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Chairman Foreword

The world of LGPS Pensions continues to fascinate and move at a fast pace and
this year is no exception. | am thrilled to update you on another successful year
of achievements, in addition to highlighting the key areas of development for the
Fund.

Firstly, | would like to take a moment to acknowledge the unprecedented event that occurred at
the close of the financial year, with the news of the outbreak of the global Covid19 pandemic
and the associated financial and people impact that has been at the forefront of everyone’s
thoughts since.

As you may have read in the media, stock markets reacted sharply with double digit decreases
experienced in March as the news of the severity of the epidemic became known. Whilst the
Fund was not immune to these events, falling to £6.6bn at year end from £7.0bn the prior year,
the Fund remained resilient benefitting from having a clear set of investment beliefs and the
decisions taken over the last 24 months by the Investment Steering Committee (ISC) to
implement its de-risking programme.

| am pleased to report that the value of the Fund has since recovered to pre-Covid19 levels. In
addition, the Fund successfully activated its Business Continuity Plan with its staff switching to
remote working, supported ably by a dedicated skeleton team of staff attending the office twice
a week to enable payments to be made and to process incoming and outgoing post. The
impact during this uncertain period on administration of benefits for the membership has
continued to be minimised by the robust delivery of the service being able to be achieved
remotely.

Governance - The impact of working virtually during the whole Country

lockdown added a new dimension to organising and attending meetings for my

fellow Councillors and colleagues who sit on the Boards and Committee

servicing the Essex Pension Fund. The digital resources available enabled the
continuation of the Governance of the Fund albeit with some meetings initially
being cancelled until legislation was introduced to enable virtual decision making. Officers
continued to communicate and keep all abreast of the latest developments during

this time.

Funding - The Triennial Actuarial Valuation of the Fund was finalised at the ‘
close of 2019/20 albeit with some last-minute adjustments arising from concerns

from some of its tax raising employers around the impact of Covid19 and the

potential redeployment of budgets to respond to the crisis. These added

challenges were a priority for Officers who supported Employers throughout the year long
process with their decision-making.

Investments — The production of the new Responsible Investment Policy for
the Fund was a combination of over six months work for the Committee, from
initial ideas shared at a dedicated workshop, to articulating a set of Responsible
Investment Beliefs, which now forms part of the revised Investment Strategy
Statement that was subsequently consulted upon during the Summer 2020. My
fellow ISC Members are committed to the direction of travel the Fund is taking and see this as
a first stage in reviewing and monitoring our investments more dynamically in the future.
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Chairman Foreword

Asset Pooling - | have continued to represent Essex on the ACCESS Joint Committee (AJC),
which has also been taking advantage of digital arrangements with meetings switched to being
held virtually for the foreseeable future. | am pleased to confirm that in December 2019 | was
also elected Vice-Chairman of the AJC.

Link Fund Solutions (ACCESS’s Operator) have now launched 15 sub funds, and more are
planned throughout 2020. The appointment of an Interim Director for the Access Support Unit in
August 2019 enabled ACCESS to drive forward with the Pooling agenda. To date, Essex has
approximately 50% of our assets invested under ACCESS Pool governance. However, the Fund
still retains the decision making role on where and how investments are made.

Administration — The team overseeing the administration of scheme benefits,
systems development and regulatory change are braced for the impact of several
large-scale amendments which cover age discrimination assessments backdated,
and changes to how the membership can access their benefits if they are

unfortunate enough to be made redundant. These regulatory changes are not in isolation,
but in terms of high impact on resources they are going to dominate over the next few years. The
team have also started to role out a web portal enabling employers to review and update staff
member details. Currently over two hundred employers have started to use the system with more
being added every month. The Board and | are extremely supportive of the Officers’ who are
leading the Fund through these changes.

Communications — The shifting of the Fund’s day to day operations to mainly

remote working has pushed our digital approaches to the fore, and communications

were prioritised to enable the membership to still access the service provision and

ensure high levels of interaction. The developments of webinar training and online

surgery meetings for those with more complicated scenarios to discuss were hugely
successful enabling the front facing team to continue to deliver the right service to the right
people at the right time.

Finally, | would like you share with you the wonderful news that yet again the Fund was award
winning this year, bringing home accolade’s from:

LAPF Investments Awards Pension Age Awards
PENSIONSAge
WARDS
SCHEME GOVERNANCE PRI T
AWARD
Scheme Governance Winner Best Risk Management Exercise Winner

Clir Susan Barker
Chairman of the Essex Pension Fund Strategy Board
and Investment Steering Committee

Vice Chairman of the ACCESS Joint Committee
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Officer Introduction

Key Personnel Changes

2019/20 saw the bedding down of the new staffing structure that was put in place to deal with
the ever-increasing complexities of the Local Government Pension Scheme and support the
continued delivery of high-quality services to the Fund’s many stakeholders.

During the year two notable changes occurred with the day to day management of the Fund.

Firstly, after many years, Margaret Lee stepped down from her role as S151 Officer to the Fund
with Nicole Wood taking up the post effective from August 2019. Along with her duties relating to
the Pension Fund, Nicole also supports the arrangements in place for the ACCESS Support Unit
(ASU) which is hosted by Essex County Council.

In addition, the Director for Essex Pension Fund, Kevin McDonald, made the decision to accept
a 24-month secondment position as Interim Director for the ASU commencing in August 2019.

Interim arrangements have been put into place for the Fund with Jody Evans, Head of the Essex
Pension Fund promoted to the role of, Interim Director for the Essex Pension Fund, ably
supported by four senior Fund Officers who have been uplifted to deputise for the Director in
their specialist area of responsibility.

The current interim structure in place is illustrated below:

Head of Essex
Pension Fund

Interim Director
for Essex
Pension Fund

See *

Jody Evans

Investment Employer Compliance Retirement
Manager & Manager & Manager & Manager &
Interim Deputy Interim Deputy Interim Deputy Interim Deputy
for Director® for Director* for Director* for Director*

Sam Andrews Amanda Crawford Daniel Chessell

A Technical Hub
e Mialla(e

*These posts are currently covering the vacant role of the Head of Pension
Fund.

