), taking advice from the Fund actuary as required.

In other cases information will be required from the employer, e.g. in relation to its financial
position and business plans which could be the catalyst for informing the employer that a
review is being proposed. In all cases, the Administering Authority will advise the employer
that a review is being carried out and share the results of the review and any risk or covenant
assessment as appropriate. It should be noted that the fact of a review being carried out does
not automatically mean that contributions will be amended (up or down) since that will depend
upon the materiality of the changes and other factors such as the outcome of discussions with
the employer and any related employer in the Fund and the proximity to the next formal
valuation.
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4.37

4.38

4.39

4.40

Where, following representations from the employer, the Administering Authority is
considering not increasing the employer's contributions following a review, despite there being
good reason to do so from a funding and actuarial perspective, e.g. if it would precipitate the
failure of the employer or otherwise seriously impair the employer's ability to deliver its
organisational objectives or it is expected that the employer's financial position will improve
significantly in the near-term, the Administering Authority will consult with any related
employers with a view to seeking their agreement to this approach.

It is expected that in most cases the employer will be aware of the proposed review of their
contributions since this will be triggered by an employer's action and employers should be
aware of the need to engage with the Fund in relation to any activity which could materially
affect their liabilities or ability to meet those liabilities.

The Administering Authority will consult with the employer on the timing of any contribution
changes and there will be a minimum of 4 weeks’ notice given of any contribution increases. In
determining whether, and when, any contribution changes are to take effect the Administering
Authority will also consider the timing of contribution changes following the next formal
valuation. As a result, contribution reviews are unlikely to be carried out during the 12 month
period from the valuation date although if there were any material changes to the expected
amount of liabilities arising or the ability of the employer to meet those liabilities during that
period, this should be taken into account when finalising the Rates and Adjustments Certificate
as part of the valuation.

Where the request for a review comes from the employer, before submitting their request, the
employer should consider the regulatory requirements and the Fund's policy as set out above
and satisfy themselves that there has been a relevant change in the expected amount of
liabilities or their ability to meet those liabilities. The employer should contact the
Administering Authority and complete the necessary information requirements for submission
to the Administering Authority in support of their application.

The Administering Authority will consider the employer's request and may ask for further
information or supporting documentation/evidence as required. If the Administering Authority,
having taken actuarial advice as required, is of the opinion that a review is justified, it will
advise the employer and provide an indicative cost. In addition, employers should adhere to the
notifiable events framework as set out in the Pensions Administration Strategy. Employers
should be aware that all advisory fees, including actuarial, legal and any other costs incurred by
the Fund associated with a contribution review request, whether or not this results in
contributions being amended, will be recharged to the employer.
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5.1

5.2

5.3

5.4

5.5

5.6

Termination of an employer

In accordance with Regulation 64 the LGPS Regulations 2013, when an employer (including an
admission body) leaves the Fund, an exit valuation is carried out by the Fund’s actuary to
determine the level of any surplus or deficit in the outgoing employer's share of the Fund. All
actuarial and legal fees relating to the exit will be passed on to the exiting employer unless a
prior agreement is in place with the transferring employer.

There are a number of events that will trigger an exit:

e when a contract comes to an end;

e when a contract is terminated early;

e when the employer no longer has any active members in the Fund;

e when the admission body is in breach of its obligations under the admission agreement, or
the admission agreement is otherwise terminated by one of the parties;

e theinsolvency, winding up or liquidation of the admission body
e the withdrawal of approval by HMRC to continue as a Scheme employer; or

e the admission body fails to pay any sums due in a timely manner.

When an admission agreement comes to an end or a scheduled body exits the Fund, any active
employees may transfer to another employer, either within the Fund or elsewhere. If this is not
the case the employees will retain pension rights within the Fund i.e. either deferred benefits
or immediate retirement benefits.

An exit valuation is carried out to value the liabilities of the employer at the date of exit. The
basis used to calculate the liabilities depends on the circumstances of the exit and in particular
who takes responsibility of any future liabilities. The Fund’s policy is outlined below; however,
each exit will be assessed on a case by case basis.

If the employer has a subsumption commitment in place from a suitable Scheme employer
within the Fund, the appropriate subsumption funding target will be used as the basis of the
exit valuation unless otherwise indicated below. If the transferring employer requested that the
low risk funding target was adopted on admission to the Fund, the same funding target will be
used as the basis of the exit valuation. The subsuming employer will, following any termination
payment made by the employer, be responsible for any future liabilities that arise in relation to
the former employees of the exiting employer. Any liabilities formally attributable to the exiting
employer will be assessed at each Triennial Valuation and the subsuming employer’s
contribution rates will be adjusted to reflect this.

For all other exiting employers where there is no subsumption commitment in place, the Fund's
policy is to use the low risk funding target as the basis of the exit calculation. This is to protect
the other employers in the Fund who will become responsible for any future ‘orphan liabilities’
that arise in relation to the former employees of the exiting employer post exit.
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5.7

Where the active members transfer to a new employer in the Fund on a fully funded basis, any
shortfall between the value of the liabilities assessed on the funding target of the exiting
employer and the funding target for the receiving employer will be met by the appropriate
letting body. Any changes to the default position must be agreed, prior to transfer, by all
relevant parties including the Administering Authority.

Grouped Scheduled Bodies - Town and Parish Councils admitted prior to 31 March 2008

5.8

5.9

On termination of participation within the grouped scheduled bodies, the exit valuation is
based on a simplified share of the group deficit amount, which is calculated on the Scheduled
and subsumption body funding target. This involves calculating the notional deficit share, as at
the last triennial valuation, based on the proportion of payroll that body has within the group.
An adjustment to the date of exit will normally be made in line with the assumptions adopted
as at the last triennial valuation unless the actuary and Administering Authority consider that
the circumstances warrant a different treatment, for example, to allow for actual investment
returns over the period from the last actuarial valuation to exit. Any liability that cannot be
reclaimed from the exiting employer will be underwritten by the group and not all employers in
the Fund.

Following the termination of the grouped body, any residual assets and liabilities will be
subsumed by any guarantor body for the group, or in the absence of a guarantor, subsumed by
the Fund as a whole.

Grouped Bodies - LMS Pools admitted prior to 1 April 2019

5.10

On termination of an admission body within the LMS pool, a termination valuation will
generally be calculated on the Scheduled and subsumption body funding target. The assets and
liabilities relating to the active employees will, assuming there is a subsumption commitment in
place in the admission agreement relating to that admission body, be subsumed by NYC or the
CoYC depending on which pool they are in. If there is no subsumption commitment in place,
the parties will be offered the opportunity to put one in place on exit. If this option is not taken
then the low risk funding target will be used to calculate the exit position.

Academies

5.11

In some cases, different academies within a multi-academy trust (MAT) will be (at the request
of the MAT) treated by the Fund as if they were separate employers for the purposes of
assessing contribution rates in respect of employees at those academies. However, even where
this is the case, in the event that a single academy ceases to participate in the Fund in
circumstances where other academies within the same MAT continue to participate, this will
not be treated as an exit or partial exit by the MAT and no exit valuation will be commissioned.
Rather, any liabilities attributed to an academy as a notionally separate employer will fall to be
funded by the MAT as a whole. The impact of this on the MAT's employer contributions will
generally be allowed for at the subsequent triennial valuation of the Fund. However, the
Administering Authority may direct the Fund actuary to take the cessation into account straight
away and adjust the contributions payable by the MAT if the event is considered material and
the circumstances meet the criteria for a review of contributions under Regulation 64A - see
paragraphs 4.29 to 4.40 above for details of the Administering Authority's policy in this area.
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5.12

5.13

5.14

5.15

5.16

5.17

5.18

For employers exiting the Fund on or after 1 April 2019 the Fund actuary will add 1% to the
value of the exiting employer's liabilities as a prudent margin given the possibility of additional
liabilities arising due to the McCloud judgement / Cost Management process and covering the
potential costs of GMP equalisation / indexation.

However, the Administering Authority will not seek to recalculate the exit liabilities for exits on
or after 1 April 2019 where the exit deficit (or credit) has already been paid as at the date this
policy comes into effect.

In determining this margin, the Administering Authority has had regard to guidance prepared
by the Scheme Advisory Board and the advice of the Fund's actuary. It will be kept under
regular review as further information on the McCloud judgment / Cost Management process
becomes available.

In many cases termination of an admission agreement can be predicted, for example, because
the admission body wishes to terminate their contract. In this case admission bodies are
required to notify the Fund of their intention as soon as possible. The Fund requires a minimum
of 3 months’ written notice for early termination of an admission agreement.

Where termination is disclosed in advance or in the opinion of the Administering Authority
there are circumstances which make it likely that an employer will become an exiting employer,
the Fund may request a revised certificate from the Actuary that specifies the amount that the
rates should be adjusted by prior to exit in line with Regulation 64(4) of the Regulations.

A valuation under Regulation 64 will assess the assets held as at the exit date in the Fund in
respect of the exiting employer, as compared to the liabilities of the Fund in respect of benefits
attributable to the exiting employer's current and former employees. The exit valuation will
usually show that there is either:

e a deficit, in that the liabilities have a higher value than the assets. In this situation
paragraphs 5.19 to 5.39 below will apply; or

e a surplus, in that the assets have a higher value than the liabilities. In this situation
paragraphs 5.40 to 5.50 below will apply.

In the event that a valuation under Regulation 64 results in there being no deficit or surplus,
then no further payments will be due from or to the exiting employer (save for any unpaid
liability arising before the exit valuation).

It should be noted that existence of a subsumption commitment or other agreement entered in

relation to any liabilities of the exiting employer does not mean that the exit valuation does not
need to be carried out.
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5.19

5.20

5.22

5.23

5.24

5.25

If the Fund actuary has calculated a deficit at the exit date the exiting employer is liable for
payment of that deficit under the Regulations. The Administering Authority will usually require
a lump sum payment from the exiting employer in the first instance, although the
Administering Authority may allow phased payments as permitted under Regulation 64B.
Where an exit payment cannot be met in full or in part by the exiting employer the
Administering Authority will attempt to recover any outstanding payment from a bond or
alternative indemnity that may be in place.

Following the use of any bonds or indemnities (if any), any remaining debt will be recovered in
a lump sum payment from the guarantor (if there is one). However, where the terms of the
guarantee allow it, the Administering Authority reserves the right to demand payment of any
exit debt from the guarantor as a primary liability (i.e. without first seeking payment from the
exiting employer)

If there is no guarantor any outstanding debt will be recovered from any related employer in
the case of a Schedule 2, Part 3, 1(d)(i) body. The Administering Authority may request a lump
sum payment or it may be agreed, if the related employer is a contributing employer of the
Fund, that the rates and adjustment certificate be revised to allow for the recovery of the
remaining debt over a reasonable period of time, as determined by the Administering
Authority.

In any other case the debt will be subsumed by all other employers in the Fund. The rates and
adjustment certificate for all contributing employers will be revised to allow for the recovery of
any remaining exit debt over a reasonable period of time, determined by the Administering
Authority, at the next triennial valuation following exit.

Any lump sum payments will be required within 30 days following the issue of the revised rates
and adjustment certificate showing the exit payment due unless another period is specified by
the Administering Authority. Any late payments will incur charges in accordance with the
Fund’s Charging Policy.

At the absolute discretion of the Administering Authority, a suspension notice may be awarded
to an exiting employer under Regulation 64(2A) of the Regulations. This can be for a period of
up to three years after the exit date (the maximum period permitted by the Regulations).

Any application for the Administering Authority to grant a suspension notice will normally only
be considered if the following criteria apply:

o the employer can provide evidence that it is likely to admit one or more new active
members to the Fund within the period of the suspension notice;

o the employer is not a ‘closed’ employer (no new active members are permitted to join the
Fund); and

e any application for the Administering Authority to grant a suspension notice is made within
three months of the exit date.
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5.26

5.27

5.28

5.29

5.30

5.31

5.32

5.33

5.34

5.35

The Administering Authority reserves the right to withdraw a suspension notice if the terms of
the agreement to award a suspension notice are not being upheld by the employer.

If a suspension notice is awarded, the exit valuation will be deferred until the earlier of:
e the end of suspension period; or,
e the point at which the suspension notice is withdrawn (for any reason).

If one or more new active members are admitted to the Fund the employer’s full participation
in the Fund will resume.

During the period of any suspension notice, the employer must continue to make contributions
to the Fund as certified in the rates and adjustments certificate.

The starting position of the Administering Authority is that an exiting employer will be required
to meet any exit liability owed as a single lump sum payment. However, the Administering
Authority may allow phased exit payments as permitted under Regulation 64B.

It is envisaged that spreading of exit payments will only be considered at the request of an
employer. The Administering Authority will then engage with the employer to consider the
application and determine whether spreading the exit payment is appropriate, and the terms
which should apply.

In determining whether to permit an exit payment to be spread, the Administering Authority
will consider factors including, but not limited to:

e the ability of the employer to make a single capital payment;

e whether any security is in place, including a charge over assets, bond, guarantee or other
indemnity;

o whether the overall recovery to the Fund is likely to be higher if spreading the exit payment
is permitted.

In determining the employer's ability to make a single payment the Administering Authority will
seek actuarial, covenant or legal advice as required. Where the Administering Authority
considers that the employer is financially able to make a single capital payment, this will
normally weigh against the Administering Authority allowing the payment to be spread.

The employer will be required to provide details of its financial position, business plans and
financial forecasts and such other information as required by the Administering Authority in
order for it to make a decision on whether or not to permit the exit payment to be spread. This
information must be provided within 2 months of request.

In determining the appropriate length of time for an exit payment to be spread, the
Administering Authority will consider the affordability of the instalments using different
spreading periods for the employer. The default spreading period will be up to 3 years but
longer periods may be considered where the Administering Authority is satisfied that this
doesn't pose undue risk to the Fund in relation to the employer's ability to continue to make
payments over the period.
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5.36

5.37

5.38

5.39

Whilst the Administering Authority's preference would be for an employer to request spreading
of any exit payment in advance of the exit date, it is acknowledged that the request may not be
able to be made until the results of the exit valuation are known. Where there is a guarantor or
subsuming employer, the guarantor/subsuming employer will also be consulted and any
agreement to spread the exit deficit may be conditional on the guarantee (or where there is
one in place prior to exit, a bond) continuing in force during the spreading period.

The amount of the instalments due under an exit deficit spreading agreement will generally be
calculated as equal annual amounts allowing for interest over the spreading period in line with
the discount rate used to calculate the exit liabilities. Alternatively, monthly payments may be
required, or the Administering Authority may require a higher initial payment with lower
annual payments thereafter to reduce the risk to the Fund. Alternative payment arrangements
may be made in exceptional circumstances as long as the Administering Authority is satisfied
that they don't materially increase the risk to the Fund.

Where it has been agreed to spread an exit payment the Administering Authority will advise the
employer in writing of the arrangement, including the spreading period, the annual payments
due, any other costs payable including actuarial and legal costs and the responsibilities of the
employer during the spreading period. Where a request to spread an exit payment has been
denied the Administering Authority will advise the employer in writing and provide a brief
explanation of the rationale for the decision.

