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Challenging times...
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Made on 25 April 2013
Applies to public sector pension schemes
Key elements
New public sector pension schemes
Key design elements
Cost sharing mechanism to cap employer costs

Independent oversight role of the appropriateness of valuations and employer
contribution rates

"Scheme Managers" and "Pension Boards"
Extending the Pensions Regulator’s (“tPR") role
Scheme Advisory Board (national)
Timescales
In accordance with HMT Directions and scheme specific regulations
Generally by 1 April 2015
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Public Service Pensions Act

Section 1
Section 2
Section 3
Section 4
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Scheme Manager and Pensions Board
The National Advisory Board

The Pensions Regulator

Summary of Timescales
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Current governance structures

Just some of a range of current permutations

Administering Administering Administering
Authority Authority Authority
: (2) Pension

Administering Administering
Authority Authority
(4) Pension (5) Corporate
Committee Committee

(3) Pension
Committee

Pension Advisory Sub-Committee(s) Consultative Panel
Panel
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Scheme Manager

=  “Scheme regulations ...must provide for a person to be responsible for managing or
administering ...called the scheme manager”

Scheme Manager = Administering Authority

= Cambridgeshire County Council

Delegated Management (Decision Making)

Existing Pension Board
(Committee)

Investment Sub-Committee

Source — Public Service Pensions Act 2013

Section 151 Officer
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“Scheme regulations... must provide for the establishment of a board... for assisting
the scheme manager... in... the following matters.
...securing compliance with... regulations relating to the governance and
administration...
and with requirements... by the Pension Regulator
...such other matters... regulations may specify
Must not have a conflict of interest
Must have employer representatives and member representatives in equal numbers
Must be conversant with the rules of the scheme and any document recording policy
about the administration of the scheme.

Must have knowledge and understanding of the law relating to pensions and such
other matters as may be prescribed.”

Source — Public Service Pensions Act 2013
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What it means for you — DCLG most likely option

Scheme Manager = Administering Authority
= Cambridgeshire County Council

Delegated Management (Decision Making) Securing Compliance
New Pension Board

Existing Pension Board et Employer - S
Committee ember __ ndependen
( ) rep(s) —  rep(s) + advisers?

Investment Sub-Committee

Key:
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What it means for you — DCLG option 2 (less likely)

Administering Authority = Scheme Manager
Cambridgeshire County Council

Securing Compliance + Delegated Management (Decision Making)

“Combined” Pension =~ Member __ Employer Would require
Board rep(s) = rep(s) rebalancing

Investment Sub-Committee
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Or possibly

Scheme Manager =
Administering Authority

Scheme Manager =
Administering Authority

= Northamptonshire County
Council

Delegated Management (Decision
Making)

Existing Pension Board
(Committee)

= Cambridgeshire County
Council

Securing Compliance
Delegated Management (Decision

Making)

New (Joint)

Pension Board
Existing Pension Board

(Committee)

Investment Sub-
Committee

Investment Sub-
Commiittee

Key:
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Pension Board - areas for consideration

National Prescription* Local Flexibility*

Separate Board \

Reporting process \ ?
Minimum m_xmber of N

representatives

Separate individuals \

Responsibilities of the Board v - specific exemptions \
Status of representatives \
Appointment process ? \
Minimum no. of meetings

Use of substitutes \

*Personal views — subject to consultation/regulations
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Compliance reporting?

XYZ Pension Fund compliance report as at 30 September 2015

Requirement / Detail Frequency Last Review / Completed Fully compliant Notes
Objective Delivery Date (if relevant)

TPR - Internal Set Objectives Triennial 31/3/2013
Controls
Provide regular 6-monthly 31/3/2015
updates against . ‘
agreed objectives
Identify and review 6-monthly 31/3/2015 N/A
risk and controls in ‘
place
Implement new 6-monthly 31/3/2015 . Monitoring of employers
controls as required being developed
Draft a business plan Annual 31/12/2014 ' N/A
Finalise business plan Annual 31/3/2015 . N/A
Provide regular Quarterly 30/6/2015 ‘ Two items behind agreed
updates to business timescale
plan
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Public Service Pensions Act

Section 1
Section 2
Section 3
Section 4
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Scheme Advisory Board (national)