**Numbers represent full time equivalent staff.
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Officer Introduction

Work of the Essex Pension Fund

The change in the day to day management of the Fund has given officers an opportunity to take
a step back, reflect and look at new ways to approach the delivery of our Service to its many
Stakeholders.

At the forefront of this was the formulisation of the Fund’s Three-Year Business Plan 2020/21 to
2022/23. Whilst not a new concept for the Fund, the collaborative way in which the detail, design
and implementation was articulated was. Commencing with the Essex Pension Fund Strategy
Board (PSB) review of the Fund’s strategic objectives which underpins everything the Fund
undertakes, to a dedicated workshop with the Fund Advisers and concluded with working with
the Chairman and Vice Chairman of the PSB on the final deliverable.

For the first time, a Budget was also included within the Business Plan setting out the Fund’s
internal operational and external third-party support budget for 2020/21. This is the first stage in
the Fund gaining a better understanding and insight of its third-party expenditure and will assist
the Fund with its forecasting and planning process going forward. The Three-Year Business
Plan can be found at Section 1 of this report.

This new approach has acted as a catalyst for Officers to take the opportunity to commence
reviews of its Policies and create new Policies formulising the activities the Fund already carries
out.

It was pleasing to note that direction of travel being taken by the Fund is very much in the spirit
of the Scheme Advisory Board’s ‘Good Governance Review’ that was released during the year.
When assessed against the criteria many of the Fund’s activities was already adhering to best

practice.

In addition, Officers have spent considerable time looking at the support it provides to aid the
decision-making process and Governance of the Fund. From new modes of delivery, to
reviewing, streamlining and enhancing information that is provided with the aim, to make it more
user friendly and visually impactful to positive review.

| would like to conclude with recognising the outstanding contribution that the team of officers
who support the activities of the Fund make. These officer’s wellbeing is paramount to the
success of the Fund over the last few years and the future. Great strives have been made by
Essex County Council and the Fund to look at ways in which it can support officers in promoting
a better work/life balance. From greater flexible working, to the establishment of dedicated
weekly wellbeing drop-in sessions, pension workshops, lunch and learn sessions and
suggestion boxes. These initiatives introduced during 2019 have become increasingly important
in the times we now face and have assisted in officers being able to transition smoothly to the
‘new norm’ of remote working.

Nicole Wood,
Executive Director,
Finance and
Technology

Jody Evans, Interim
Director for Essex
Pension Fund
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Fund Trends and Financial Summary

Financial Performance

Each financial year the Fund incurs expenditure and gains income as a result of performing its

activities.

Below is a summary of the Fund’s financial position over the last 5 years, broken down into main

areas of expenditure and income.

Value of fund at start of year
Restatement of opening balance
Adjusted net assets as at 1 April
Revenue Account for year:-
Members and employers contributions
Transfers in and other income
Benefits payable

Payments to and on account of leavers
Net additions/(withdrawals) from dealing
with members

Management expenses
Net additions/(withdrawals) including fund
management expenses

Investment income
Taxes on Income
Profit and losses on disposal of investments
and changes in market value of investments
Increase (decrease) in fund during year
Value of fund at end of year

4,932,623 5,037,104 6,031,053 6,518,883 7,027,288

(61)

6,518,822
222407 224,356 276,118 239,786 252,492
9,512 14,185 13,032 13,219 14,571
(215,746) (225,305) (230,023) (244,544) (260,177)
(6,153)  (12,948)  (12,266)  (31,024) (24,233)
10,020 288 46,861  (22,563) (17,347)
(33,097) (36,645) (44,545)  (48,921) (55,317)
(23,077)  (36,357) 2,316  (71,484) (72,664)
87,752 85320 96,614 92,287 109,811
(3,834)  (2,571)  (3,965)  (4,647)  (3,503)
43,640 947,557 392,865 492,310 (433,307)
104,481 993,949 487,830 508,466 (399,663)
5,037,104 6,031,053 6,518,883 7,027,288 6,627,625

The fund has increased in value in 4 of the last 5 financial years (overall increase March 2016 to
March 2020 — 31.6%). The fund decreased in value in 2019/20, mainly due to the negative impact
of Covid 19 on the market value of its investments.
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Fund Trends and Financial Summary

Member and employer contributions and benefits payable are related to the number of pension
contributors and pensioners there are in each financial year. The table below reflects these
relationships.

2015/16 2016/17 2017/18 2018/19 2019/20
Restated
Value at 31 March (£000) 5,037,104 6,031,053 6,518,883 7,027,288 6,627,625
Number of Contributors 53,432 59,954 66,449 52,524 57,498
Contributions (£000) 222,407 224,356 276,118 239,786 252,492
Number of Pensioners 37,370 39,106 40,528 42,405 44,682
Benefits Paid (£000) 215,746 225,305 230,023 244 544 260,177

The number of contributors have increased by 7.6% over the last five years, and the number of
pensioners have increased by 19.6% over the same period.

Pension Contributions

Essex Pension Fund requires employers to pay pension contributions within 19 days of the end of
the month in which the amount was deducted from the earnings. The table below shows the
percentage of employer pension contributions received on time/late in the 2019/20 financial year.

June September December March

Percentage eployers received on time 99.0% 98.8% 99.7% 97.6%
Percentage employers received late 1.0% 1.2% 0.3% 2.4%
Percentage cash received on time 97.8% 99.2% 98.7% 97.6%
Percentage cash received late 2.2% 0.8% 1.3% 2.4%

During 2019/2020 two employers were fined for late payments, and four employers fined for the
late provision of their remittance returns.

Pension Overpayments

The table below analyses the pension overpayments identified through the Fund’s participation in
the National Fraud Initiative (NFI) exercises. The NFI is the matching of electronically held data
between public and private sector bodies to prevent and detect fraud and error.