The Administering Authority will take actuarial, covenant, legal and other advice as considered
necessary. In addition, employers will be expected to engage with the Administering Authority
during the spreading period and adhere to the notifiable events framework as set out in the
Pensions Administration Strategy. If the Administering Authority has reason to believe the
employer's circumstances have changed such that a review of the spreading period (and hence
the payment amounts) is appropriate, it will consult with the employer and a revised payment
schedule may be implemented. Whilst this review may also consider the frequency of
payments, it should be noted that it is not envisaged that any review will consider changes to
the original exit amount nor interest rate applicable. An employer will be able to discharge its
obligations under the spreading arrangement by paying off all future instalments at its
discretion. The Administering Authority will seek actuarial advice in relation to whether there
should be a discount for early payment given interest will have been added in line with the
discount rate used for the exit valuation.
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5.40

5.41

5.42

As soon as is practicable after the production of the applicable exit valuation, the Administering
Authority will notify the exiting employer and, where the exiting employer has been admitted
to the fund as an admission body:

e any party that has given a guarantee under paragraph 8 of Part 3 to Schedule 2 to the
Regulations; and

e (in respect of admissions under paragraph (1)(d) of Part 3 of Schedule 2 to the Regulations)
any scheme employer who was providing a service or assets in connection with the
exercise of a function of the exiting employer

of the fact that the exit valuation shows a surplus, that the Administering Authority intends to
make a determination of whether this surplus should be passed in whole or in part to the

exiting employer, and to request that each party provides their written representations to the
Administering Authority in relation to any factors which, in their view, would influence such a
decision and make the payment of a surplus to the exiting employer more or less appropriate.

When requesting the representations of the parties, the Authority will set a time period for
responses that it considers reasonable in the circumstances, but which shall not be less than 14
days in duration. Except in cases where the amount of the surplus in question would make the
process disproportionate, the Authority would usually offer each party consulted a separate
opportunity to respond in writing to the representations of the other party (if any have been
made).

The representations of the parties mentioned in paragraph 5.40 above may (but need not)
detail any risk sharing arrangement agreed between the parties as regards the participation of
the exiting employer in the Fund.

The Administering Authority will make a determination of the amount of the exit credit (if any)
payable to the exiting employer. In reaching this decision, the Administering Authority will have
regard to the following factors:

a) the extent to which there is a surplus;

b) the proportion of the excess of assets which has arisen because of the value of the
exiting employer's contribution;

c) the representations received by the parties under paragraph 5.40 above;

d) the date on which the admission and/or commercial arrangements between the exiting
employer and scheme employer came into effect, and whether therefore the parties
had the opportunity to deal with the chance of an exit credit in their contractual
arrangements;

e) (where the Administering Authority is aware of the same) whether or not the exiting
employer has been exposed to the full financial risk of participation in the Fund and the
existence of any risk-sharing arrangements in place with third parties;

f) where part or all of the surplus relates to an increase in the value of the assets of the
Fund as at the exit date due to better-than-expected investment growth or returns, the
extent to which that increase in asset value can be regarded as a stable and long-term
value increase;
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5.43

g) any other relevant factors.

No single factor will be conclusive and the Administering Authority will consider all the
circumstances in the round in coming to its decision on the correct level of an exit payment. In
order to help the parties in formulating their representations, the Administering Authority sets
out below the factors it may consider, and some guidance as to the usual implication of those

factors:

Factor

The Administering Authority's view on how this
may influence the determination

The extent to which there is a surplus

Will not itself influence the determination in favour
or against the exit credit, but the Administering
Authority may decide to truncate the
determination process where the surplus is so
small as to make the full process administratively
disproportionate;

The proportion of the excess of assets
which has arisen because of the value
of the exiting employer's contributions

In general, the Administering Authority considers
that where the surplus exceeds the total employer
contributions received over the course of the
admission (plus a reasonable allowance for interest
where this might be appropriate), this would weigh
against the payment of the full surplus as an exit
credit;

The representations received from the
parties

Dependent on their content;

The date on which the admission
and/or commercial arrangements
between the exiting employer and
scheme employer came into effect, and
whether therefore the parties had the
opportunity to deal with the chance of
an exit credit in their contractual
arrangements

In general, the Authority considers that where the
arrangements pre-date the introduction into the
Regulations of the concept of exit credits, and
therefore the parties did not anticipate the
existence of an exit credit in their negotiations or
contractual arrangements, this will weigh against
the payment of an exit credit (either in full or in
part dependent on the circumstances), and where
the arrangements post-date the concept of exit
credits, this will weigh in favour of the payment of
an exit credit (either in full or in part dependent on
the circumstances);

Whether or not the exiting employer
has been exposed to the full financial
risk of participation in the Fund and the
existence of any risk-sharing
arrangements in place with third
parties

In general, the Administering Authority considers
that where the exiting employer has not been
exposed to the usual financial risks associated with
admission by reason of its commercial
arrangements with third parties (for example the
scheme employer), this would weigh against the
payment of an exit credit (either in full or in part
dependent on the circumstances of the
arrangement in question). Such a risk sharing
arrangement might include for example:

e an agreement whereby the exiting employer
will be protected from, or reimbursed in
respect of, any deficit which arises under
Regulation 64 of the Regulations, either in
whole or to a material extent; and/or
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e an agreement which protects the exiting
employer from variation in respect of the level
of its ongoing employer contributions to the
Fund, either in absolute terms, or within a
defined range (often referred to as a "cap and
collar" arrangement).

The Authority also considers that where a scheme
employer has given a subsumption commitment in
respect of an exiting employer, this would qualify
as a risk sharing arrangement, as the practical
effect would be to transfer contingent risks that
would usually rest with the exiting employer to the
subsuming employer, thus reducing the risk to
which the exiting employer is exposed. Where the
Administering  Authority is aware that a
subsumption commitment has been given, it will
prepare and will submit to the parties exit
valuations prepared on both the subsumption basis
and discounting the subsumption commitment, in
order to more clearly demonstrate the impact of
the subsumption and to enable the parties to make
informed representations on the impact of the
subsumption commitment on the exit surplus;

Where part or all of the surplus relates
to an increase in the value of the assets
of the Fund as at exit date due to
better-than-expected investment
growth or returns, the extent to which
that increase in asset value can be
regarded as a stable and long-term
value increase;

In general, the Administering Authority considers
that where the exit took place at a time when the
value of assets held by the Fund were
unexpectedly high, and subsequently declined, or
appear to the Administering Authority reasonably
likely to decline in the short or medium term, then
this will weigh against the payment of an exit credit
(either in full or in part dependent on the
circumstances). Where the Authority relies on this
factor in making a determination, it will provide
the parties with details of why it considers that is
the case; and

Any other relevant factors.

Dependent on the factor in question.

5.44 In making a determination under paragraph 5.42, the Administering Authority will take such
legal, actuarial and investment advice as it considers appropriate.

5.45 The Administering Authority will notify each of the parties identified in paragraph 5.40 of the
amount of any surplus which it has determined should be returned to the exiting employer, if

any (the "exit credit").
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5.46

5.47

5.48

5.49

5.50

5.51

5.52

Where the Administering Authority has determined that an exit credit will be paid, the
Administering Authority will make the payment to the exiting employer by the later of:

e six months after the date of the exit event; or

e such later date as the Administering Authority and the exiting employer may agree.

The Administering Authority's ability to meet the payment deadlines mandated by the
Regulations is dependent on the parties providing the information needed as part of the exit
process in a timely manner.

Payment will be made by BACS in the absence of a compelling reason why this is not
appropriate. If there are any sums due from the exiting employer connected to their
participation in, or exit from, the Fund, then these sums will be deducted from any exit credit
due to the exiting employer before payment.

If the scheme employer and admission body wish to change the default position on the
payment of an exit credit then they should include suitable provisions in any service agreement
between themselves. Where the Administering Authority determines that an exit credit is to be
paid, this will in all circumstances be paid to the exiting employer and not to any other party
(even where, for example, the exiting employer requests it or the exiting employer has already
agreed to pass that payment to a third party).

When an exit credit payment is made, or if the Administering Authority determines that no exit
credit is due, no further payments are due from the Administering Authority in respect of any
surplus assets relating to the benefits of any current or former employees of the exiting
employer.

Under Regulation 64(7A) of the Regulations, an administering authority may enter into a
written agreement with an exiting employer for that employer to defer their obligation to make
an exit payment and continue to make contributions at the secondary rate.

The Administering Authority’s current policy is that Deferred Debt Agreements will generally
not be permitted.
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Appendix 6

-
North Yorkshire Pension Fund %‘3’&@

Risk Management Policy

l S Local Government
Pension Scheme

If you require this information in an alternative language or another format such as large type, audio
cassette or Braille, please contact the Pensions Help & Information Line on 01609 536335
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3.1

Introduction

North Yorkshire Council (NYC, the Council) is the statutory administering authority for the North
Yorkshire Pension Fund (NYPF, the Fund), which is part of the Local Government Pension Scheme
(LGPS). All aspects of the Fund's management and administration are overseen by the Pension Fund
Committee (PFC), which is a committee of the Council.

The primary objective of the Fund is to provide retirement benefits specified by the LGPS regulations
for staff working for local authority employers, and other employers admitted by agreement, in the
North Yorkshire area. Investments of the Fund are selected with the aim of fully funding these
benefit requirements over an extended number of years.

The day to day running of the Fund is delegated to the Treasurer, who is also the Corporate Director
Resources of the Council. The Treasurer is responsible for implementing the decisions of the PFC and
is supported by specific teams within the Council. All aspects of the day-to-day management of
investment funds are undertaken by external fund managers.

Risk, uncertainty and change create challenges to the Fund meeting its objectives. Risks, whether
recognised or unforeseen, create a threat to achieving performance targets and change. Uncertainty
and change, when considered thoroughly however, can also provide the opportunity to introduce
new, innovative and effective ways to manage the Fund.

This Risk Management Policy has been developed by officers of the Fund and sets out the Fund’s
strategic approach to effective risk management. The Policy is to be approved at least every 3 years
by the PFC, as responsibility for the Fund’s risk management rests with them.

Risk management definition

A ‘risk’ is the chance or possibility of loss, damage, injury or failure to achieve objectives caused by an
unwanted or uncertain action or event.

‘Risk Management’ is the approach to managing all of the Pension Fund’s key service risks and
opportunities with the aim of maximising service delivery effectiveness and efficiency. Risk
management is critical to the overall management of the Pension Fund, including the management
of staff, physical assets and financial resources.

Risk management is not about being ‘risk averse’, it is about being ‘risk aware’. The Fund recognises
that it is not necessary to eliminate risk entirely, risks are necessary to achieve the objectives of the
Fund, for example, investment return targets. It is important to weigh up the risk against the
opportunities that can be gained.

Risk objectives of the fund
The Fund'’s risk management objectives are:

e to continue to embed risk management into the culture of the Fund and all of its day-to-day
activities

e to manage risk in accordance with best practice and support well considered risk taking

e toaim to reduce the overall cost of risk to the Fund

e to continue to raise awareness of the need for risk management with all those involved in the
management of the Fund

e to maintain a robust framework and processes for identifying risks and their likely impact to
inform the decision making of the Fund

v2.1_April 2023
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4.0 Benefits of risk management

4.1 It is expected that if the Fund objectives above are being met that the following benefits will be
realised:

e an established and reliable basis for decision making that can be justified
e improved governance of the Fund

e enhanced financial control of the Fund

e strengthened ability to meet the key objectives and targets of the Fund
e improved service for the members of the Fund

e  supports innovation and allows the flexibility to be responsive to change
e  avoids surprises and minimises loss and waste

e improved reputation of the Fund

5.0 Approach to risk management

5.1 Risk management is integral to all aspects of the management of the Fund. The Fund is committed to
embedding risk management in all decision making. As such risk management is reflected in all of the
Fund’s policies, including the following key policies:

e Investment Strategy Statement
e Funding Strategy Statement
e NYPF Annual Report and Accounts

5.2 The Fund operates within the risk framework of the Administering Authority. A Pension Fund Risk
Register has been established that feeds into the Council’s Risk Register. This Risk Register identifies
and analyses the risks faced by Fund. It covers a broad range of risks including both strategic,
investment related risks and operational risks.

5.3 The Council’s standard risk evaluation approach has been adopted by the Fund to allow risk
prioritisation and effective allocation of resources. Once risks have been identified and included on
the risk register they are assigned a risk ranking, which will be red, amber or green. The ranking
matrix is shown in the table below:

Probability Risk Ranking Category
High 6 4 2 - Very High
Med 6 2 High
Low 6 3 High Medium
""""""""" E E 4 Low Medium
Nil 6 6 6 6
Nil Low | Med | High
e e T o 6 Closed/Complete
Highest Impact
5.4  Each risk is ranked based on the following:

e  existing risk controls in place

e  probability of the risk occurring (based on existing controls)

e impact of the risk occurring (based on existing controls)

e  further risk controls which may reduce currgpnt probability or impact
PSHEEE
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5.6

5.6.1

5.6.2

5.7

The probability and impact/severity of each risk is measured using High, Medium and Low
categories based on thresholds set for each category. These thresholds are reviewed periodically to
ensure they remain appropriate. The impact of risks occurring is split into the following 4 distinct
areas:

1. failure to meet key objectives

2. financial impact

3. service delivery

4. loss of image or reputation
Review

The risk register is reviewed twice yearly in a risk workshop, attended by Pension Fund officers and
officers from the NYCC Risk Management Section, to reflect changes in activity and in market
conditions. An overarching risk, considering key Pension Fund risks, is also included on the NYCC
Strategic Resources risk register which is reviewed twice yearly by the Corporate Director- Strategic
Resources.

The Risk Register is also taken to the Pension Board every 6 months for review and is approved
annually by the PFC. As with all of the Fund’s governance documents; the risk register is also

reviewed annually by the Fund’s Independent Professional Observer.

Risk Appetite

5.7.1 The Fund accepts that it will face risks in order to achieve its objectives. However, it will not tolerate

5.8

5.8.1

5.8.2

5.8.3

those risks which are assessed as having a high likelihood of causing a substantial impact on its
financial position or services and/or lead to widespread member or employer complaints (category
1 risks in the table above). Any such risk identified will need to have a risk reduction plan developed
and monitored by the PFC and implemented by the risk manager in order to ensure that the risk
returns to a tolerable level within an acceptable timescale.

Responsibilities

The responsibility and accountability for managing the risks within the Pension Fund lies with the
PFC.

Officers involved in the daily management of the Fund are also integral to managing risk for the
Fund and will be required to have appropriate understanding of risk management relating to their

roles.

Advisers and suppliers to the Fund are also expected to be aware of this Policy.
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Pensions Administration Strategy

This Strategy sets out the administration protocols between employers and the North Yorkshire
Pension Fund (NYPF). The protocols aim to ensure the cost effective running of the Local Government
Pension Scheme (LGPS) and the best service possible for LGPS members. The protocols ensure that the
statutory requirements and timescales imposed upon both employers and the NYPF can be met and
therefore must be followed at all times.

For the purpose of this Strategy no practical distinction is drawn between the statutory role of North
Yorkshire Council (NYC) as the Administering Authority for the NYPF, its Pension Fund Committee, the
Pension Administration sSection or other sections of the Central Services Directorate all of whom play
a role in the administration of the NYPF. The term NYPF is used collectively to reflect all of the above
roles within NYC. The Pension Board also exists to assist the Administering Authority in ensuring that
the NYPF is managed and administered effectively and efficiently and complies with pensions’
legislation and requirements imposed by the Pensions Regulator.