= The Board provides: l.e. DCLG

r I
« advice to the responsible authority, at the authority’s request, on the
desirability of changes to the scheme.

 advice (on request or otherwise) to the scheme managers or the scheme’s
pension boards in relation to the effective and efficient administration and
management

<~ Representatives from:

= Employers

= Administering authorities
= Scheme members

» Professional bodies

= CLG

Shadow LGPS Advisory Board

¥

Governance & Cost Management & Administration & Investment & Value for Mone
Standards Contributions Communication Engagement y

onsultmg | Retiremen t




Public Service Pensions Act

Section 1
Section 2
Section 3
Section 4
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The Pensions Regulator
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The Pensions Regulator...

Educate, Enable
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The Pension Regulator’'s extended role

Legislative powers Code of Practice to be issued (minimum)
= Examples of areas covered: = Reporting breaches and late payment of employer contributions
- Pension Board conflicts = Knowledge and understanding — Pension Boards
- Pension Board representation = Internal controls
- Pension Board knowledge = Disclosure of information
- Record keeping = Failure by employers to pay employee contributions
- Internal controls = Internal dispute resolution
= Improvement notices = Conflicts of interest and representation
= Appointment of a skilled person = Publication of information
= Information about benefits
= Record keeping
Draft received 10 December 2013 — likely LGPS ‘side guidance’

Code Initial Challenge Ongoing Challenge
Knowledge and
understanding I I

Conflicts of interest

Records I

Internal controls

Less challenging I - More challenging
Consulting | Retirement <
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The Regulator’'s Toolkit

trusteetoolkit.thepensionsregulator.goy.uk/arena/_scorm_catcher/scorm_catcher.cfm?learn - Windows Internekt Explorer = |EI|_

The 4 major asset classes - Managing the money

Decision point: Asset classes

Edmund explains that there are four main ways in which the scheme's assets can be invested. Each is known as an asset

class. Which asset class matches which investment activities?
Select an answer for each category and then select Confirm.

Buying a share in commercial premises | property I
Lending maney to companies or to the government @J
Depositing money in the bank | cash |*)
Buying shares in companies on a stock exchange @J

Exit Help ' Glossary ' Settings ' Resources

Tutorials

trusteetoolkit.thepensionsregulator.gov.uk/arena/_scorm_catcher/scorm_catcher.cfm?learn - Windows Internet Explorer

The 4 major asset classes - Managing the money
. i
A surprise on the agenda -
Tutorials

You have just been emailed the agenda for the next meeting.

Select the laptop, the PDA and the telephone for more information.

Two iterns on the agenda catch your eye @

immediately. Case

, e : examples
* First, there is the introduction of a new ENT.

Why is that?
* Then there is a discussion of the recent
investment review.

Check your
scheme

Ll Consulting | Retirement
L] 8 April 2014
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Public Service Pensions Act

Section 1
Section 2
Section 3
Section 4
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Governance changes timescales

National
11114 1/4114 T 1/4/15
1 1 interaction Final TPR
Code (October) Roll out
LGPS Draft A knowledge
Governance toolkit
Regs? LGPS Final A

Consult on TPR
Codes

! |
! |
l |
I |
| 4 |
| |
| |
| |
| |

|
|
Governance |
Regs
(Sept)? I
| Reporting on TPR
| codes
|

A

—
3
Py
Q
o
o

]

.
| { N

AN

'\_

N

>

Initial planning/ Review governance Training for
educating / structures/ appointments Board/ develop , Board commences
governance reviews templates / compliance
checks

|
|
|
|
|
|
|
|
|
|
|
|
|
|
\j

‘—————————————
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Any questions?

20
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Copyright © 2014 Aon Hewitt Limited. All rights reserved.
Aon Hewitt Limited, 8 Devonshire Square London EC2M 4PL
Registered in England & Wales No. 4396810

To protect the confidential and proprietary information included in this material, it may not be
disclosed or provided to any third parties without the prior written consent of Aon Hewitt Limited.

Aon Hewitt Limited does not accept or assume any responsibility for any consequences arising
from any person, other than the intended recipient, using or relying on this material.

Authorised and regulated by the Financial Conduct Authority.
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