Outstanding

2018-19 £52,003.01 £30,329.19 £1,184.00 £21,673.82
2019-20 £14,452.37 £5,920.39 £0.00 £8,531.98

Pension Fund Annual Report 2019/2020 9



Fund Trends and Financial Summary

Cost Transparency

The LGPS Code of Transparency was launched by the Scheme Advisory Board in May 2017. The
Code is a voluntary agreement to provide LGPS clients with transparent cost information. This was
followed up by the establishment of the Cost Transparency Initiative (a partnership between the
Pensions and Lifetime Savings Association (PLSA), the Investment Association (IA) and the LGPS
Advisory Board) in November 2018.

The Code of Transparency has been developed to assist LGPS funds in obtaining data they will
require to report costs incurred by their investment funds. The Fund recognises that there is a
growing awareness and interest in the costs and charges being incurred by its investment activities,
and whether they represent value for money. By having a greater understanding of all the costs and
charges generated by our investments, the Fund is helping to ensure that the best possible returns
are generated from our investment activities.

The Code of Transparency is currently voluntary, and therefore Fund Managers are not required to
provide the information. However, the Fund has been actively engaging with its fund managers, to
encourage them that it is good practice to provide cost transparency information, and to voluntarily
sign up to the Code of Transparency.

For 2019/20 Essex Pension Fund received cost transparency information from all but one fund
manager (though not all templates were provided in time for the Fund to reflect all direct costs in the
Statement of Accounts). Only one fund manager provided the cost transparency information via the
SAB cost transparency, compliance and validation system. The rest of the fund managers sent the
information directly to the fund, using multiple versions of the cost transparency template.

Pension Fund Annual Report 2019/2020
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Fund Trends and Financial Summary
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Risk Management and Internal Controls

Risk Management

The Fund’s objectives and associated risks have been set by Essex Pension Fund Strategy Board
(PSB).

The PSB ensure the risks are managed in accordance with ECC’s arrangements for managing
risks in accordance with ECC’s Risk Management Strategy. The PSB ensure that the risk register
is reviewed and updated in line with the guidance issued and reflects best practice in the
identification, evaluation and control of risks in order to ensure that key risks are recognised and
are managed to a tolerable level.

The risks recorded have been split across five key areas: Governance; Funding; Investments;
Administration; and Communication.

All risks within the key areas have been identified and assessed in terms of its impact on the
Fund, its employers and reputation of the Fund, PSB and ECC as the Administering Authority,
along with the likelihood of the risk occurring.

All risks have assigned control measures and owners.

Investment Risk

Investment risk and performance is regularly monitored and reviewed by the Fund’s officers. The
Essex Pension Fund Investment Steering Committee (ISC) reviews investment performance on a
quarterly basis with the assistance of its investment advisors, Hymans Robertson LLP and Mark
Stevens.

ACCESS Pool Risk Register

The ACCESS Pool has a detailed risk register that is reviewed on a quarterly basis by the
ACCESS S151 officers, at every officer working group meeting and reported to the Joint
Committee. The risk register covers pool governance, pool operator, sub-fund establishment and
implementation and ESG responsible investment.

Systems of internal control

ECC'’s statement of accounts, including the accounts of the Fund, is subject to external audit by
BDO who produce an audit opinion on the Council’s accounts. The auditors produce a separate
opinion on the Fund’s financial statements and an opinion that the Fund annual report is
consistent with the Fund accounts.

The Fund is also subject to an internal review by the Council’s internal auditors on the robustness
of the Fund’s systems, procedures and controls. Internal Audit undertook two reviews in
accordance with the agreed Audit Plan:

e Essex Pension Fund - Administration; and
o Essex Pension Fund - Funding and Investments.

Pension Fund Annual Report 2019/2020
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Risk Management and Internal Controls

Both reviews received a ‘Good Assurance’ opinion which means there is a sound system of
internal control designed to achieve the objectives of the system/process and manage the risks to
achieving those objectives. Recommendations will normally only be of Low risk rating. Any
Moderate recommendations would need to be mitigated by significant strengths elsewhere.
However, during the audit, no recommendations were made.

The Fund also obtains assurance over the systems and internal controls operated by its
investment managers and custodians, by obtaining relevant audit documentation. The table below
lists the results for 2019/20.

Action taken

Fund Manager Audit Opinion — Internal Controls

by Fund
Aviva Investors |Qualified — due to one control not being met (though Essex

overall the auditors have stated that in all material Pension Fund
aspects, the controls are working except for the is liaising with
qualification). The control, relating to Investment Aviva to
management fees and other account expenses had ensure this
been found not to be operating effectively in certain issue is
instances. Aviva have conducted a review and rectified

affected clients have been made aware (EPF is not
one of them). Aviva have implemented enhanced
controls and are working to embed an approved
process through 2020. The Fund will monitor progress
in achieving this.

Link Asset Qualified — due to one control objective not being met |ACCESS
Solutions Ltd (though overall the auditors have stated that in all (including
material aspects, the controls are working except for Essex

the qualification). The control, relating to Restricting Pension Fund)
Access to Data and Systems, had been found not to be |is liaising with
operating effectively. Link has created an internal Link to ensure
remediation plan to resolve the issues that caused the |this issue is
qualification, which is monitored monthly, with the aim | rectified

of having effective controls in place by 30 September
2020. The Fund will monitor progress in achieving this.

UBS Asset Qualified - due to two IT control objectives not being ACCESS
Management met (though overall the auditors have stated that in all | (including
material aspects, the controls are working). The two Essex
controls, relating to Application Change Management |Pension Fund)
and Logical Access Management were not suitably is liaising with
designed and did not operate to the required standard. |UBS to ensure
We have been informed that there was no impact on this issue is
the Fund’s portfolio. UBS are taking the necessary rectified
actions to rectify these shortcomings. The Fund will
monitor progress in achieving this.

Pension Fund Annual Report 2019/2020
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Fund Manager

Risk Management and Internal Controls

Audit Opinion - Internal Controls

Action taken

Alcentra Ltd

Unqualified

by Fund

None

Stewart
Investors
(formerly First
State)

Unqualified

None

Goldman Sachs
Asset
Management
International

Unqualified

None

Hamilton Lane

Unqualified

None

IFM Investors

Unqualified

None

J.P. Morgan
Asset
Management

Unqualified

None

Marathon Asset
Management
Ltd

Unqualified

None

M&G
Investments
Alpha
Opportunities

Unqualified

None

M&G
Investments
Financing Fund

Unqualified

None

Partners Group
Management Il

Unqualified

None

Stafford
Timberland
Limited

Unqualified

None

Custodian

Northern Trust

Unqualified

None

Pension Fund Annual Report 2019/2020
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ACCESS Annual Report as at 31 March 2020

“l am pleased to introduce the ACCESS 2019/20 Annual Report.

