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1. Summary
1.1 Best practice within LGPS funds is to annually set objectives for the fund, the

3.2

agreeing of the resources necessary to attain those objectives and a definition
or measurement mechanism for success.

Issues for consideration

Committee are required to set objectives for the 2018-19 financial year for the
fund, agree the resources required to meet the objectives and agree criteria by
which attainment of the objectives can be measured. To this end committee
are asked to:

e Agree a fund budget for the 2018-19 financial year.

e Review the absolute return target for the investment return of the fund.

e Consider defining criteria for measuring the success in meeting the
committee’s objectives for the year.

e Consider the resources committee requires to meet their objectives for
the year.

Background

As part of it paper “Investment Decision Making and Disclosure in the Local
Government Pension Scheme — A Guide to the Application of the Myners
Principles” CIPFA indicated 92 key themes that LGPS funds should consider
spread across 6 principles.

A number of these themes are around the setting of objectives, both for the
fund as a whole and for the activity of the Pensions Committee. In setting
objectives the Committee need to consider the necessary resources needed
to reasonably meet those objectives and define how success is to be
measured.
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4.2

4.3

4.4

Fund Objectives

The funds overall objectives are stated in the Funding Strategy Statement and
are:

e Set levels of employer contribution that will build up a fund of assets
that will be sufficient to meet all future benefit payments from the Fund.

e Build up the required assets in such a way that employer contribution
rates are kept as low and stable as possible.

How each of these aims is to be achieved in broad terms is explained in the
Funding Strategy Statement.

The delivery of constant employer rates and management of liabilities is
undertaken in collaboration with the Fund’s actuary and centres around the tri-
annual valuation process.

In order to ensure that sufficient resources are available to meet all liabilities
as they fall due over the next 12 months, and the costs associated with this
aim and the running of the fund in general are managed, a draft budget has
been produced for the 2018-19 financial year and is attached as appendix A.
Committee is asked to review the draft budget and approve its adoption
subject to any amendments they agree on.

The maximisation of investment return within reasonable risk is achieved
through the management of the investment fund, principally through the
creation of the Investment Strategy Statement. To measure the performance
of the fund we have a fund specific benchmark that we aim to outperform.
Performance of the fund relative to this benchmark is monitored and disclosed
quarterly to the committee in the standard performance report, it is proposed
that this continues. CIPFA’s key themes also state that it is good practice for
the fund to set an absolute return target for the fund. Since the discount rate
utilised by the actuary is in effect the investment return needed by the fund to
achieve the objective of full funding within the deficit recovery period it would
be sensible to set an absolute return target consistent with the discount rate.
The discount rate used in the 2016 valuation results is 5.4% pa. The current
adopted target is 5.4%.



5.2

5.3

7.1

Note

Committee Objectives

The committee’s objectives for the forthcoming year are highlighted within the
Committee business plan and forward work plan. As part of the business plan
update (item 10) committee will reaffirm the objectives set within the business
plan.

Committee are asked to consider how it will assess its performance in meeting
the objectives of the business plan. This may involve setting criteria against
which success can be measured.

Committee are asked to consider the resources that they as a committee
require to meet the needs of the business plan and work plan. This
assessment should include consideration of training needs, facilitation time
and whether sufficient formal meeting time is available within the work plan to
deliver the objectives.

Consultations undertaken

None
Financial Implications

Over time the performance of the pension fund investments will impact the
amount that the County Council and other sponsoring employers have to pay
into the fund to meet their liabilities. The fund actuary calculates these
amounts every three years and sets payments for the intervening periods.
The next assessment is currently underway.

Background Papers
None

For sight of individual background papers please contact the report author.