The protocols cannot override any provision or requirement in the regulations outlined below or in
any other relevant legislation.

This Strategy is made under regulation 59 of the Local Government Pension Scheme Regulations 2013.
The principal regulations underpinning this document are:

. the Local Government Pension Scheme (Transitional Provisions, Savings and Amendment) Regulations
2014

. the Local Government Pension Scheme Regulations 2013

. the Local Government Pension Scheme (Benefits, Membership and Contributions) Regulations 2007
(and any amendments thereto)

. the Local Government Pension Scheme (Administration) Regulations 2007

. the Local Government Pension Scheme (Transitional Provisions) Regulations 2007

. the Local Government Pension Scheme (Transitional Provisions) Regulations 1997 (and any
amendments thereto)

. the Local Government Pension Scheme Regulations 1997 (and any amendments thereto)

. the Local Government (Early Termination of Employment) (Discretionary Compensation) (England and
Wales) Regulations 2000 (and any amendments thereto)

. the Occupational Pension Schemes (Disclosure of Information) Regulations 1996 (and any
amendments thereto)

. the Occupational Pension Schemes (Preservation of Benefit) Regulations 1991

. the Occupational and Personal Pension Schemes (Disclosure of Information) Regulations 2013 (“the

. Disclosure Regulations”)

. the Pensions Act 1995

. the Pensions Act 2004

. the Pensions Act 2008

. the General Data Protection Regulation 2018
° the Finance Act 2004

. the Finance Act 2024

-
. the Automatic Enrolment (Miscellaneous Amendment) Regulations 2013
. the Public Service Pensions (Record Keeping and Miscellaneous Amendments) Regulations 2014

including amendments to any of these Regulations

OFFICIALE V1.76_April 20243
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5.1

5.2

5.3

This Strategy will be kept under review by the NYPF.
Employers may make suggestions to improve any aspect of this Strategy at any time.

The Pension Fund Committee and the Pension Board will be asked by the NYPF to formally review and
approve the Strategy on an annual basis.

Performance level agreements are set out in this document for both employers and the NYPF. These
will be reviewed annually, and employers will be consulted regarding any material changes.

This Strategy is the agreement between the NYPF and employers about the levels of performance and
associated matters to ensure that the statutory requirements and timescales can be met at all times.

Performance is monitored and reported quarterly to the Pension Fund Committee. Performance of
both employers and the NYPF will also be reported in the pension fund annual report and accounts.

Contact Person
The employer will provide a primary contact and will notify the NYPF management team who that
person is. The employer will promptly notify the NYPF of any changes to the nominated person.

Authorised Signatories

Each employer must provide a list of nominated officers to act as authorised signatories whose names
and specimen signatures are held by the NYPF. In signing a document an authorised officer is certifying
that the-formit comes from their organisation and the information being provided has been checked
and is correct. Consequently, if an authorised officer is certifying information that someone else has
completed, they should be satisfied that the information is correct.

It is the employer’s responsibility to ensure that details of the nominated contact and authorised
signatories are correct. Any changes must be notified to the NYPF immediately. Failure to update
authorised signatories will delay payment of pension benefits.

Disclosure and The Pensions Regulator’s Requirements

The Pensions Regulator’s General Code of Practice sets out-details specific-the requirements for public
sector pension schemes set-out-inthe‘Codeof Practice No- 14" Paragraphs 128 —130-referto-and the
need for employers to understand and comply with the scheme manager’s processes to ensure that
the statutory requirements and timescales can be met at all times.

From time to time, the NYPF’s auditors may request member data. They may also request an employer
site visit to carry out audits such as ensuring that correct and accurate pay calculations have been
carried out. Employers are asked to co-operate with these requests.

-Any fines imposed by the Pensions Regulator will be passed on to the employer where that
employer’s actions caused the fine. Examples of this would be, failure to provide leaver details on time

or failure to provide sufficient and accurate year end information leading to delays in issuing Annual
Benefit Statements and Pensions Saving Statements.

OFFICIALE V1.76_April 20243
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5.4
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5.6

Employee’s-Scheme information for employeesGuide

Under the Occupational Pension Schemes (Disclosure of Information) Regulations 2013, the-employer
must-ensure-that-all new employees eligible to join the LGPS must be signposted to thereceive-a-copy
of the-Employees' ‘A Brief Guide to LGPS'the-seheme document as follows:

. Where you-have—received-jobholder information_has been received, the guide must be given
within one month of the date that information was received.

. Where jobholder information has not been receivedWhere—you—-have-notreceivedjobholder
information, the guide must be given within two months of the date the person became an
active member of the scheme.

The guide is available on the NYPF website at www.nypf.org.uk where you-can-sighpest-new members
cante view and/or download it. Emailand-papercommunications-are-alse-acceptable:

Member details — Employer performance levels

The NYPF expects all employers to fully utilise i-Connect for the provision of member information on a
monthly basis. Failure to do so will result in charges being applied as detailed in the NYPF Employer
Charging Policy.

The employer must submit notifications to the NYPF as follows:

New starters Within one month of starting employment

Change in member’s details Within six weeks of the event

Leavers Within six weeks of the date of leaving

Advanced Notification of Retirement As early as possible but at least 30 days before the last
(ADNOT form) day of employment

Retirements No later than one month following retirement

Disclosure regulations require that when a retirement
takes place before Normal Pension Age (NPA) the NYPF
must receive the leaver information no later than one
month after the date of retirement.

Where a retirement takes place on or after NPA, the
NYPF must receive the leaver information no more than
20 days after the date of retirement.

Death in Service Within three working days of the employer being
notified of the death of the member

Year end information

The employer (or their payroll contractor/agency for which the employer is responsible) shall provide
the NYPF with final salary (where applicable) and Career Average Revalued Earnings (CARE) year end
information as at 31 March each year in a notified format (provided by the NYPF) no later than 30 April
or the next working day. The employer will certify that the appropriate checks for accuracy and
completeness have been carried out before submitting to the NYPF.

NYC's ntegrated-Finance team also requires separate information. After completion of the March
contribution sheets, employers are required to review their full year contribution summary (contained
within the same Excel document). All contributions for the year should be reconciled back to the
organisational payroll and the relevant declaration is to be signed and dated before being returned to
pension.contributions@northyorks.gov.uk.
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5.7

5.8

5.9

Contribution deductions

The employer will ensure that member and employer contributions are deducted at the correct rate.
This includes contributions due on leave of absence with reduced or no pay, maternity, paternity and
adoption leave and any additional contributions that the NYPF request the employer to collect.

Payment of contributions to the NYPF
Contributions (but not Prudential Additional Voluntary Contributions) should be paid by BACS each
month to the NYPF.

The deadline for all pension contributions to be cleared in the NYPF bank account is the 19th of the
month (or the last working day before, where the 19th is not a working day) following the month the
contributions relate to. This is in line with the requirements of the Pensions Act 1995. Any employers
who currently pay by cheque must therefore ensure the cheque is received by the NYPF by the 14th of
the month (or the last working day before, where the 14th is not a working day).

The employer must email a monthly return to pension.contributions@northyorks.gov.uk in advance of
their payment. This includes employers who provide monthly administration data via i-Connect.

The monthly contributions return is in a prescribed format and is provided by the lategrated-Finance
team. The return must include the following information:

. employer’s name and reference number

. pay period

. total pensionable pay

. total amount of employee contributions

. total amount of employer future service contributions

. total amount of employer past service deficit contributions (if applicable)

. added years contributions, additional regular contributions, additional pension contributions (if
applicable)

. any other payroll related adjustments

The following charges will apply for any employer who fails to meet the deadlines above.

£100 will be charged for each full month a £100 will be charged for each full month a
payment is delayed beyond its due date monthly return is delayed beyond its due date
Plus

A daily interest charge of 1% above the bank
base rate for each day the payment is overdue.
This charge will only be triggered when payment
is overdue by one month or more

For persistent breaches the employer will, as a matter of last resort, be reported to the Pensions
Regulator. Any fines imposed by the Pensions Regulator will be passed on to the employer where that
employer’s actions caused the fine.

Additional Voluntary Contributions (AVCs)

The employer will pay additional voluntary contributions to the AVC Provider, Prudential, within one
week of them being deducted. Under the Pensions Act 2004, we can notify the Pensions Regulator if
contributions are not received by the 19th of the month following the month the contributions relate
to. The employer will submit the schedule of AVCs in an agreed format directly to Prudential ahead of
the actual remittance.

Any fines imposed by the Pensions Regulator will be passed on to the employer where that employer’s

actions caused the fine.
OFFICIALL V1.76_April 20243
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5.10

5.11

5.12

5.13

5.14

5.15

5.16

Discretionary Powers

It is a mandatory requirement that each employer has a published discretions policy to enable them to
exercise the discretionary powers given to them by the regulations. The regulations also require that a
copy of the policy is-Hedged provided to-with the NYPF. Any subsequent changes to the policy must be
published and copied to the NYPF within one month of the change.

Employers will be responsible for responding to member complaints where a failure to maintain
relevant employer policies results in a dispute case. This will include complying with the Internal
Dispute Resolution procedure, where appropriate, and paying the associated fees for appointing a
specified person.

Employer Decisions

Certain aspects of the regulations require an employer decision. The employer is responsible for
implementing such areas correctly, (e.g., deduction of contributions at the correct rate, notifying the
member when the rate changes and their right to appeal).

Independent Registered Medical Practitioner

The employer is responsible for determining and employing their own appropriately qualified
independent registered medical practitioner (IRMP) and providing details of those practitioners to the
NYPF (see also paragraph 6.4). See the Pensions Ombudsman Service newsletter for useful
information on the role of the IRMP.

Employer responsibility for information provided to the NYPF

The NYPF is not responsible for verifying the accuracy of any information provided by the employer
(including year end data) for the purpose of calculating benefits under the provisions of the LGPS and
the Discretionary Payments Regulations. The employer is solely responsible for ensuring that
information has been checked and is correct. Failure to provide accurate and up to date information
will delay payment of pension benefits.

Any over payment made by the NYPF resulting from inaccurate information supplied by the employer
will be recovered by the NYPF from the employer.

The employer is responsible for any work carried out on its behalf by another section of their
organisation or by a contractor appointed by them (e.g., payroll provider or HR team).

General Data Protection Regulation

Under the General Data Protection Regulation (GDPR), the employer will protect from improper
disclosure any information about a member included{whereapplicable}enany-item-sent from the
NYPF. It will also only use information supplied or made available by the NYPF for the operation of the
LGPS. Any data the employer shares with the NYPF must be adequately protected in line with the
requirements of the GDPR.

Internal Dispute Resolution Procedure

The employer must identify a ‘specified person’ for any instances where an Internal Dispute Resolution
Procedure (IDRP) application is submitted against the employer and meet the associated costs. The
NYPF has an independent specified person who is available for employers to refer cases to.

Fines imposed on the NYPF
Any fines imposed by the Pensions Regulator, the Pensions Ombudsman, HMRC or other organisation,

will be passed on to the relevant employer where that employer's action or inaction (e.g., the failure to
notify a retirement within the time limits described above), caused the fine.
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5.17

5.18

6.1

6.2

Charges to the employer
The NYPF; mayundercertain-cireumstances—will-censidergiving give written notice to an employers
under regulation 70, due to theirbecause—of-the—employers failure to meet theunsatisfactory

performance—in—carrying—out—its—scheme—functions—when_required—measured-—against levels—of
performance levels as set out established—underin —paragraph 5.5 above. The written notice may

include charges impesed-by-the-NYPFE-for chasing employers for outstanding information as detailed in
the NYPF Employer Charging Policy.

Notifiable Events

The fund-NYPF _monitors employer covenant to ensure that itthe—Fune—_and its employers are not
exposed to unnecessary risk. Employers must therefore notify the NYPF-Fund of any events that could
materially affect their liabilities or their ability to meet those liabilities. These include, but are not
limited to, the following:

. A decision which will restrict the employer’s active membership in the Fure-NYPF in the future
. A material change in membership of the NYPFFund which would significantly reduce the LGPS
pensionable pay

. A change in the employer’s legal status or constitution which may change the qualification as a
Scheme employer under the LGPS Regulations

. Any restructuring or other event that could materially affect the employer’s membership

. Confirmation of involvement in wrongful trading

. Conviction of senior personnel, particularly where the conviction is in relation to the employer’s
business

. A decision to cease business

. Breach of banking covenant

. Details of any improvement notice (or equivalent) served by an appropriate body or regulator

Employers should provide this information in advance of the event occurring (where possible) or as
soon as possible after.

Regulatory Issues
The NYPF will administer the pension fund in accordance with the LGPS regulations and any overriding
legislation including employer discretions.

The NYPF will issue a membership certificate to new members; this provides notification to members
that they have joined the NYPF.

The NYPF is responsible for exercising the discretionary powers given to it by the regulations. The NYPF
is also responsible for publishing its policy in respect of the key discretions as required by the
regulations.

NYPF Performance Levels
The NYPF agrees to meet the following performance targets in relation to the day to day
administration of the fund:

Letter detailing transfer in 10 days

Letter detailing quote of transfer out value 10 days

Letter notifying estimated retirement benefit amount 10 days

Letter notifying actual retirement benefit amount 10 days
OFFICIALL V1.76_April 20243
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6.3

6.4

6.5

6.6

6.7

6.8

Support to Employers
The NYPF will support employers in running the LGPS by:

. providing a dedicated employer relationship manager

. providing information, advice and assistance on the scheme and its administration

. distributing regular technical information

. arranging North Yorkshire Pension Fund Officers Group (NYPFOG) meetings/training sessions as
required

. delivering adhoc training sessions

. maintaining an up to date and comprehensive website

See the Communications Policy for full details.

Independent Registered Medical Practitioner

The NYPF will verify that the individuals nominated by the employer (in accordance with paragraph
5.12) as independent registered medical practitioners are appropriately qualified to deal with ill health
retirement cases.

Services to Members
The NYPF will produce benefit statements for members each year where the employer has submitted
useable and accurate year end financial data.

The NYPF will provide a service to members that meets the requirements of the Occupational Pension
Schemes (Disclosure of Information) Regulations 2013.

In addition, the NYPF will communicate with members through appropriate media and always
encourage the use of member self-service facilities. Full details are provided in the Communications

Policy.

Multiple Language Literature
The process for providing multiple language literature has been established and all documents have
been amended to include reference on how to obtain an alternative version.

Data Protection Act 2018

Under the Data Protection Act 2018, the NYPF will protect from improper disclosure any information
held about a member. Information held will only be used by the NYPF for the operation of the LGPS.
Any data shared by the NYPF will be adequately protected in line with the requirements of the act.

Internal Dispute Resolution
The NYPF has identified a ‘specified person’ for any Internal Dispute Resolution (IDRP) application that
is submitted against the Administering Authority.

The members’ contribution rates are fixed within bands by the regulations. The NYPF will notify
employers of these rates each year.

Employers’ contribution rates are determined by a triennial valuation process. Employers are required
to pay contributions to secure the solvency of their part of the NYPFFund and meet their liabilities over
an agreed term.