We find ourselves in challenging times, facing a national emergency, but we will continue to
manage these very substantial LGPS assets to the best of our abilities. | am truly grateful, at this
time, that ACCESS has built a strong partnership that allows each of the eleven member
authorities to support each other in this difficult period.

I would like to take this opportunity to thank Cllr Andrew Reid of Suffolk for the contribution he
made as the first chairman of the ACCESS Joint Committee, which was critical in building a strong
foundation for the Pool. It goes without saying that | was honoured by the confidence shown in me
by my fellow Joint Committee members in choosing me to succeed CliIr Reid last December.

It has been another busy year for ACCESS with good progress made by our operator, Link, in
launching new sub-funds, which has brought the total assets under management (AUM) under
ACCESS auspices to £21.4bn. Equally important work has also taken place in reviewing the
governance of the Pool and progressing options for pooling alternative investment categories.

I’'m sure that 2020/21 will be another busy year for ACCESS, not only in continuing to issue further
sub-funds, but also in other crucial areas such as deepening the Pool’s approach to Responsible
Investment.”

At a glance

assetsin 15 ACS actively
managed sub funds
assets with 1 jointly
procured passive manager: UBS
pooling progress

Inter Authority Agreement
Joint Committee
Authorities

) _|ACCESS

FTE ASU* staff o
% costs

part time a _
Technical Leads** gross savings
net savings

ACS Operator , : A~
Cumulative: 2016 inception to 31 March 2020
under
consideration (=

0g0
Tan

* FTE = Full Time Equivalent Investor Day: 16 October 2019
ASU = ACCESS Support Unit

Investment Managers: 70 delegates
Investor Day (virtual) planned late 2020

** Technical Leads drawn from
ACCESS Authorities

All figures as at 31 Mar 2020 unless stated
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ACCESS Annual Report as at 31 March 2020

Background

ACCESS (A Collaboration of Central, Eastern and Southern
Shires) is made up of 11 Local Government Pension Schemes
(LGPS) Administering Authorities: Cambridgeshire County
Council; East Sussex County Council; Essex County Council;

Collectively as at 31
March 2020, the ACCESS

Hampshire County Council; Hertfordshire County Council; Isle Authorities have

of Wight Council; Kent County Council; Norfolk County Council; total assets of £44 billion

Northamptonshire County Council; Suffolk County Council and (of which 49% has been

West Sussex County Council in response to the Governments ooled)

pooling agenda across the LGPS. The first ACCESS P

Inter-Authority Agreement was signed in late June 2017. serving 3,534 employers
with 1.1 million members

The ACCESS Administering Authorities are committed to including 288,248

working together to optimise benefits and efficiencies on behalf pensioners
of their individual and collective stakeholders, operating within
a clear set of objectives and principles that drives the
decision-making process.

Governance

An extract from the ACCESS governance model is shown below:

oy B . NISLEqg
eHampshlre .l < Vi

Kent § oyt ‘]Suffolk SUsSex
Souncy) ? County Council WY cound

s151 Officers, Monitoring Officers
Officer Working Group (OWG),

Programme & Contract Management
\ Support & Secaetanat

- - N N
Active listed assets: Passive Bsted assels
ACS Operator: jointly procured
Link Fund Solutions AR St
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ACCESS Annual Report as at 31 March 2020

Strategic oversight and scrutiny responsibilities remain with the Administering Authorities as does
all decision making on their individual Funds asset allocation and the timing of transfers of assets
from each Fund into the arrangements developed by the ACCESS Pool.

The Joint Committee (JC) has been appointed by the eleven Administering Authorities under
s102 of the Local Government Act 1972, to exercise specific functions in relation to the pooling of
LGPS assets. The JC’s functions include the specification, procurement, recommendation of
appointment of pool Operators (for active asset management) and pool-aligned asset providers
(for passive asset management), to the Administering Authorities. The JC also reviews ongoing
performance.

The Section 151 Officers of ACCESS Authorities provide advice to the JC in response to its
decisions ensure appropriate resourcing and support is available to implement the decisions and
to run the ACCESS Pool.

The JC further supported by Officer Working Group (OWG) and the ACCESS Support Unit
(ASU).

The Officer Working Group are officers identified by each of the Administering Authorities whose
role is to provide a central resource for advice, assistance, guidance and support for the Joint
Committee.

The ACCESS Support Unit (ASU) provides the day-to-day support for running the ACCESS Pool
and has responsibility for programme management, contract management, administration and
technical support services. 2019/20 saw the completion of appointments to each of the three full
time ASU roles, hosted by Essex County Council. These roles are also supplemented with
additional technical support from Officers within the ACCESS Authorities.

The Operator: Link Fund Solutions

Appointed 2018 Link Fund Solutions Ltd pooled operator service, overseeing an Authorised
Contractual scheme for the sole use of ACCESS Authorities. Link are responsible for establishing
and operating an authorised contractual scheme along with the creation of a range of investment
sub-funds for active listed assets and the appointment of the investment managers to those
sub-funds. This is designed to enable Administering Authorities to execute their asset allocation
strategies.

Pool Aligned Assets: UBS

Appointed following a joint procurement in 2017, UBS act as the ACCESS Authorities’ investment
manager for passive assets.

Progress on Pooling

ACCESS submitted its pooling proposal to Government in July 2016 with detailed -

plans for establishing and moving assets into the pool. Included in the proposal

was an indicative timeline of when assets will be pooled, and ACCESS has

continued to make excellent progress against the principal milestone of having
assets pooled and estimated savings of £13.6 million by March

2021.

Pension Fund Annual Report 2019/2020
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ACCESS Annual Report as at 31 March 2020

As at 31 March 2020, of assets have been pooled:

Pooled Assets
As at 31 March 2020 ACCESS has the following assets pooled:

Pooled Investments £ Billion
Passive Investments 10.486
UK Equity Funds 1.588
Global Equity Funds 7.189
UK Fixed Income 0.834
Diversified Growth 1.262
Total Pooled Investments

The passive investment funds are held on a pool governance basis under one investment manager
as these assets are held in life fund policies, which cannot be held within an authorised contractual
scheme.

Key milestones achieved in 2019/20 : "
e Recruitment of an interim Director to lead the ACCESS Support Unit. ~ ‘

e Establishment of business as usual functions of the ACCESS Support
Unit being undertaken by the ACCESS Support Unit officers and technical leads officers.

e Approval and launch of a range of sub-funds further rationalising the existing range of
mandates whilst reflecting the strategic asset allocation needs of the ACCESS Funds.

e Re-procurement of a legal advisor for ACCESS.
e Provision of updates of progress of pooling to Government and responding to consultations.
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ACCESS Annual Report as at 31 March 2020

e Commencement of a review of Environmental, Social and Governance and Responsible
Investment guidelines for ACCESS.

e In conjunction with Link Fund Solutions, held the first investor day for members and officers of
the individual funds to hear from the investment managers in the ACCESS pool.

e Commencement of a review to formulate an approach to pooling and managing illiquid assets
such as private equity and infrastructure. This will involve reviewing various structures and
platforms and assessing these to identify the best fit to meet with the Funds current and
future requirements.

Objectives for 2020/21
ACCESS is well placed to continue to develop the pool and progress will
continue unbated despite the restrictions imposed by the COVID-19 lockdown. v\
Virtual meetings are well established and productive. It is anticipated that 4 ,b\ /
2020/21 will see key activities within the following themes: N/
e Actively managed listed assets: the completion of pooling active listed [,;, _  /
assets within the Authorised Contractual Scheme (ACS); p ;,L
e Alternative / non listed assets: the initial implementation of pooled alternative
assets;

e Passively managed assets: ongoing monitoring and engagement with UBS;
e Governance: the application of appropriate forms of governance throughout ACCESS; and
e ACCESS Support Unit (ASU): the size and scope of the ASU will be kept under review.

Expected v Actual Costs and Savings

The table below summarises the financial position for 2019/20 along with the cumulative position
since the commencement of ACCESS activity in early 2016.

A budget for ongoing operational costs is set by the Joint Committee and is
financed equally by each of the 11 Authorities. 2019/20 saw an underspend

primarily due to lower than anticipated costs of external advice combined with té[/
the establishment of the ACCESS Support Unit reducing the reliance on = ——
external project management support. e —
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2019 - 2020 2019 - 2020
Actual Budget Actual Budget
Cumulative Cumulative
In Year In Year to date to date
£000 £000 £°000 £000
Set Up Costs - - 1,824 1,400
Transition Costs - - 674 2,499
Ongoing Operational Costs 811 1,203 2,208 2,469
Operator & Depositary
Costs 3,247 2,000 3,632 2,500
Total Costs
Pool Fee Savings
Net Savings Realised

Operator and depositary fees are payable by each Authority in relation to assets invested within
the Authorised Contractual Scheme established by Link Fund Solutions as pool operator. The
initial ACCESS business plan to MHCLG anticipated Operator costs of 2bps.

The 2019/20 fee savings have been calculated using the CIPFA price variance methodology and
based on the asset values as at 31 March 2020. This approach highlights the combined level of
investment fee savings, across all ACCESS Authorities stemming from reduced charges.

In summary, since inception ACCESS has demonstrated excellent value for money, maintaining
expenditure broadly in line with the MHCLG submission whilst delivering savings ahead of the

timeline contained in the original proposal.

Environmental, Social and Governance (ESG) and Responsible Investment (RI)

The ACCESS Authorities believe in making long term sustainable
investments whilst integrating environment and social risk
considerations, promoting good governance and stewardship.

Whilst the participating authorities have an overriding fiduciary and

Environmental

O

Social Governance

public law duty to act in the best long term interests of their LGPS stakeholders to achieve the
best possible financial returns, with an appropriate level of risk they also recognise the
importance of committing to responsible investment alongside financial factors in the investment

decision making process.
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Over the course of the last year a number of ACCESS Authorities have reviewed and developed
their individual ESG /RI policies. Building on this ACCESS will, in the current year review its own
ESG /RI guidelines to reflect both the requirements of the Authorities and the expectations
associated with this fundamental aspect of institutional investment.

The ACCESS pool has a set of voting guidelines which seeks to protect and enhance the value
of its shareholdings by promoting good practice in the corporate governance and management of
those companies.

The voting guidelines sets out the principles of good corporate governance and the means by
which ACCESS will seek to exercise its influence on companies. During the year ACCESS voted
at meetings on resolutions.

Mok - o Gee

Mark Kemp-Gee
Clir Mark Kemp-Gee - Chairman, ACCESS Joint Committee

_|ACCESS
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Ecsax Pansion Fund

Communications

Administration

Investments

Governance

Funding
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About the Essex Pension Fund (‘the Fund’)

The Essex Pension Fund ‘the Fund’ is one of the 88 Funds making up the Local
Government Pension Scheme (LGPS) in England and Wales.

The Fund is managed and administered by Essex County Council. Essex County
Council are responsible for maintaining and managing the Fund on behalf of its
stakeholders; the scheme members and employers participating in the Fund.

Key Facts
FUND MEMBERSHIP FUNDING/EMPLOYERS
* 168,826 Members * 97% Funding Level (31 March 2019)
- 55,564 Active Members + £6.711bn Assets

£6.91bn Liabilities
* 650+ Employers, including:
Administering Authority (ECC)
Tax Raising Bodies
Admission Bodies
Academies

+ 42,430 Pensioners / Dependents
- 70,832 Deferred Members

Ecsax Pansion Fund
* 59 FTE Staff

FINANCIAL

* £4.62M Total Budget

« £3.31M Operational Budget

¢ £1.31M Third Party Contractor
Expenses*

INVESTMENTS

+ c£7.5bn Value of Fund
* ACCESS Pool member

GOVERNANCE

+ PSB Essex Pension Fund Strategy Board
* ISC Investment Steering Committee
+ PAB Essex Pension Fund Advisory Board

Key facts above are taken from the 2020—2023 business plan.