The NYPF is valued every three years by itsthe—Fund actuary. The actuary balances the assets and
liabilities in respect of each employer and assesses the contribution rate and, where applicable, the
deficit amount for each employer. Employer contribution rates and, where applicable, the deficit
amounts apply for three years. Some admission agreements may determine that reassessment should
take place on a more frequent basis.
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The administrative-costs of running the NYPF are charged by NYC directly to the Fund and the actuary
considers these costs when assessing the employer contribution rate.

If the NYPF undertakes work specifically on behalf of an employer, the employer will be charged
directly for the cost of that work as detailed in the NY¥RPF-Employer Charging Policy.

In accordance with the Fund’s—Communications Policy, the NYPF will work with employers to
communicate relevant information to members.

The NYPF maintains a list of key contacts at each employer. The Pensions Administration Strategy will
be shared with the key contacts when any material changes are made.
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Appendix 9« — ( Formatted: Right

North Yorkshire
Pension Fund

A guide to the Internal Dispute
Resolution Procedure
April 20232024

l S Local Government
Pension Scheme

If you require this information in an alternative language or another format such
as large type, audio cassette or Braille, please contact the Pensions Help &
Information Line on
01609 536335
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This guide tells you the way you can sort out any problems or complaints you may have with your pension
benefits.

If you are not sure which benefits you can get, or you have a problem with your benefits please contact the
North Yorkshire Pension Fund (NYPF), contact details are given at the end of this guide. The NYPF will try to deal
with the problem as quickly and simply as possible.

Many issues are caused by misunderstandings, incorrect information or human error. In most cases, these can
be quickly corrected or explained by contacting the person who has made the decision you are disputing. Their
contact details will be on the communication you have received.

You don’t have to do this but, an informal enquiry may save you a lot of time and trouble and, if an error has
been made it will be dealt with as quickly as possible. Most problems that members have are-can be resolved in
this way.

If you are still unhappy you may be able to use what is known as the ‘Internal Dispute Resolution Procedure’
(IDRP) to make a complaint.

For example, whether you are entitled to immediate payment of pension benefits (including ill health).

If your dispute relates to an employment decision, for example, you have been dismissed, you should contact
your employer and ask about their employment appeals process.

the

From the day you join the scheme various decisions are being made about your pension. These include things
like:
e The benefits you can have and how much they will be.

e When your benefits can be paid.

When you (this includes dependants) are told of a decision you should check, as far as you can, that it is based
on the correct details and that you agree with the decision.

the
You can use_the IDRP if you are one of the following or have been in the last 6 months:

e A member: this means you are paying into the fund, have a pension being paid, have a deferred
pension, or refund entitlement with us.

e A dependant: a widow, widower, civil partner, cohabiting partner or an eligible child.

e A prospective member: you are not a member yet but could become one if you opt to join.

OFFICIAL
V1.56_April 20232024
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the
The IDRP has 2 stages with many complaints sorted out at stage 1.

You can ask somebody else to deal with the complaint for you. This could be a trade union official, welfare
officer, spouse, partner or friend.

You will not be charged for using the IDRP. You will however have to meet the cost of any postage/stationery or
representative’s time.

If you need to make a formal complaint, you should:

e Complete the Stage 1 Internal Dispute Resolution form which is available to download at
https://nypf.org.uk/home/nypf-guides/ or from the NYPF. You should add specific details about what
you are disputing and include any documentation that supports your case.

e Make the complaint within 6 months of when you were told of the decision you want to complain
about.

Your complaint will be looked at carefully by NYPF’s referee who is known as the ‘nominated person’.

The nominated person will look at the facts of your complaint along with the Scheme rules and any other
relevant information. You should get a reply within 2 months, giving details of the decision or confirming when
you will receive a decision.

The decision letter from the nominated person will tell you what should happen next, there are two likely
outcomes:

e The original decision is upheld and therefore it will continue to apply. You can choose to escalate your
complaint to the second stage of the IDRP.

e Some or all of the decision is incorrect. The nominated person will write to you giving details of further
actions that need to be taken. The actions will be followed up by either your employer or the NYPF
(depending on who the complaint is against). If you are still unhappy with the decision, you can escalate
your complaint to the second stage of the IDRP.

You can take your complaint to stage 2 if:

v 3 with-it-You are unhappy

with the sta_ge 1 decision. You have six months from the date of the decmon to make your stage 2
appeal.

e You have net-had an interim reply to your stage 1 dispute but no decision. understage—1—within3
months-of-makingyourcomplaint-You have seven months from the expected date of the decision to
make your stage 2 appeal.

e You have not had an interim reply or decision for your stage 1 dispute. within-d-menth-of-the-date-you

were-given-by-the-nominated-persen-_You have nine months from the date you raised your stage 1

dispute to make your stage 2 appeal.

You should send your stage 2 eemplaint-appeal in writing to the NYPF along with a copy of the stage 1 decision
and full details of why you are unhappy with it.

Your complaint will be looked at again by the appointed person for stage 2 who will not have been involved at
stage 1.
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You should get a decision letter from the appointed person within 2 months giving details of the decision or
confirming when you will receive a decision.

The letter will tell you that either:

e The original decision is upheld and therefore it will continue to apply. You can choose to escalate your
complaint to the Pensions Ombudsman.
Or

e Some or all of the decision is incorrect. The appointed person will write to you giving details of further
actions that need to be taken. The actions will be followed up by either your employer or the NYPF
(depending on who the complaint is against). If you are still unhappy with the decision, you can escalate
your complaint to the Pensions Ombudsman.

The Early Resolution Service

If you need help raising your concerns, or just to discuss a potential complaint, you can use the Pensions
Ombudsman’s Early Resolution service. The Early Resolution Service will try to resolve complaints informally at
an early stage.

Using this service will not affect your right to apply to the Ombudsman for formal adjudication if you choose to
do so at a later date.

Phone: 0800 917 4487

Email: enquiries@pensions-ombudsman.org.uk

Website: www.pensions-ombudsman.org.uk (where you can submit an online complaint form)

Formal Adjudication

If you are not happy with the decision at stage 2 you can take your complaint to the Pensions Ombudsman
(TPO) free of charge for a formal adjudication. This must be within 3 years of when the event you are
complaining about happened, or, if later, within 3 years of when you first knew about it (or ought to have
known about it).

TPO is an independent per—sen— rganlsatlon who settles disputes between pension scheme members and
pension schemes. i i v
determinations are legally binding on all the parties and are enforceable in court. -You can write to TPO w&h
your-eomplaint-to request a formal adjudication but you must first have been through stages 1 and 2 of the
IDRP.

You can contact TPO at:

The Pensions Ombudsman
10 South Colonnade
Canary Wharf

E14 4PU

TelephenePhone: 0800 917 4487
Email: enquiries@pensions-ombudsman.org.uk

Website: www.pensions-ombudsman.org.uk (where you can submit an online complaint form)
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If you have general requests for information or guidance concerning your pension arrangements contact the
free government MoneyHelper service which is provided by the Money and Pensions Service.

HolbornCentre
120 Heolbern
Londen
EolaloTn

Telephone: 0800 011 3797
Website: https://moneyhelper.org.uk
Webchat: https://www.moneyhelper.org.uk/PensionsChat

More detailed information about the scheme is available on the NYPF website at www.nypf.org.uk or you
can contact the NYPF in the following ways:

Email: pensions@northyorks.gov.uk

Telephone: 01609 536335

Our phone lines are open Monday to Friday 10am to 4pm except Wednesdays, weekends and bank holidays
when they are closed all day.

In writing:

North Yorkshire Pension Fund
County Hall

Northallerton

North Yorkshire

DL7 8AL
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Governance Roles and Responsibilities
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l S Local Government
Pension Scheme

If you require this information in an alternative language or another format such as large type, audio
cassette or Braille, please contact the Pensions Help & Information Line on 01609 536335
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Pension Scheme

If you require this information in an alternative language or another format such as
large type, audio cassette or Braille, please contact the Pensions Help & Information
Line on 01609 536335
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The Local Government Pension Scheme (LGPS) regulations provide pension funds with the ability to recover from
an employer, any additional costs associated with the administration of the scheme incurred as a result of the
poor level of performance of that employer.

This document sets out the North Yorkshire Pension Fund’s (‘the Fund’) policy for charging employers and should
be read in conjunction with the Pensions Administration Strategy (PAS).

Ensuring compliance with the LGPS and Disclosure of Information regulations is the responsibility of the Fund and
employers even where the payroll service is outsourced.

The Fund and employers will ensure that all functions and tasks are carried out to agreed standards.

The Fund will monitor performance against the PAS on an ongoing basis and will liaise with employers in relation
to any concerns. The Fund reports its own performance to the Pension Fund Committee (PFC) on a quarterly basis
against internal key performance indicators. Employers’ performance measured against the standards set out in
the PAS will also be reported to the PFC. The Fund also monitors and reports on data quality in line with the
Pension Regulator’s General Code of Practice-14.

The table below details the regulatory timescales for providing information and notifications to the Fund.

New starters Within one month of starting employment
(Employer Pen11 form)

Change in member’s details Within six weeks of the event
(Change of Members Personal Details form)

Leavers Within six weeks of the date of leaving

(SU5 form)

Advanced Notification of Retirement As early as possible but at least 30 days before the last
(ADNOT form) day of employment

Retirements No later than one month following retirement

(SU5 form) Disclosure Regulations require that when a retirement

takes place before Normal Pension Age (NPA) the NYPF
must receive the SUS no later than one month after the
date of retirement.

Where a retirement takes place on or after NPA, the
NYPF must receive the SU5 no more than 20 days after
the date of retirement.

Death in Service Within three working days of the employer being
notified of the death of the member

In addition, employers must make both employee and employer contributions to the Fund, in accordance with
the rates and adjustment certificate. All monies due to the Fund in respect of employees and employers’
contributions must be cleared in the Fund’s bank account by the 22" 19th-of the month (or the last working day
before the 22" -where the 22" the-19th-is not a working day) following the month the contributions relate to.

Under the regulations, all payments made to the Fund must be accompanied by a statement. The employer must
email a monthly return to pension.contributions@northyorks.gov.uk, in advance of their payment. This includes
employers who provide monthly administration data via i-Connect.

Charges for late payments and late submission of supporting documentation may be applied at the discretion of
the Fund. Where persistent and ongoing issues occur and no improvement is demonstrated by the employer,
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and/or no willingness is shown by the employer to resolve the identified issues, further action will be taken as
detailed in this policy.
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The LGPS regulations enable pension funds to recover any additional costs associated with the administration of
the scheme incurred because of poor performance by an employer (including the administering authority). It is
the Fund’s policy to do this to ensure that other employers do not incur higher administration costs or loss of
investment return because of a small number of employers’ poor performance.

The Fund’s policy is to chase outstanding information on a regular basis, typically as follows:

e Original request issued-tho-charge}.

o The first chaser will be issued 10 working days after the date of the original request.

o A further two chasers will be issued 10 working days apart.

e The case will then be escalated to the Pensions Management Team who will issue a final chaser which will
clarify the regulatory requirements including potentially reporting the employer to the Pensions
Regulator. Fhis-willalse-ineuracharge:

e If no response is received within 10 working days the Pensions Employer Relationship Manager will make
contact to discuss an improvement plan.

The Fund will issue employers with contribution spreadsheets at the start of each financial year which sets out
when the payments and accompanying information is due, in line with the PAS. The Fund’s policy is to chase any
late payments or accompanying documentation once overdue.

Where employers fail to fulfil their obligations, charges may be levied as detailed in section 4. Whether or not
charges are levied in—practice-is at the discretion of the Fund. Charges are more likely to be levied on larger
employers whoieh repeatedly fail to meet their obligations.

An invoice will be issued to employers detailing any additional costs, including interest, reflectingthe-timeand
reseurees-used-inreselving-the-issues-in accordance with the charging scale set out in this policy. This will reflect
the time and resources used in resolving the issues. Should there be sufficient concerns over one or more
employers failing to meet their obligations, the PFC will be informed of this and any associated charges.

The frequency of employers failing to meet their obligations will be monitored and where significant issues are
identified, the Fund will contact the employer concerned and offer support and guidance. Working collaboratively
with the Fund the employer will be expected to identify and agree the following:

e Training requirements

e Arobust and measurable improvement plan

e Regular contact with the Pensions Employer Relationship Manager to provide progress updates against
the data improvement plan

e Clear milestones

e Accountabilities

e Appropriate internal monitoring is put in place

e Timescales

If poor performance continues which affects the Fund’s ability to perform its statutory functions, or the employer
is not taking steps to improve its performance, the Fund will be required to report the employer to the Pensions

Regulator.

If an employer fails to pay any amount due to the Fund (other than monthly contributions) within 30 days,
interest for late payment will be charged at 1% above the bank base rate.

The Fund reserves the right to suspend charging for all or specific employers, if deemed appropriate, e.g. during a
pandemic or where the application of charges would cause undue financial hardship.
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Starter information
Chase for missing information where one | £5.00 per record, per chase Cc1
request has already been made
Chase for missing information or | £5.00 per record, per chase o
incorrect information to be corrected
where one request has already been
made
Employer estimate {Estferml)}
Chase for missing information or | £5.00 per record, per chase c13
incorrect information to be corrected
where one request has already been
made
ADNOT (Advanced Notification of
Retirement)
Chase for missing ADNOTferm where one | £5.00 per record, per chase c5
request has already been made
Chase for missing information or | £5.00 per record, per chase
. . . c6
incorrect information to be corrected
where one request has already been
made
Death in service
Chase for missing SU5-leaver formferm | £10.00 per record, per chase c7
where one request has already been
made
£5.00 per record, per chase
Lo . . c8
Chase for missing information or
incorrect information to be corrected
where one request has already been
made
LsUSleaver form
Chase for missing form where one | £10.00 per record, per chase c3
request has already been made
Chase for missing information or | £5.00 per record, per chase
. . . c4
incorrect information to be corrected
where one request has already been
made
Employer Authorisation (ill health and
redundancy/efficiency)
Request for missing employer | £10.00 per record, per chase c9
authorisation
. C10
Request for missing cost codes (NYC only) | £10.00 per record, per chase

7

OFFICIAL

Page 149

v1.56_April 20234




Data

Post information: chase for missing or
incorrect information where one request
has already been made e.g. hours, service
etc.

Pay information: chase for missing or
incorrect information where one request
has already been made

£5.00 per record, per chase

£5.00 per record, per chase

C11

C12

i-Connect

Failure to use i-Connect to submit
monthly data (charged by the number of
pensionable members held on the Fund’s
database)

Failure to submit monthly data by the
agreed deadline. A charge will apply for
each full month the file is delayed beyond
its due date

Number of pensionable members
1-99

£5.00 per record charged at year end

£50.00 per file

100 - 999 £100.00 per file
1,000 - 1,999 £200.00 per file
2,000 - 4,999 £300.00 per file
5,000 - 9,999 £400.00 per file
10,000 + £500.00 per file
Year End

Failure to submit year end file by 30 April
(charged by the number of pensionable
members held on the NYPF database)

1-99

100 - 999
1,000 - 1,999
2,000 - 4,999
5,000 -9,999
10,000 +

Incorrect file formatting

Missing or incorrect data

Reason for pay changes outside of
tolerances not given

Missing starter and leaver information

*The following charges will apply for each full month the file is
delayed beyond 30 April

*£50.00 per file

*£100.00 per file
*£200.00 per file
*£300.00 per file
*£400.00 per file
*£500.00 per file

**£5.00 per record
**£5.00 per record
**£5.00 per record

**£5.00 per record

**Subsequent chasers will be charged at £2.50 per chase, per

record

If an employer annual return is received by 30 April and the return is accepted, no charge will apply.