Pension Fund Annual Report 2019/2020 24



Who Manages and Runs the Fund

Essex County Council’s (ECC) functions as the Administering Authority are delegated to
the Essex Pension Fund Strategy Board (PSB), the Essex Pension Fund Investment
Steering Committee (ISC) and its Officers.

Membership of the Essex Pension Fund Strategy Board

The Board was established in 2008 and exercises all of the powers and duties of
the Council in relation to its functions as Administering Authority except where they
have been specifically delegated to another committee or officers. Its functions
include monitoring the administration of the Pension Scheme, exercising Pension
Fund discretions and determining Pension Fund policy in regard to employer
admission arrangements. The membership of the Essex Pension Board during
2019/20 is detailed below:

Representatives of the Administrating Authority (ECC)

Clir. S. Bérker (Chairman) ClIr, M.Platt (Vice Chairman)

Clir. A. Goggin

Clir. A. Hedley

ClIr. M. Maddocks

Clir. L. Scordis

Clir. C. Souter

Clir. A. Davies (Labour Substitute)

Clir. A. Erskine (Conservative Substitute)
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Who Manages and Runs the Fund

Membership of the Essex Pension Fund Strategy Board continued

Representative of Scheme Members
S. Child (UNISON)

Representatives of the District/Borough Councils in Essex (nominated by
Essex Borough and District Leaders’ Group)
CliIr. C. Riley (Castle Point Borough Council)

Representatives of Unitary Councils
Clir. M. Dent (Southend-on-Sea Borough Council)

Representative of Other Employing Bodies
J. Moore (The Billericay School)

Independent Governance & Administration Adviser to the Board
K. McWilliam, AON

Fund Actuary
G. Muir, F.F.A., Barnett Waddingham LLP

Membership of the Essex Pension Fund Investment Steering
Committee (ISC)

The ISC approves and reviews the investment strategy of the Essex Pension Fund.
This includes the determination of asset allocation, the appointment of external
investment managers and the monitoring of investment manager performance. The
members of the ISC during 2019/20 were

Representatives of the Administering Authority
ClIr. S. Barker (Chairman)

Clir. M. Platt (Vice Chairman)

Clir. A. Goggin

Clir. A. Hedley

Clir. M. Maddocks

Clir. L. Scordis
Clir. C. Souter

Clir. A. Davies (Labour substitute)
Clir. A. Erskine (Conservative substitute)
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Who Manages and Runs the Fund

Membership of the Essex Pension Fund Investment Steering
Committee (ISC) continued

Independent Advisers to the ISC
M. Stevens

Institutional Investment Consultants to the ISC
J. Dickson F.F.A. Hymans Robertson LLP
M. Woodman C.F.A. Hymans Robertson LLP
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Who Manages and Runs the Fund

Membership of the Essex Pension Fund Advisory Board (PAB)

In addition, the Local Pensions Board (Essex Pension Fund Advisory Board (PAB))
was established on 1 April 2015 under the requirements of the Public Service
Pensions Act 2013. It has an oversight role to assist the Administering Authority in
securing compliance with regulations by acting as a ‘critical friend’ to the PSB and
the ISC, ensuring the efficient and effective governance and administration of the
Fund.

Chairman
N. Mark Head of Norfolk Pension Fund

Scheme Members representatives

A. Coburn UNISON
P. Hewitt (until 5 June 2019) Deferred Member, Southend BC/Harlow DC
D. Hurst Active Member, Chelmsford College

Vacant (until 24 September 2019)

J. Sheehy (from 25 September 2019) Active Member, Witham Town Council
S. Roberts (from 25 September 2019) Active Member, Shenfield High Academy

Employer Representatives

J. Durrant Essex Fire Authority

Clir. T. Cutmore Rochford DC

Clir. S. Hebb Thurrock BC

CliIr. S. Walsh Essex CC
ACCESS Pool

The Fund is one of eleven like minded LGPS Funds working collaboratively under the
name ACCESS (A Collaboration of Central, Eastern and Southern Shires) who are
committed to working together to optimise benefits and efficiencies in relation to
investments on behalf of their individual and collective stakeholders.
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Who Manages and Runs the Fund

Governance of the Fund

The relationship between the key decision-making bodies and day-to-day
management of the Essex Pension Fund is illustrated below:

Essex County J

‘

Essex Pension Fund
Investment Steering
Committee (ISC)

Essex Pension Fund
Strategy Board (PSB)

ACCESS Joint
Committee

Essex Pension Fund
Advisory Board
(PAB)

Interim Director for Essex
Pension Fund

Executive Director

for Finance and

Technology
(S151 Officer)
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Who Manages and Runs the Fund

Staffing Structure of the Fund

Other than those responsibilities delegated specifically to the Board, or the ISC,
all of the Administering Authority responsibilities are delegated to Officers. The
Executive Director, Finance and Technology alongside the Interim Director for
Essex Pension Fund has overall responsibility for the day to day operations and
management of the Fund, implementing the decisions of the Board and ISC.
They are aided by the Essex Pension Fund function.

The day-to-day management of the Essex Pension Fund is illustrated below:

Head of Essex
Pension Fund

See *

Interim Director
for Essex
Pension Fund

Jody Evans

Investment Employer Compliance Retirement
Manager & Manager & Manager & Manager &
Interim Deputy Interim Deputy Interim Deputy Interim Deputy
for Director* for Director* for Director* for Director*

Sam Andrews Sara Maxey Amanda Crawford Daniel Chessell

Systems Manager Technical Hub

Manager

Chris Pickford

David Tucker

*These posts are currently covering the vacant role of the Head
of Pension Fund.

**Numbers represent full time equivalent staff.
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Fund Management Structure and Other Professional
Organisations

The Essex Pension Fund invests in all major asset classes. These investments
are managed externally by specialist Fund Managers who are listed below.

Manager Mandate

Stewart Investors Global Emerging Markets Equities
Marathon Asset Management Ltd Global Equities

UBS Asset Management Global Equities (Passive)

Manager Mandate

Goldman Sachs Asset Management Corporate Bonds

UBS Asset Management Index Linked Bonds (Passive)
M&G Investments Corporate Bonds

Property

Manager Mandate

Aviva Investors Global Services Ltd Direct & Indirect Property
Partners Group Management || Global Property
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Fund Management Structure and Other Professional
Organisations

Alternatives

Manager Mandate
Hamilton Lane (UK) Ltd Private Equity
M&G Investments Infrastructure
Partners Group Management || Infrastructure
J.P. Morgan Asset Management Infrastructure
IFM Investors Infrastructure
Stafford Timberland Limited Timber
Alcentra Ltd Private Debt

Assets within the ACCESS Pool

Link Asset Solutions Limited Global Equity

Other organisations providing services to the fund

Service Organisation
Administration software provider Civica
Auditors BDO LLP

Utmost (formerly the Equitable Life
Assurance Society)

Prudential
Standard Life Assurance Company

AVC provider

Custodian The Northern Trust Company

Essex County Council — Legal Services

Solicitors Nabarro Nathanson

Pension Fund Annual Report 2019/2020 32



Business Plan 2020-2023

Introduction

This Business Plan explains how the Essex Pension Fund intends to develop and
improve its services over the next three years.

It enables the Fund to focus on its key priorities, the achievement of its objectives and
assists stakeholders in their understanding of how they contribute to the overall
success of the Pension Fund.

The Fund’s Priorities

The Fund’s priorities for the three years 2020/21 to 2022/23 are linked to the five
key areas of business: Governance; Funding; Investments; Administration; and
Communications. The following sections outline: the Fund’s objectives; area of
activity, including strategic Business as Usual (BAU); financial; staff resource and
third party support requirements; and training required to deliver the outcomes of
the Business Plan.

Governance

Administration
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Business Plan 2020-2023

Governance

Governance

Communications

Administration Funding

Investments

Objectives

Provide a high-quality service whilst maintaining value for money;

Ensure compliance with the LGPS regulations, other relevant legislation and the
Pensions Regulator’'s Codes of Practice;

Ensure the Fund is managed and its services delivered by people who have the
appropriate knowledge and expertise;

Evolve and look for new opportunities, ensuring efficiency at all times;
Act with integrity and be accountable to our stakeholders;

Understand and monitor risk and compliance;

Continually measure and monitor success against our objectives; and

Ensure the confidentiality, integrity and accessibility of the Fund’s data, systems
and services is protected and preserved
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Business Plan 2020-2023

Area of Activity including strategic BAU 2020/21 2021/22 2022/23
Business Plan & Budget Annual Annual Annual
Risk Management Strategy Implement Review Review
LGPS Reform Ongoing Ongoing Ongoing
Members’ knowledge and understanding

Training needs analysis Implement Review Review

Review the revised training strategy
Busmgss Contlnw.ty Plan (including Cyber Develop Implement Review
security) and Testing
Governance Review and Effectiveness Survey Commence Annual Annual
Review of Governance related Policies
including the Governance Policy and Annual Annual Annual
Compliance Statement
Independent Governance & Administration i Trennial i
Advisor (IGAA) Review
Annual Statement of Accounts including

. . . Annual Annual Annual
compliance with CIPFA requirements
Terms of Reference for PSB/ISC/PAB Annual Annual Annual
Breach Policy Develop/ Review Review
Implement
AVC Review - Commence/ -
Implement
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Business Plan 2020-2023

Internal Staff Resources and Support from Third Party Suppliers

To deliver the above activities and BAU, the internal staff resources and support from third
party suppliers are as follows:

Interim Director for Essex Pension Fund 0.60
Head of Essex Pension Fund 0.25
Investment Team 0.65
Funding/Employer Team 0.50
Governance Team 2.00
Administration Team 0.25
Technical Team 0.20
Systems Team 0.25
Total 4.70

* These are estimated figures and are subject to change.

Support from Third Party Suppliers

Aon - Independent Governance Administration Adviser (IGAA)
Barnett Waddingham LLP - Fund Actuary
Hymans Robertson - Institutional Investment Consultant (IIC)

Mark Stevens - Independent Investment Adviser (IIA)

Budget
To deliver the above activities in 2020/21, the budget allocated for third party support is £180k.
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Business Plan 2020-2023

Training
Training offered/delivered to our Committee/Board Members to increase knowledge,
enabling robust decision making:

Induction/Refresher training to ensure the

Board can carry out its role as decision Ongoing Ongoing Ongoing
maker

Relevant tPR Toolkit Modules Biennial - Biennial
Relevant CIPFA Modules Biennial - Biennial
PLSA LA Conference Annual Annual Annual

LGPS Governance Conference Annual Annual Annual

Attendance at CIPFA training days for
Annual Annual Annual
Board Members

Any other Governance training as
necessary Ongoing Ongoing Ongoing

On the Horizon

Scheme Advisory Board (SAB) Good Governance Project

The outcome of the Good Governance Project is yet to be reported and therefore the
recommendations are not yet known to the Fund or the potential impact(s).

The Pensions Regulator (tPR)

TPR expect Fund’s to comply with the guidance set out in their Code’s of Practice
(which are currently under review). Through continuous assessment, the Fund
ensures adherence to the Code(s) which drives continuous monitoring and
improvement.
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‘\ Communications Governance

Administration

Investments

Objectives

Recognise in drawing up its funding strategy the desirability of employer
contribution rates that are as stable as possible;

Prudently set levels of employer contributions that aim to achieve a fully funded
position in the time scales determined in the Funding Strategy Statement;

Manage employers’ liabilities effectively, having due consideration of each
employer’s strength of covenant, by the adoption, where necessary, of employer
specific funding objectives;

Ensure consistency between the investment strategy and funding strategy;

Maintain liquidity in order to ensure benefits can be met as and when they fall due
over the lifetime of the Fund.