If the annual return is received by 30 April and the return is rejected but subsequently re-submitted and
accepted within two weeks, no charge will apply.

OFFICIAL

v1.56_April 20234

Page 150




Monthly contributions

Charge for late payment

Charge for late submission of supporting
documentation

*The following charges will apply |for each-full-month-the fileis
éelayed—be»fend—it%—dee—date\late payments and late submission of

supporting documentation.

*£100 per file plus a daily interest surcharge for the period the
payment is outstanding of 1% above the bank base rate

*£100 per file

Commented [TM1]: Should this be changed to say
"...for late payments and late submission of supporting
documentation”, rather than say it can be late by up to a
month before there's a cost?

Commented [JFW2R1]: Changed, the original wording
came from Finance...

Accounting

IAS19/FRS102 valuations

Professional fees recharged where late information is provided by
the employer. Cost will be notified prior to work starting

Actuarial & legal advice

Actuarial & legal advice for admission
bodies and academy conversions

Professional fees recharged. Cost will be notified prior to work
starting

Technical Advice

Ad hoc technical advice, (where re-
charging is deemed appropriate because
the advice is not of general benefit to the
Fund overall)

Professional fees recharged. Cost will be notified prior to work
starting
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Breaches of the law

The North Yorkshire Pension Fund (“the Fund”) has prepared this document to set out its policy and
procedures on identifying, managing and where necessary reporting breaches of the law as covered in the
Pensions Regulator’s (“the Regulator”) General Code of Practice (“the Code of Practice”).

This policy sets out the responsibility of the Pension Fund Committeeelected-Members, officers of the Fund
and the Local Pension Board in identifying, managing and where necessary reporting breaches of the law as
they apply to the management and administration of the Fund.

This policy does not cover the responsibility of other “reporters” (described later in this policy) in relation to
their obligation to report breaches in accordance with the Code of Practice where they relate to the
management and administration of the Fund. Where a breach of the law is identified both the Fund and the
Local Pension Board will take all necessary steps to consider the breach and report it to the Regulator, rather
than having the breach reported by any of the other “reporters”.

This policy will be reviewed by the Fund at least annually. The Fund will monitor all breaches and will ensure
that adequate resources are allocated to managing and administering this process.

The Administering Authority Monitoring Officer will be responsible for the management and execution of this
breaches policy.

The identification, management and reporting of breaches is a requirement of the Code of Practice. Failure to
report a breach without “reasonable excuse” is a civil offence that can result in civil penalties. Guidance can be
found on the Regulator’s website at https://www.thepensionsregulator.gov.uk/en/document-library/scheme-
management-detailed-guidance/communications-and-reporting-detailed-guidance/complying-with-the-duty-
to-report-breaches-of-the-law.

At the same time, in addition to identifying, rectifying and where necessary reporting a breach it provides an
opportunity to learn from mistakes and review and improve processes in the areas where the breach occurred.
All staff are required to take a pro-active approach to the identification, management and reporting of all
breaches that have occurred, or are likely to occur.

The Fund will maintain a log of all breaches under the LGPS regulations and wider pension law, statutory
guidance or codes of practice under the remit of the Regulator in accordance with the 2004 Pension Act.

Where a breach has occurred it should be identified as either an area of non-compliance under the LGPS
regulations, a breach under pension law as defined within section 13 of the 2004 Pension Act or the
Regulator’s Code of Practice.

The definition of pension law under the jurisdiction of the Regulator is any enactment contained in or made by
virtue of:

e The Pension Schemes Act 1993 (c. 48)

e Part 1 of the Pensions Act 1995 (c. 26), other than sections 62 to 66A of that Act

e (equal treatment)

e Part 1 or section 33 of the Welfare Reform and Pensions Act 1999 (c. 30), or

e This Act

e Section 5(4) (Pension Board: conflicts of interest and representation), 6 (Pension Board: information),
14 (information about benefits) or 16 (records) of the Public Service Pensions Act 2013
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e Paragraph 2 of Schedule 18 to the Pensions Act 2014 (c 19)
e The Pension Schemes Act 2015

Therefore, as the LGPS Regulations are made under the Superannuation Act 1972, the Regulator views the
provisions as being similar to a private pension scheme’s rules which are the preserve of trustees and not of
the Regulator.

As such in the event of non-compliance under the LGPS Regulations the failings should be documented in an
internal log specifying the corrective action to be undertaken to strengthen operational procedures and
controls in order to prevent or mitigate the impact of any future recurrences.

Alternatively, where the failure is identified by the Fund or Local Pension Board as a breach of pension law
under the jurisdiction of the Regulator, or the Code of Practice, it should be recorded, assessed and where
defined to be of material significance to the Regulator, must be reported as soon as reasonably practical.

The Fund and the Local Pension Board eannet-should not rely on waiting for other reporters to report a
breach.

A breach of the law is “an act of breaking or failing to observe a law, agreement, or code of conduct.” It can
encompass many aspects of the management and administration of the scheme, including failure:

e to do anything required under overriding legislation, applicable statutory guidance or codes of
practice

e to maintain accurate records

e to act on any omission or fraudulent act that is identified

e of an employer to pay over employee and employer contributions on time

e to pay member benefits either accurately or in a timely manner

e toissue annual benefit statements on time

e or non-compliance with the Regulator’s Code of Practice.

Non-compliance with the LGPS regulations can encompass many aspects of the management and
administration of the scheme, including failure:

e to do anything required under the LGPS regulations
e to comply with policies and procedures (e.g. the Fund’s Investment Strategy Statement, Funding
Strategy Statement, discretionary policies, etc.);

Responsibility to report identified breaches of the law in relation to the Code of Practice falls on the following
(known as “reporters”):

e Members of the Pension Fund Committee and officers of the Fund, as the Scheme Manager
e Members of the Local Pension Board

e Scheme employers

e Professional advisers (including the Fund’s actuary, investment advisers, legal advisers)

e Third party providers (where employed)

e Any other person involved in advising the Scheme Manager in relation to the scheme

This policy applies only to the Pension Fund CommitteeelectedMembers—and, officers of the Fund and
members of the Local Pension Board. It is for the other reporters to ensure adequate procedures and policies
are put in place in order to identify, assess and where necessary report breaches. Both the Fund and the Local
Pension Board will take all necessary steps to consider the breach and report to the Regulator, rather than
having the breach reported by any of the other “reporters”.
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Breaches of the law which affect pension schemes should be considered for reporting to the Regulator. The
decision whether to report an identified breach depends on whether:

e there is reasonable cause to believe there has been a breach of the law
e andif so, is the breach likely to be of material significance to the Regulator?

It is important to understand that not every breach that is identified needs to be reported to the Regulator.
For example, where it can be demonstrated that appropriate action is being taken to rectify the breach, or the
breach has occurred due to teething problems with new or revised systems or processes, it may not be
necessary to report the incident. te-Fhe-Regulater—The Regulator will not usually regard a breach arising from
an isolated incident as materially significant.

Reporters should consider other reported and unreported breaches that they are aware of. However, they
should use historical information with care, particularly where changes have been made to address breaches
already identified. Those reporting a breach should consider general risk factors, such as the level of funding
or_how well the scheme appears to be run. Some breaches that occur in a poorly funded and/or poorly
administered scheme will be more significant to the Regulator than if they occurred in a well-funded, well
administered scheme.

All incidents of breaches identified should be recorded in the Fund’s breaches log. This log will be reviewed on
an on-going basis to determine any trends that might indicate any serious failings or fraudulent behaviour.
Where such failings or fraudulent behaviour are identified, immediate action will be taken to agree a plan of
action to rectify the matter and prevent -a recurrence in the future.

Examples of potential breaches, including when they should and should not be reported to the Regulator are
included in Appendix A.

The Code of Practice requires that a breach should be notified to the Regulator as soon as is reasonably
practical once there is reasonable cause to believe that a breach has occurred and that it is of material
significance to the Regulator. In any event, where a breach is considered to be of material significance it must
be reported to the Regulator no later than one month after becoming aware of the breach or likely breach.

Where it is considered that a breach is of such significance that the Regulator is required to intervene as a
matter of urgency (for example, serious fraud), the matter should be brought to the attention of the Regulator
immediately (e.g. by calling them direct). A formal report should then be submitted to the Regulator, marked
as “urgent” in order to draw the Regulator’s attention to it.

It is important that the Fund and the Local Pension Board are satisfied that a breach has actually occurred,
rather than acting on a suspicion of such an event.
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It will be necessary, therefore, for robust checks to be made by-elected-Membersand-officers-when acting on
any suspicion of a breach having occurred. Where necessary this may involve taking legal advice or contacting
other advisers (e.g. auditors, the Fund’s actuary or investment advisers).

Where the reporter does not know the facts or events around the suspected breach, it will usually be
appropriate to check with others who are able to confirm what happened. However, it would not be
appropriate to alert those implicated in potential serious offences involving dishonesty, such as theft or fraud.
In such cases, due to the immediate risk to scheme assets, reporters should bypass the usual checks making
only those they deem necessary and not cause undue delay to the report being made.

6
OFFICIAL
v1.56_April 20232024

Page 158



The RegulaterFund has preduced-created a decision tree to assist sehemes-reporters in identifying the severity
of a breach and whether it should be reported. When determining materiality of any breach or likely breach
the Fund and Local Pension Board will in all cases consider the following:

e cause - e.g. dishonesty, poor governance, incomplete or inaccurate information, acting or failing to
act in contravention of the law

o effect -_e.g. a significant proportion of members are affected, scheme benefits are significantly
affected, there is a pattern of recurrence, lack of knowledge and understanding, unmanaged
conflicts of interest, systems of governance or internal controls are not established or operated.
Risks are not properly identified and managed or the right money is not being paid to or by the
scheme at the right time, inaccurate information is being provided, records are not being
maintained, scheme assets are misappropriated.

o —effect—e-.g—ineffective—internal trols,tack—of knowledge—and—understanding,inaccurate

] talfor further L I .

e reaction - e.g. taking prompt and effective action to investigate and resolve a breach and notifying
scheme members where appropriate will usually mean the Regulator does not consider the breach
to be materially significant. However, a breach is likely to be of concern if it does not receive
prompt _and effective remedial action, is not being given the right priority, has not been
communicated to affected scheme members, forms part of a series of breaches indicating poor
governance or it was caused by dishonesty, even when action has been taken to resolve the
matter quickly and effectively.

o wider implications - e.g. where a breach has occurred due to lack of knowledge or poor systems
and processes making it more likely that other breaches will emerge in the future

The decision tree provides a “traffic light” system of categorising an identified breach and is shown at
Appendix A:

e Green - not caused by dishonesty, poor governance or a deliberate contravention of the law and
its effect is not significant and a plan is in place to rectify the situation. In such cases the breach
may not be reported to the Regulator, but should be recorded in the Fund’s breaches log

. - does not fall easily into either green or red and requires further investigation in order to
determine what action to take. Consideration of other recorded breaches may also be relevant in
determining the most appropriate course of action

e Red - caused by dishonesty, poor governance or a deliberate contravention of the law and having
a significant impact, even where a plan is in place to rectify the situation. The Fund or Local
Pension Board must report all such breaches to the Regulator in all cases

If it is unclear as to whether the breach or likely breach is significant, in the first instance full details should
always be reported to the Local Pension Board to determine the appropriate course of action. It should be
noted that failure to report a significant breach or likely breach is likely, in itself, to be a significant breach.

The Fund will use the—Regulater’s decision tree as a means of identifying whether any breach is to be
considered as materially significant and should be reported to the Regulator.

Any failure of a scheme employer to pay over employee contributions that are considered to be of material
significance to the Regulator must be reported te-the-Regulaterimmediately.

In order to determine whether failure to pay over employee contributions is materially significant or not the
Fund will seek from the employer:
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e the cause and circumstances of the payment failure
e what action the employer has taken as a result of the payment failure, and
e the wider implications or impact of the payment failure

Where a payment plan is agreed with the employer to recover outstanding contributions and it is being
adhered to or there are circumstances of infrequent one-off late payments or administrative failures the late
payment will not be considered to be of material significance.
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All incidences resulting from the unwillingness or inability of the employer to pay over the employee
contributions, dishonesty, fraudulent behaviour or misuse of employee contributions, poor administrative
procedures or the failure to pay over employee contributions within 90 days from the due date will be
considered to be of material significance and reported to the Regulator.

Once a breach or likely breach has been identified, regardless of whether it needs to be reported to the
Regulator, the relevant manager, in consultation with the Monitoring Officer, must review the circumstances
of the breach in order to understand why it occurred. The review must also identify the consequences of the
breach and agree the corrective measures required to prevent recurrence, including an action plan where
necessary. All breaches must be recorded in the Fund’s breaches log.

All those the Breaches Policy applies torelevantofficers—and—elected-Members—of-theFund—as—wel-as—all
members-of-the-Local-Pension-Beard have a responsibility to:

e identify and assess the severity of any breach or likely breach

e report all breaches or likely breaches to the Monitoring Officer

e in conjunction with relevant officers, agree a proposed course of action to rectify the breach and
put in place measures to ensure the breach does not recur, obtaining appropriate legal or other
advice where necessary

e ensure that the appropriate corrective action has been taken to rectify the breach or likely breach
and to prevent it from recurring; and

e co-operate with, and assist in, the reporting of breaches and likely breaches to the Pension Fund
Committee, Local Pension Board and where necessary the Regulator

The Fund will appoint one of the administering authority’s senior officers to be responsible for the
management and execution of this breaches policy. That officer will be the Monitoring Officer and will be the
Head of Pensions Administration.

The Monitoring Officer will be responsible for recording and reporting breaches and likely breaches as follows:

e record all identified breaches and likely breaches of which they are aware in the Fund’s breaches
log

e investigate the circumstances of all reported breaches and likely breaches

e ensure, where necessary, that an action plan is put in place and acted on to correct the identified
breach and also ensure further breaches of a similar nature do not recur

e report to the Pension Fund Committee and Local Pension Board:

o —all materially significant breaches or likely breaches that will require reporting to the
Regulator as soon as practical, but no later than one month after becoming aware of the
breach or likely breach; and

o -all other breaches at least quarterly as part of the Pension Fund Committee cycle

e report all materially significant breaches to the Regulator as soon as practical but not later than
one month after becoming aware of the breach

The Monitoring Officer will determine whether any breach or likely breach is materially significant, having
regard to the guidance set out in the Code of Practice and after consultation where considered appropriate
with the Pension Fund Committee and Local Pension Board.

Where uncertainty exists as to the materiality of any identified breach, the Fund or Local Pension Board will be
required to informally notify the Regulator of the issue and the steps being taken to resolve the issue.
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How should a breach be reported to the Regulator?

All materially significant breaches must be reported to the Regulator in writing. The Regulator encourages the
use of its standard reporting facility via its online Exchange service. If a reporter discovers an urgent breach
which is likely to have an immediate and damaging effect for scheme members, they should notify the
Regulator by telephone before submitting their report in writing.

Breach of law reports must be made to the Regulator as soon as reasonably practicable.
In_most cases, this should be within 10 working days of the breach being identified. However, reporters may
use their judgement and apply ‘reasonably practicable’ to their own circumstances. Consider such factors as
the seriousness of the potential breach and its consequences. Where reporters decide a longer reporting time
is reasonable, they should record the reasons for this and any evidence in case they need to show this in
future.

The report should include the following:

o full name of the scheme

e description of the breach or breaches, including any relevant dates
e name of the scheme manager

® name, position and contact details of the reporter

e role of the reporter in the scheme

e reason the reporter believes the breach is of material significance
e address of the scheme

e type of scheme (public service)

e pension scheme registration (PSR) number if known

e address of the employer

There are also requirements placed on those running pension schemes to report to other bodies. Where the
duty to report to another body coincides with the duty to report to the Regulator, the Regulator’s report
should include details of the other bodies the matter has been reported to.

If reporters have not received an acknowledgement from the Regulator within five days, they should contact
them.

If a scheme or an individual is at risk, for example where there has been dishonesty, the reporter should not
take any actions that may alert those implicated that a report has been made. Similarly, reporters should not
delay their report to the Regulator, to check whether any proposed solutions will be effective.

Multiple reporters
More than one person may be responsible for reporting the same breach. Those who have a duty to report
should be aware this is not automatically discharged by another party reporting the breach.

Reporters should avoid making duplicate reports where possible. However, an exception to this is when
another reporter has additional or different information about the breach or the circumstances related to it.

Where multiple reporters wish to submit a collective report, the reporting procedure allows for the evaluation

of breaches as described in this policy. The report should be made as soon as reasonably practicable.
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All breaches and likely breaches are to be reported to the Monitoring Officer as soon as they are identified.
The Monitoring Officer will log all breaches on the Fund’s breaches log, including the following information:

e date the breach or likely breach was identified

e the pension scheme’s registry number (if available)

e name of the employer (where appropriate)

e any relevant dates

e adescription of the breach, its cause and effect, including the reasons it is, or is not, believed to be
of material significance

e whether the breach is considered to be red, amber or green

e adescription of the actions taken to rectify the breach

e whether the concern has been reported before, and

e a brief description of any longer term implications and actions required to prevent similar types of
breaches recurring in the future.

The Monitoring Officer will be responsible for ensuring the effective management and rectification of any
breach identified. The Head of Pensions Administration will be responsible for submission of any report to the
Regulator. Any documentation supporting the breach will be maintained by the Head of Pensions
Administration.

It is a statutory duty to report breaches of the law. In rare cases this may involve a duty to whistle blow on the
part of an employee of the Fund or a member of the Local Pension Board. The duty to report does not override
any other duties a “reporter” may have, such as confidentiality. Any such duty is not breached by reporting to
the Regulator. Given the statutory duty that exists, in exercising this breaches policy the Fund will ensure it
adheres to the requirements of the Employment Rights Act 1996 in protecting an employee making a
whistleblowing disclosure to the Regulator.

The duty to report, however, does not override ‘legal privilege’, so oral and written communications between
the Fund or Local Pension Board and a professional legal adviser do not have to be disclosed.

The Head of Pensions Administration will ensure that all Pension Fund Committeerelevant-elected-Members
and, Fund officers, as well as members of the Local Pension Board receive appropriate training on this policy at
the commencement of their employment or appointment to the Local Pension Board as appropriate and on an
ongoing basis.
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Appendix A

Check what the law
requires, if you are
not sure ask for
advice

Check the facts, ask
the people who can
confirm them

s there reason to
believe a breach has
occurred?

Yes

Is it of material
significance to the
Pension Regulator?

Yes

Consider the:
> cause of
> effect of
> reaction to
> wider implications of
the breach

Is it clear cut?

v \ 4
Clear cut Grgf:{)::;ch
Red breach

Report to Pensions
Regulator and record in
the Breaches Log

Do NOT report to the
Pensions Regulator but
still record in the
Breaches Log

Report & record

Don't report, just record
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No duty to report
No»»| but still record in
the Breaches Log

No

Not clear cut
breach
Consider context, apply
principles of code &
refer to guidance if
necessary. Use
judgement and decide

Report & record
Or
Don’t report, just record
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Appendix B

Name of Reporter:

Position:

Telephone number

Email address

Address

Description of the

breach

(please include any relevant
dates)

Do you believe that
the breach is of
material significance
to The Pensions
Regulator?

Please give your reasons

Have you reported
the breach to The
Pensions Regulator?

Please give your reasons

Please send the completed form by email or post to:

Phillippa Cockerill

Monitoring Officer

North Yorkshire Pension Fund
County Hall

Northallerton

North Yorkshire

DL7 8AL

Telephone: 01609 535879
Email: Phillippa.cockerill@northyorks.gov.uk
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l S Local Government
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If you require this information in an alternative language or another format such as
large type, audio cassette or Braille, please contact the Pensions Help & Information
Line on 01609 536335
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North Yorkshire Pension Fund — Privacy Notice

This Privacy Notice is designed to help you understand how and why North Yorkshire Council processes your
personal data in relation to the North Yorkshire Pension Fund. This notice should be read in conjunction with the
Council’s Corporate Privacy Notice.

The North Yorkshire Pension Fund (NYPF) is responsible for the administration of the Local Government Pension

Scheme (LGPS). The service is carried out by North Yorkshire Council (NYC) who is a is a ‘Data Controller’ as
defined by Article 4(7) of the UK General Data Protection Regulation (UK GDPR).

The Council has appointed Veritau to be its Data Protection Officer. Their contact details are:

Information Governance Office

Veritau

West Offices
Station Rise

York

YO1l6GA
infogov@northyorks.gov.uk

01904 552848

The types of data we hold and process will typically include:

Contact details, including name, address, telephone numbers and email address.

Identifying details, including date of birth, National Insurance number and employee and membership
numbers.

Information that is used to calculate and assess eligibility for benefits, including length of service or
membership and salary.

Financial information in relation to your membership of the Fund to enable the calculation or payment
of benefits, for example bank account and tax details.

Information about your family, dependents or personal circumstances, for example, marital status and
information relevant to the distribution and allocation of benefits payable on death.

Information about your health, for example, to assess eligibility for benefits payable on ill health, or
where your health is relevant to a claim for benefits following the death of a member of the Fund.
Information about a criminal conviction if this has resulted in you owing money to your employer or the
Fund and the employer or Fund may be reimbursed from your benefits.

We obtain some of this personal data directly from you. We may also obtain data from your employer (for

example, salary information) and from other sources including public databases.

NYPF collects and processes this data in order to provide you and your beneficiaries with pension benefits. We
will also use this personal data for statistical and financial modelling and reference purposes (for example, when
we assess how much money is needed to provide members' benefits and how that money should be invested),
and to comply with our legal obligations.

OFFICIAL
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We may also process your personal data to assess and, if appropriate, action a request you make to transfer
your benefits out of the Fund.

From time to time we will share your personal data with third parties, including our contractors, advisors,
dispute resolution and law enforcement agencies and insurers in order to comply with our obligations under
law, and in connection with the provision of services that help us carry out our duties, rights and discretions in
relation to the Fund.

We are also required in certain circumstances to share your information with government organisations such as
Her Majesty’s Revenue and Customs (HMRC) and the Department for Work and Pensions (DWP) so that they

can monitor our performance and ensure that public funds are safeguarded.

We will share your data with any persons in connection with any transfer of employment under TUPE (Transfer
of Undertakings (Protection of Employment) regulations) that results in a transfer to another pension scheme.
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In order to comply with statutory and contractual obligations, the NYPF may share or disclose your information
with any of the following recipients as may be necessary to administer the scheme:

Aon To calculate the value of the scheme’s assets and liabilities, to set
employer contribution rates, to calculate specific benefits or to advise on
" )

Scheme actuary* and benefits consultant scheme administration functions
Aon’s Privacy Notice (*An adviser on financial questions involving probabilities relating to
mortality and other contingencies)

Heywood Pension Technologies To pregress-process thereguirementsef-the McCloud remedy and meet

the specifications-requirements of the Pensions Dashboard
Pension administration system provider

Ward Hadaway To prepare legal documentation in relation to new and existing employers

Scheme legal advisers

Prudential To facilitate the creation and maintenance of individual member’s

Additional Voluntary Contributions (AVC) accounts
Scheme AVC provider*

(*The NYPF is required by law to have an AVC provider. The NYPF
partners with Prudential to provide AVC options to its members. Through
that arrangement, Prudential hold and process your data in order to
administer your AVC account.)

Citibank To transmit payments to scheme members with non-UK bank accounts

Overseas payments provider

Local Government Association To enable the NYPF to identify if its members have benefits in other LGPS

schemes to ensure that appropriate benefits are paid
LGPS National Insurance database

Department for Work and Pensions To enable the NYPF to be notified of the death of a scheme member

DWP Tell Us Once service

Accurate Data Services To enable the NYPF to be notified of the death of a-scheme members
Life existence checks To enable the NYPF to pay pension benefits to a-scheme members

Address tracing

Veritau Ltd and Mazars To enable the audit of processes, calculation of benefits and scheme

governance arrangements
Scheme auditors

Government Actuary’s Department To facilitate the calculation of the triennial assessment of the cost of the

LGPS on a national basis as per the Public Service Pensions Act 2013
National LGPS cost

Other LGPS administering authorities To determine pension benefit entitlements

Scheme managers of other LGPS funds

We obtain some of this personal data directly from you. -We may also obtain data from your employer (for
example, salary information) and from other sources including public databases.
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Personal data will be retained for the greater of:

e such period as the member (or any beneficiary who receives benefits after the member’s
death) are entitled to benefits from the Fund and for a period of 15 years after those benefits stop
being paid; or

e 100 years from the member’s date of birth_or;

e 100 years from the date of birth of any beneficiary who received benefits from the Fund after the
member’s death.

During any period when we retain personal data, we will keep that personal data up to date and take all
reasonable steps to ensure that inaccurate data is either erased or rectified without delay. We will periodically
review the personal data that we retain and consider whether it is still required; any personal data that we no
longer require will be destroyed.

The legal basis for our use of your personal data will generally be one or more of the following:

1. UK GDPR Article 6(1)(a) The individual has given clear consent for you to process their personal data for
a specific purpose. This applies to the pension portal only

2. UK GDPR Article 6(1)(b) The processing of your personal information is necessary for the performance of
a contract to which you are party (employment contract). We need to process your personal data to
meet our contractual obligations to you in relation to the Fund (for example, under an agreement that
you will pay additional voluntary contributions to the Fund), or to take steps, at your request, before
entering into a contract.

3. UK GDPR Article 6(1)(c) We need to process your personal data to satisfy our legal obligations as the
Administering Authority of the Fund;

4. UK GDPR Article 6(1)(e) We need to process your personal data to carry out a task in the public interest
or in the exercise of official authority in our capacity as a public body;

5. UK GDPR Article 6(1)(f) We need to process your personal data for the legitimate interests of
administering and managing the Fund and liabilities under it, calculating, securing and paying benefits
and performing our obligations and exercising any rights, duties and discretions the Administering
Authority has in relation to the Fund;

6. UK GDPR Article 9(2)(b) The processing of your special category data is necessary for the carrying out of
obligations and exercising specific rights of the data controller or of the data subject in the field of
employment.

For more information about how the Council uses your data, including your privacy rights and the complaints
process, please see our Corporate Privacy Notice.
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Local Government Pension Scheme

Memorandum of Understanding Regarding Compliance with Data Protection Law

Introduction

Data Controllers

Data Sharing

Transfer of Members’ Personal Data

Rights of Members

Data Security Breaches and Reporting Procedures
Responsibilities of Scheme Employers

Compliance with the Memorandum of Understanding

Review and Amendment of the Memorandum of Understanding
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1.1

1.2

1.3

1.4

15

1.6

The Local Government Pension Scheme (“LGPS”) in England and Wales is an occupational pension scheme
registered under section 153 of the Finance Act 2004 and its rules are currently set out in The Local
Government Pension Scheme Regulations 2013 (SI 2013/2356) as amended (“LGPS Regulations”).

The LGPS is administered locally by administering authorities who are defined in Regulation 2 of the LGPS
Regulations and listed in Part 1 of Schedule 3 of the LGPS Regulations.

North Yorkshire Council (NYC) is an administering authority under the LGPS Regulations. NYC manages
and administers the North Yorkshire Pension Fund (the NYPF) within the LGPS in accordance with its
statutory duty under Regulation 53 of the LGPS Regulations. Employers with employees who are eligible
to be members of the LGPS will participate in the NYPF as a “Scheme employer” (as defined in schedule 1
of the LGPS Regulations).

NYC and the Scheme employer (together the “Parties”) are required to share personal data relating to the
Scheme employer’s current and former employees who participate in the NYPF (the “members”) and
their dependants, beneficiaries and/or potential beneficiaries. This is in order for NYC to fulfil its statutory
duties to manage and administer the NYPF under Regulation 53 of the LGPS Regulations and provide the
members with benefits upon retirement, pay ill-health benefits, pay death grants, pay survivors’ pensions
to members’ spouses, civil partners and co-habiting partners, pay children’s pensions upon the death of
the member and offer members the option of paying additional voluntary contributions to one or more
providers in accordance with Regulations 1 — 52 of the LGPS Regulations.

Scheme employers are under a statutory obligation, as detailed in Regulation 80 of the LGPS Regulations,
to provide certain personal data relating to its members on an annual basis to NYC, including the
member’s name, gender, date of birth, National Insurance number, pensionable pay, employer and
employee pension contributions, details of any additional pension contributions and additional voluntary
contributions.

This Memorandum of Understanding sets out:
(a) the basis on which personal data will be shared between the Parties; and
(b) NYC’s expectations of the Scheme employer during its participation in the NYPF;

in order to comply with Data Protection Law, including the General Data Protection Regulation (2016/679)
(“GDPR”) as amended and incorporated into UK law under the UK European Union (Withdrawal) Act
2018. For the avoidance of doubt, the commitments set out in this Memorandum of Understanding only
apply in respect of personal data shared between the Parties.

References to “Data Protection Law” in this Memorandum of Understanding mean the UK Data
Protection Act 2018, the Electronic Communications Data Protection Directive (2002/58/EC) and the
Privacy and Electronic Communications (EC Directive) Regulations 2003 (SI 2426/2003) (each as amended
and incorporated into the laws of England & Wales, Scotland and Northern Ireland), the GDPR and all
applicable laws and regulations relating to personal data and privacy which are enacted from time to
time, including (where applicable) the guidance and codes of practice issued by the Information
Commissioner's Office and any other competent authority. —References in this Memorandum of
Understanding to the "GDPR" are to the General Data Protection Regulation (2016/679) as amended and
incorporated into the laws of England & Wales, Scotland and Northern Ireland under the UK European
Union (Withdrawal) Act 2018, but also include a reference to the underlying EU regulation itself if and to
the extent that it is applicable.
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21

2.2

31

3.2

33

34

3.5

The Parties acknowledge that they will:
(a) not hold a pool of joint data;

(b) be separate and independent controllers in relation to the copies of the members’ personal data
they respectively hold and/or otherwise process;

(c) each act as independent controllers in relation to personal data transferred to them;

(d) each be responsible for complying with the requirements in Data Protection Law that are
applicable to them as independent controllers.

References to members’ personal data includes personal data relating to the members’ dependants
(including children) and spouses/civil partners (where applicable), beneficiaries and/or potential
beneficiaries.

The Parties confirm that they understand their respective obligations under Data Protection Law as
controllers and agree to only process personal data relating to the members:

(a) transparently, fairly and lawfully and in accordance with the data protection principles set out in
Data Protection Law;

(b) where there are lawful grounds for doing so; and

(c) in accordance with Data Protection Law and best practice guidance (including the Data Sharing
Code of Practice issued by the Information Commissioner’s Office and updated from time to
time).

Each Party will separately inform the members (as required under Data Protection Law) of the respective
purposes for which they will each process their personal data and provide all required information to
ensure that the members understand how their personal data will be processed in each case by NYC or
the Scheme employer (as applicable). The Scheme employer’s privacy notice to members will inform them
that their personal data will be provided to NYC and a copy of that notice will be provided to NYC on
request.

When sharing personal data, including for any onward transfers of personal data, the Parties shall ensure
that they have a lawful basis for doing so.

To the extent any Seheme—employer—orAdministering-Autherityof the Parties makes any transfer of

personal data outside of the UK or European Economic Area, it shall ensure compliance with Chapter 5 of
the GDPR and the principles set out in the judgment issued by the Court of Justice of the European Union
onJuly 16, 2020 (case C-311/18; "Schrems II").

In the event that a-Scheme—employeror-Administering-Autherityany of the Parties collects, uses or
otherwise processes Special Category Personal Data, or Criminal Convictions Data, it shall comply with all
of the requirements under Data Protection Law, as applicable. This includes ensuring that a condition for
the processing of this data has been satisfied.
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3.6

3.7

3.8

4.1

4.2

Each Party shall ensure that it:
(a) only collects, uses or otherwise processes personal data for a specific and limited purpose;
(b) has measures in place to ensure that personal data remains accurate and up-to-date; and

(c) ensures that all staff who have access to the personal data are properly trained in the handling of
personal data.

Each Party confirms that it understands its respective obligations under Data Protection Law, to ensure
that the members’ personal data of which it is a data controller is kept and used securely at all times and
to take such technical and organisational security measures against unauthorised and unlawful processing
of, accidental or unlawful destruction, loss, alteration, unauthorised disclosure of, or access to the
members' personal data transmitted, stored or otherwise processed as may be required. Such measures
will have due regard to the state of technological development and the cost of implementation of these
measures, to ensure a level of security appropriate to the harm that might result from such processing
and the nature, scope, context and purposes of processing the members' personal data and the risk or
likelihood and severity for the rights and freedoms of data subjects. Such measures will ensure:

(a) the ongoing confidentiality, integrity, availability and resilience of processing the members' personal
data;

(b) the ability to restore the availability and access to the members' personal data in a timely manner in
the event of a physical or technical incident

(c) carrying out of regular testing, assessing and evaluating the effectiveness of technical and
organisational measures for ensuring the security of the processing.

Each Party undertakes to notify the other as soon as practicable if an error is discovered in the ‘members'
personal data of which it is a controller and which was received from or a copy of which has been
provided to the other Party, to ensure that such other Party is then able to correct its own records. This
will happen whether the error is discovered through existing data quality initiatives or is flagged up
through some other route (such as the existence of errors being directly notified to the Administering
Authority or Scheme employer (as appropriate) by the member (or the member's dependants,
spouse/civil partner) themselves).

The Parties agree that members’ personal data will only be transferred from one Party to the other via an
acceptable method specified by NYC which may include any of the following:

(a) secure email
(b)  SFTPlink
(c) access secure website

Each Party will, when transferring the members’ personal data of which it is the controller to the other
Party, ensure that that data is secure during transit (whether physical or electronic).
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If either NYC—or—theScheme—employerof the Parties appoints professional advisers, third party
administrators or another entity which provides other services involving the transfer of members’
personal data, those third parties will be processors or controllers in their own right. N¥C-erthe-Scheme
employerThe Parties (as applicable) will comply with #s-their own obligations in accordance with Data
Protection Law (in particular, by requiring any such entity to which it transfers members’ personal data to
also comply with Data Protection Law) and shall ensure that nothing in the terms of engagement between
NYCorthe-Scheme—employerthe Parties (as applicable) and such third party would contradict this

Memorandum of Understanding.

Each Party shall, in respect of the personal data of which it is a controller, respond to any requests from
members to have access to or exercise any of their other rights under Data Protection Law in relation to
any of their personal data or a complaint or enquiry relating to that Party’s processing of the members’
personal data received by that Party in line with its own obligations under the Data Protection Law. Such
requests, complaints or enquiries should be directed to pensions@northyorks.gov.uk

Each Party agrees to provide reasonable assistance to the other as is necessary to enable the other Party
to comply with any such requests in respect of members’ personal data of which that Party is a controller
and to respond to any other queries or complaints from members.

Each Party confirms that it understands its respective obligations under Data Protection Law in the event
of any personal data breach, unauthorised or unlawful processing of, loss or destruction of or damage to
any of the members’ personal data, including (where necessary) an obligation to notify the Information
Commissioner’s Office and/or the member(s).

Notwithstanding the statutory obligations which apply to Scheme employers under the LGPS Regulations
and as a controller under Data Protection Law, NYC, as aAdministering Autherity-authority for the Fund,
expects participating Scheme employers to comply with the responsibilities set out below in relation to
members’ personal data.

On request, the Scheme employer will inform the Pensions Employer Relationship Manager at NYC of any
qualified person appointed to fulfil the role of data protection officer (“DPO”) together with their contact
details. -If the Scheme employer has not appointed a DPO, they will, on request, inform the Pensions
Employer Relationship Manager at NYC of the details of a nominated person for GDPR compliance
purposes.

The Scheme employer will demonstrate to NYC's satisfaction, when dealing with ill health early
retirement applications for current employees, that explicit member consent has been received which
gives consent to processing by both the Scheme employer and NYC. In the absence of such consent, NYC
may not be able to process the member’s application.
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The Scheme employer acknowledges the financial penalties that can be imposed by the Information
Commissioner’s Office in relation to breaches of Data Protection Law and will inform NYC immediately it
becomes aware it may be liable to pay such a financial penalty. The Scheme employer further
acknowledges that any-Hability-it may have to pay a financial penalty to the Information Commissioner’s
Office which may result in a revision of the rates and adjustments certificate in accordance with
Regulation 62(7) of the LGPS Regulations.

Failure by the Scheme employer to comply with the terms set out in this Memorandum of Understanding
may result in NYC reporting the Scheme employer’s non-compliance to the Information Commissioner’s
Office.

NYC will review the Memorandum of Understanding from time to time. NYC also reserves the right to
amend the Memorandum of Understanding at any time and with immediate effect and will provide
written notice to the Scheme employers of such amendment.
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Introduction
North Yorkshire Council (NYC) as the administering authority for the North Yorkshire Pension Fund (NYPF) recognises that
effective finanecialadministration—and-decision—making-governance can only be achieved where those involved have the

relevant skills, knowledge and experience.

The 2004 Pensions Act requires that trustees of occupational pension schemes should be trained and have knowledge and
understanding of the law relating to pensions and the role of trustees, the principles of scheme funding and investment, and
the management and administration of pension scheme benefits. Members of the Pension Fund Committee (PFC) are not
legally trustees and are not bound by this law, however they should aim to reach a similar standard.

The {PFC} has adopted the recommendations of the Chartered Institute of Public Finance and Accountancy (CIPFA) Code of
Practice on Public Sector Pensions Finance Knowledge and Skills and the CIPFA Knowledge and Skills Framework for Elected

Members and Non Executives in the Public Sector-as-the-basis-efits-trainingpolicyand-programme.

As set out in the Pensions Regulator’s (tPR) General Code of Practice the requirements for knowledge and understanding
within public service pension schemes falls on Pension Board members. However, NYPF recognises that collectively the PFC,
Pension Board and officers are responsible for effective governance of the Fund. Therefore it is important that all parties
have the same level of competence.

Application of the Policy
This policy applies equally to the PFC, Pension Board and officers so they can demonstrate that, as a group, they possess the
skills, knowledge, and experience to run the scheme effectively.

It is expected that individuals are aware that their responsibilities and duties begin from the date they take up their post.
They should invest enough time in their learning and development, alongside their other responsibilities and duties, to
ensure they are able to meet tPR’s expectations and the CIPFA requirements.

tPR General Expectations
In tPR’s General Code of Practice, anyone who has a requirement for knowledge and understanding should have a working
knowledge of the items listed below.

e Pension law and associated legislation

e The scheme

e Scheme funding and investments

e Risk management

e Scheme administration and service providers
e Scheme communications

Further detailed information can be found on tPR’s website at:
https://www.thepensionsregulator.gov.uk/en/document-library/code-of-practice/the-governing-body/knowledge-and-
understanding-requirements

In addition tPR expects that those responsible for the governance of the Fund should:

e have a balance of skills and experience and be able to demonstrate this

o beable to apply their knowledge to governing the scheme

e have enough skills to judge and question advice or services provided by a third party

e  be able to identify and address skills gaps

e have enough understanding of industry good practice and standards to assess scheme performance and its service
providers

o keep individual learning records

e be able to demonstrate steps that have been taken to comply with the law

e have and maintain training and development plans to ensure that individual and collective knowledge and
understanding is kept relevant and up to date

3
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TFraining-tPR’s Knowledge and Skills Requirements

To ensure knowledge and understanding is established and maintained, those responsible for governance of the Fund
should:

e Dbe able to demonstrate the basic level of knowledge and understanding needed to run the scheme within six
months of their appointment or taking on new responsibilities

e start on a programme of learning immediately on appointment, if not before, in conjunction with a scheme-specific
induction programme

e undertake advanced scheme-specific learning once a good understanding of the scheme has been obtained

e consider how tPR’s expectations of knowledge and understanding are being met

e review their own knowledge and understanding and identify any gaps at least annually, particularly in relation to
changes in legislation or the scheme

e keep records of any review of knowledge and understanding and steps taken to address any gaps

e keep records of any alternative or further learning activity (for example, reading, attending conferences, sessions
with the scheme advisers)

To help meet the above requirements, the foIIowmg resources are avallable in order to \ln—erder—te—teleﬂmﬁy— dentify and meet
training needs—a

Members-agreeto:

Complete-the-PensionsRegulater’stPR’s online public service toolkit at
https//trusteatoolkit-thepensionsregulatorgovuk/https://www.thepensionsregulator.gov.uk/en/public-service-
pension-schemes/understanding-your-role/knowledge-and-understanding-duty-on-board-
members#:~:text=Public%20Service%20toolkit%200online%20learning,use%20the%20Public%20Service%20toolkit.
o Completealleftthe Hymans LGPRS-Local Government Pension Scheme (LGPS) Online Learning Academy modules-

. At—‘eeﬂd—a—basﬂ:—tpmmng—eeuﬁe—éthe EGA-Local Government Association (LGA) Fundamentals training courseer

e Undertake-anannual-self-assessment-of-tthe CIPFA knowledge and skills framework for Elected Members and Non

Executives in the Public Sector self-assessment-

Officers with responsibility for managing the LGPS are expected to have a detailed understanding of the CIPFA Knowledge
and Skills Framework requirements for LGPS Practitioners, taking account of the requirements of their roles.

Officers will engage with the Individual Performance Management (IPM) process to identify any knowledge gaps and address
training requirements.
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Training Delivery
Training will be delivered using a variety of methods including but not limited to:

e Bespoke sessions, delivered internally by the Fund’s actuary, Fund Investment Managers, Investment Consultants
and officers

e Attendance at external conferences and seminars

e Regular updates provided at PFc-meetings by officers and advisers

e Online material such as the Pension Regulator’s public service tFoolkit and other onlinee- learning, webinars and
publications

e New PFC Members will be assigned an established PFC Member during the first 12 months of term to act as a
‘buddy’ where practical to do so-

Relevant training events will be emailed to PFE-Membersall parties as and when they become available. After attendance at a
training event the attendee is expected to provide feedback at the next PFC-relevant meeting.- Officers will maintain a log of
all events attended for compliance with reporting and monitoring requirements.

Review
This policy is reviewed and updated annually including the creation of a training plan as required.

Costs
All training costs will be met by the Pension Fund.
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Introduction

This Policy sets out how the North Yorkshire Pension Fund (NYPF, or ‘the Fund’) will manage its
cashflow requirements. As Pension Funds mature, the monitoring of the inflows and outflows of the
Fund takes on increasing importance. This is because over time benefits payable are expected to
overtake the contributions received from employers, putting the Fund into cashflow negative
territory. NYPF is now approaching this position. A contributing factor has been the significant
improvement in the funding level over recent years, such that employer deficit contributions
received are no longer material. In addition, as part of its de-risking strategy, the Fund is building up
investments in alternative asset classes. As they require regular capital commitments over a long-
term investment period, this will increase outflows of cash.

The Policy will be kept under review by the Fund regarding applicable legislation and guidance. The
Pension Fund Committee (PFC) will be asked to formally review and approve the Policy on an annual
basis.

Management of Pension Fund cash

The Fund holds working cash balances to manage its cashflow requirements on a day-to-day basis.
This cash balance is managed by the Administering Authority, North Yorkshire Council (NYC), within a
separate bank account, in line with ‘The Local Government Pension Scheme (Management and
Investment of Funds) Regulations 2016’. This cash balance is kept to a minimum, with any balances
not immediately required being invested in an overnight deposit facility. Cash investments are made
in accordance with NYC’'s Treasury Management Policy and are placed with an approved list of
counterparties. All counterparties are approved at Full Council.

The Fund does not have an allocation to cash investments in its long-term investment strategy.
However, it recognises that in the short term it can be beneficial to hold cash investments for the
security of capital values, to aid implementation of the long-term strategy and for liquidity purposes.
Any cash investments will be placed with NYC in the same way as the working cash balance, or with
the Fund’s custodian Northern Trust.

Cashflow management and disinvestment policy

Cashflow of the Fund is monitored regularly by officers. Each-year—ermerefrequently-asreguired;
aA detailed cashflow projection is maintainedpreduced-te which shows the value and timing of cash
requirements over the coming years. This projection reflects the main cash inflows and outflows,
including benefits payable and contribution income, the costs of running the Fund and any
investment income and known capital calls to fund investment commitments.

The policy of the Fund will be to enhance income generation and keep disinvestments to a minimum.
The following areas will therefore be of focus going forward:

. Maximisation of income generation within the Fund’s current investments, where appropriate
. Review of opportunities for new income generating assets as part of the implementation of
the current long term investment strategy
o Reviewing income generation requirements as part of future investment strategy reviews
OFFICIAL
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Where cashflow monitoring determines that after all available investment income is received,
disinvestments are still required to meet cashflow requirements, a plan will be produced to
determine where funds will be disinvested and the appropriate timing of the disinvestment. This
disinvestment plan will be managed by the Treasurer and reviewed by the PFC. Disinvestments will
be based on the most advantageous option available under current circumstances and will take the
following into consideration:

. Liquidity and yield

. Any transaction costs on disinvestment
. Security of capital value
. Alignment to long term investment strategy

Whilst a disinvestment plan will cover all known cash requirements, there will inevitably be
circumstances where additional cash is required unexpectedly. The Fund will ensure that there is a
level of liquidity within its portfolio so that that cash can be sourced in a timely manner through
disinvestment if required. If in the unlikely circumstances immediate liquidity was an issue, under
the 2016 Regulations the authority may borrow by way of a temporary loan or overdraft facility,
which is liable to be repaid out of the Fund, for the purposes of paying benefit obligations due under
the Scheme or for rebalancing purposes. This must be repaid by the Fund within 90 days. This facility
would only be used once all other options have been exhausted and with prior approval from the
Treasurer.

Cashflow Reporting

The cashflow of the Fund is reported to the PFC as required, usually on a quarterly basis. This
includes information on cash movements for rebalancing purposes that have taken place in the
previous quarter, and a three-year cashflow projection.
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This document describes the North Yorkshire Pension Fund’s policy on Responsible
Investment (RI). Rl is an approach to managing assets that takes environmental, social and
governance (ESG) factors into account in the investment decision making process and in the
role an investor plays as an asset owner.

The aim of Rl is to combine better risk management with improved sustainable long-term
portfolio returns. Financial and ESG analysis together can allow broader risk identification,
leading to improved decision making, which can enhance performance and risk-adjusted
returns.

Investment stewardship includes active ownership, using voting rights, engaging with investee
companies, influencing regulators and policy makers, and collaborating with other investors
to improve long-term performance.

The Policy will be kept under review with regard to applicable legislation and guidance. The
Pension Fund Committee formally reviews and approves the Policy on an annual basis.

Underpinning this Policy and the investment strategy are a number of responsible investment
beliefs that were agreed by the Committee. These beliefs were last reviewed in 2021 and will
be revisited as part of the next investment strategy review, and are listed in the appendix.

The primary objective of the Fund is to provide pension benefits for members upon retirement
and/or benefits on death for their dependents, on a defined benefits basis. Investments will
therefore be selected with the aim of fully funding these benefit requirements over an
extended number of years. The Committee therefore takes the view that its overriding
obligation is to act in the best financial interests of the Scheme and its beneficiaries.

The Committee’s fiduciary duty requires all financially material risks to be taken into account
when making investment decisions. The Fund believes that ESG risks such as climate change
can be financially material, and these risks should therefore be considered when making any
investment decisions.

The Fund believes that there is an opportunity to generate better returns by making decisions
with a long-term investment outlook. ESG factors tend to be long term in nature and can
create both risks and opportunities. Evidence shows that well managed companies tend to
have strong governance, take a more robust approach to addressing ESG issues, and are more
likely to be successful long-term investments.

ESG issues considered include, but are not limited to:

Environmental Social Governance

Climate Change mitigation Human rights Board Independence and
and adaptation Child labour diversity

Resource & energy Supply chain Executive pay

management Human capital Tax transparency
Water stress Employment standards Auditor rotation
Biodiversity Succession planning

Shareholder rights
Political lobbying
Risk management
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All of the Fund’s investments are managed by external investment managers, who take
decisions on which companies to invest in. The Fund requires its managers to integrate
financially material ESG factors into their investment processes. The Fund requires that its
managers develop their approaches in line with improvements in best practice. The Fund
believes that Rl can be applied to all of the asset classes that it invests in.

The process through which the Fund appoints a manager includes an assessment of each
candidate’s approach to RI. The appointees are required to maintain and continually develop
policies on corporate governance, responsible investment and the use of voting rights.

The Fund is one of eleven owners of Border to Coast Pension Partnership Limited (Border to
Coast), which over time will increasingly manage the Fund’s investments. Going forward,
Border to Coast will also appoint underlying external investment managers that the Fund will
invest in. The Fund requires Border to Coast to take Rl into consideration when making these
appointments, and in their ongoing management of the appointees.

The Fund has been an active contributor to the development of the arrangements at Border
to Coast, including its Responsible Investment Policy, Climate Change Policy and Corporate
Governance and Voting Guidelines document, both of which are available at
https://www.bordertocoast.org.uk. One of the roles of Border to Coast is to take lead in the
evolution of the approach to Rl on behalf of the eleven partner funds.

This policy document will be provided to the investment managers, who will be required to
follow its principles and report on how they have taken Rl issues into account.

The Committee and officers will keep up to date on developments and emerging best practice
on Rl issues through training and, where necessary, will take expert advice from consultants
and advisors to fulfil these responsibilities.

The Committee believes that climate change presents a systemic risk to the environment,
society and every economy on the planet, with the potential to impact on every investment
and the Fund’s employers and beneficiaries.

Climate change is a long-term material financial risk that the Committee has a legal duty to
address, which is entirely consistent with the aim of securing sustainable returns in the
interests of all the Fund’s stakeholders.

The Fund requires its investment managers, including Border to Coast to have climate change
risk fully incorporated into investment processes, and engage with investee companies, as
essential components of the transition to a low carbon economy.

The Committee will require its investment managers to regularly report on their exposure to

climate risk and describe how it is being managed. This includes disclosure in line with the
Task force on Climate related Financial Disclosures (TCFD). The Fund will also report in line
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with TCFD reporting requirements for LGPS administering authorities once the ongoing

consultation has concluded and the requirements are known.

During 2022/23 the Fund assessed its investments in relation to several climate change
scenarios as part of a detailed review of the investment strategy.

The Committee believes that it is essential to consider the impact investee companies have
on their customers, society in general, and the environment. However, whilst the Fund
recognises that there is the potential for investment in certain sectors to cause harm, it will
not implement an exclusionary policy against investment in any particular sector or company
purely based on social, ethical or environmental reasons.

As a responsible investor, the Fund will influence companies through engagement rather than
have a policy of divestment. This is considered to be a more effective approach in effecting
change.

The Fund requires its investment managers to regularly assess and monitor the companies
that they invest in and take appropriate action if investment returns are considered to be at
risk. This action will typically be an escalation of engagement activity. In extreme situations
divestment could be appropriate, if it is believed that a company is failing to adequately
address the risks it faces.

The Fund will require the investment managers to report on engagement and stewardship
activity on a regular basis.

The Fund believes that well run companies are more likely to outperform over the long term
and that effective stewardship can lead to better risk-adjusted returns.

The Fund has a responsibility for effective stewardship of the companies that it invests in,
whether directly or indirectly, and will practice active ownership through voting, monitoring
companies, engagement and litigation. This responsibility is taken very seriously. The
approach is described in more detail in the Fund’s Statement of Compliance with the UK
Stewardship  Code,  which is available on the Fund’s  website  at
https://www.nypf.org.uk/nypf/policiesandstrategies.shtml. The Fund has been designated a
Tier 1 signatory, which reflects the highest level of compliance with the Code. However, this
Code has since been replaced. The intention is to become a signatory to the new Code in due
course.

As investments transfer to the Border to Coast over time, the Committee will require both
Border to Coast, and the underlying investment managers appointed by Border to Coast, to
maintain compliance with the UK Stewardship Code, or the international standards applicable
to their geographical location. Border to Coast is also a signatory to the UN Principles of
Responsible Investment.

The Fund also participates in collaborative engagement that has been instigated by its
investment managers including Border to Coast, and, for example, through its membership of
the Local Authority Pension Fund Forum (LAPFF), and with the Cross Pool Group. LAPFF is the
UK’s leading collaborative shareholder engagement group, promoting ESG good practice on
behalf of over 80 LGPS funds.
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Border to Coast’s management of assets on behalf of its partner fund owners provides it with

significant influence when engaging with investee companies. To further bolster their
approach as a responsible investor, Border to Coast has partnered with an engagement and
proxy voting specialist, Robeco. This organisation engages with the senior management of
investee companies and votes at shareholder meetings, holding them to account on
responsible investment issues.

Border to Coast has also partnered with a number of organisations to further expand its
influence. These include LAPFF on a wide range of issues, Climate Action 100+, the
Institutional Investor Group on climate Change (IIGCC), and the 30% Club which promotes
board and senior management diversity.

Voting rights are assets that need managing with the same duty of care as other investment
assets. The effective use of these rights is essential to protect the interests of the Fund, its
employers and its beneficiaries.

It is important that voting is carried out in an informed manner. For this reason, the Fund has
delegated voting rights to its investment managers as it believes that they are best placed to
undertake it. Managers are required to vote the Fund’s shares wherever it is practical to do
so. Voting should be undertaken where it is believed to be in the best interests of the Fund,
and in accordance with this Policy.

Robeco advise Border to Coast on voting. They analyse voting and governance issues,
implement a set of detailed voting guidelines agreed by the eleven partner funds and ensure
vote are cast in accordance with the policy.

Whilst managers are required to adhere to the Fund’s approach to Rl and voting, the Fund
retains the right to direct them in respect of any issue.

Border to Coast has a stock lending programme. Lenders do not generally retain voting rights
on lent stock, however there are procedures to recall stock prior to a shareholder vote if
required. Lending can also be restricted. Reasons include:

e There is a contentious resolution

e The holding size could have a material effect on the voting outcome
e Border to Coast has co-filed a shareholder resolution

e A company is seeking approval for a merger or acquisition

Managers are required to use reasonable endeavours to consider whether, in their opinion,
any issue could become controversial for the Fund or its stakeholders. Where this is the case,
the issue should be referred to the Fund for discussion, and possibly direction. This applies to
engagement as well as voting.

The Fund’s investment managers are required to report quarterly on their voting activities.

Where the Fund holds securities which are subject to individual or class action securities
litigation it will, where appropriate, participate in such litigation.
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10.1  Managers’ policies are to be reviewed by the Fund on a regular basis.
10.2  Managers must provide quarterly reports that include the following information:

e Examples of how RI issues are integrated into the investment processes and the
materiality of such issues in portfolio performance

e Summaries of engagement activity outcomes during the review period

e Details of investments that are considered to have high Rl related risks

e Voting records for the review period

10.3  The Fund will report on responsible investment activities in its Annual Report. This will include
voting and engagement activity.

10.4  Border to Coast manages the majority of the Fund’s investments and publishes regular reports
on its website. They include quarterly Stewardship Reports and Active Ownership Reports,
annual Responsible Investment and Stewardship Reports and Climate Change Reports, and
other reports such as on engagement and on a just transition.

June 20242023
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APPENDIX

RESPONSIBLE INVESTMENT BELIEFS

Current approach
e We will consider the views of our members if they are shared with us and we may seek

members views directly
e We will prepare a responsible investment policy
e We will publish our policy on the website

Financial and non-financial considerations
® We believe that ESG risks (including climate change) can be financially material
e Our fiduciary duty requires us to take all financially material risks into account, including ESG
risks
e We believe that there is an opportunity to generate better expected returns by making
decisions with a longer term outlook

Implementation
e We believe that our investment managers should integrate financially material ESG factors
into their investment process
o We will keep abreast of developments and emerging best practice on responsible
investment issues and will ask our investment consultant for support on those relevant to us
e We believe that responsible investment can be applied to all of the asset classes that we
invest in

Environmental
e We believe that the scheme is exposed to the risks posed by climate change and it will
impact on our investments over its time horizon
o We will ask our fund managers to, where relevant, provide information about their exposure
to climate risks and we will continue to monitor this on an ongoing basis

Social
e We believe it is important to consider the impact that the companies that we own have on
their customers, society or the environment
e Whilst there are some sectors that we believe can cause harm, on balance we will not
implement an exclusionary policy

Governance
® We believe that poorly governed companies are more likely to underperform and that good
stewardship can lead to better risk adjusted returns
e We believe that it is important to engage with the companies and assets that we invest in
e We will request more information from our fund managers about their voting and
engagement and stewardship activity and we will continue to monitor this on an ongoing
basis
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North Yorkshire Pension Fund

Climate Change Statement

When considering any issue regarding the Pension Fund it is important to recognise that the Pension
Fund Committee members act as quasi-trustees and have a fiduciary responsibility to both
employers and members, to seek an appropriate financial return for the level of risk that is taken.
Purely personal interests, social, moral or political views should not be taken into account.

The Fund recognises that climate change is a significant financial risk and is challenging itself on how
this is reflected in the investment strategy. The policy and approach in this area is constantly
evolving. Any decisions on the investment of the Fund includes an assessment of the risks faced,
including the issue of climate change, and which asset classes, sectors and companies to invest in.

The Fund’s Investment Strategy Statement and Responsible Investment Policy cover the extent to
which environmental, social and governance considerations including climate change are taken into
account in the selection, retention and realisation of investments. These documents are available on
the Fund’s website https://www.nypf.org.uk/nypf/policiesandstrategies.shtml.

The Fund does not have a policy of divesting from companies and considers active engagement with
companies a more productive approach to effecting change. Once the Fund divests, its ability to
influence both the short term and long-term direction of individual companies is severely curtailed.
If the Fund divested from the oil and gas or other sectors with heavy carbon footprints, then it would
not reduce emissions (or climate change) but rather simply shift the emissions onto another investor
who may be less engaged and therefore reduce the pressure on such companies to change.

The Fund works in collaboration with other pension funds on climate change issues through
organisations such as the Local Authority Pension Fund Forum (LAPFF) and with its investment
pooling partner Border to Coast, who is a member of Climate Action 100+. This approach ensures
that the collective influence of investors has a bigger impact through engagement.

Border to Coast has a Responsible Investment Policy, Climate Change Policy and Corporate
Governance and Voting Guidelines document, published on its website
https://www.bordertocoast.org.uk which describe the collective approach to addressing climate
related issues. This includes assessing investments in relation to climate risk, incorporating climate
considerations into the investment decision making process and engagement with companies in line
with the Financial Stability Board’s Task Force on Climate Related Financial Disclosures (TCFD).

The Fund has a range of renewable energy investments in the UK and abroad, such as wind farms
and solar power farms, geothermal energy plants and energy from waste facilities. This is a growing
area of investment activity, in particular in the infrastructure investment programme where the
allocation is 10%. In addition, the Fund has made a substantial investment in Border to Coast’s
Climate Opportunities fund which aims to have a positive impact on climate change and supporting
long-term net zero carbon emissions goals.

The Fund also has investments in property funds where ESG metrics are regularly monitored with a
view to improving their credentials. This includes using renewable energy sources and generating
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energy on site, for example through solar panels, to drive down the carbon footprint of these
buildings.

The Pension Fund Committee considers the implications of climate change at every meeting. They
approved a set of responsible investment beliefs which included beliefs specific to risks associated
with climate change.

In summary, the Fund recognises that climate change is a significant financial risk and is persistently
challenging itself on how this is considered, and at the same ensuring the Pension Fund Committee
can meet its fiduciary duty and responsibility to individual employers and members. Opportunities to
increase investments in the renewable energy sectors, within the infrastructure allocation of the
Fund, are being pursued. This is an ongoing process as the climate change agenda moves forward.
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