Adopt appropriate measures and approaches to reduce the risk, as far as possible,
to the Fund, other employers and ultimately the tax payer from an employer
defaulting on its pension obligations to minimise unrecoverable debt on termination
of employer participation.
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Area of Activity including strategic BAU 2020/21 2021/22 2022/23
Actuarial Valuation Implement - Triennial
Interim Funding review Annual Annual -
Funding Strategy Statement review As required As required Triennial
Em_ploylng Authority discretions and delegations As required As required As required
review
Employer Risk Review As required As required Triennial
Longevity Analysis of Fund - - Triennial

Internal Staff Resources and Support from Third Party Suppliers
To deliver the above activities and BAU, the internal staff resources and support from third

party suppliers are as follows:

Internal Staff Resources FTE*

Interim Director for Essex Pension Fund 0.10
Head of Essex Pension Fund 0.25
Investment Team -
Funding/Employer Team 5.30
Governance Team -
Administration Team -
Technical Team 0.20
Systems Team 0.15
Total 6.00

* These are estimated figures and are subject to change.
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Support from Third Party Suppliers

Barnett Waddingham LLP - Fund Actuary

Hymans Robertson - Institutional Investment Consultant

Budget
To deliver the above activities in 2020/21, the budget allocated for third party support is £80k.

Training
Training offered/delivered to our Committee/Board Members/Fund Employers to increase
knowledge, enabling robust decision making:

Actuarial Valuation training - - Triennial
Interim Valuation training Annual Annual -
Funding Strategy Statement training - - Triennial
ﬁ\engezt:aer;Emponer/Funding training as Ongoing Ongoing Ongoing
Employer Forum/Webinar Ongoing Ongoing -
IAS19/FRS102 Communications Annual Annual Annual
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Business Plan 2020-2023

On the Horizon

McCloud

Due to the court case, benefits will need to be recalculated/increased which will
impact on the overall liabilities of the Essex Pension Fund and in turn the funding
level.

Following outcomes of McCloud case, providing understanding and training to
employers and Committee/Board members on the impact.

More employer training through live and recorded webinars.
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Business Plan 2020-2023

Investments

Communications Governance

Administration Funding

Objectives

Maximise the returns from investments within reasonable risk parameters;

Ensure the Fund’s investments are properly managed before, during and after pooling
is implemented; and

Ensure investment issues are communicated appropriately to the Fund’s
stakeholders.
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Area of Activity including Strategic BAU

2020/2021

2021/2022

2022/23

Transparency

Strategic Asset Allocation review Biannual Biannual Biannual
Institutional Investment Consultant procurement Commence Implement -
Institutional Investment Consultant — CMA Annual Annual Annual
Independent Investment Adviser — procurement Implement - -
Independent Investment Adviser review - - Triennial
Global Custody procurement Commence Implement -
Asset/Liability Study Triennial - -
Investment Strategy Statement review including As required As required As required
Treasury Management Strategy review Annual Annual Annual
ACCESS collaboration Ongoing Ongoing Ongoing
Individual Manager review Quarterly Quarterly Quarterly
Review of CEM Benchmarking/Cost Annual Annual Annual

Internal Staff Resources and Support from Third Party Suppliers

To deliver the above activities and BAU, the internal staff resources and support from third

party suppliers are as follows:

Internal Staff Resources FTE*

Interim Director for Essex Pension Fund

0.10

Head of Essex Pension Fund

0.25

Investment Team

2.25

Funding/Employer Team

Governance Team

Administration Team

Technical Team

0.20

Systems Team

0.20

Total

3.00

* These are estimated figures and are subject to change.
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Business Plan 2020-2023

Support from Third Party Suppliers

Hymans Robertson - Institutional Investment Consultant

Mark Stevens - Independent Investment Adviser
Northern Trust - The Fund’s Global Custodian
Barnett Waddingham LLP - Fund Actuary

Budget
To deliver the above activities in 2020/21, the budget allocated for third party support is £480k.

Training
Training offered/delivered to our Committee/Board Members to increase knowledge,
enabling robust decision making:

Bitesize Training by Asset Class Quarterly Quarterly Quarterly
Contract Training Annual Annual Annual
Investment Strategy Statement Training Annual Annual Annual
Responsible Investment Training Ongoing Ongoing Ongoing
Asset / Liability Study Training Triennial - -
Review Investment Management Fees / Annual Annual Annual
Cost Transparency

Market Commentary Quarterly Quarterly Quarterly
Cash Flow Training Annual Annual Annual
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Business Plan 2020-2023

Training continued

necessary

LAPFF Members Meetings Quarterly Quarterly Quarterly
LAPFF Annual Conference Annual Annual Annual
LGC Investments and Pensions Summit Annual Annual Annual
LGC Investment Seminar Annual Annual Annual
Investment & Training Seminar As required As required As required
ACCESS Inves.tor Day.s/Tralnlng . Biannual Biannual Biannual
Requirements in Relation to Pooling

Any other Investment training as Ongoing Ongoing Ongoing

On the Horizon

Structural Reform of the LGPS: Pooling of Investments.

Working collaboratively with ACCESS (which is made up of 10 other local

authorities) to pool the Fund’s investments. Over the coming months ACCESS wiill
be working towards establishing suitable solutions to pool the illiquid assets of the

funds.

Responsible Investment

Continue developing the Fund’s approach to responsible investment and

engagement, working collaboratively with ACCESS, the Local Authority Pension
Fund Forum and the Fund’s Investment Managers.

Pension Schemes Bill 2019/20

New Pension Fund reporting requirement.

Pension Fund Annual Report 2019/2020

46



Business Plan 2020-2023

Administration

Communications Governance

Funding

Investments

Objectives

Deliver a high quality friendly and informative service to all beneficiaries and
employers at the point of need;

Ensure contribution income is collected from the right people at the right time in the
right amount;

Ensure benefits are paid to the right people at the right time in the right amount; and

Ensure the Fund employers are aware of and understand their roles and
responsibilities, and carry out their functions in line with legislation, guidance and the
Fund’s agreed policies and procedures.
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Area of Activity including Strategic BAU 2020/21 2021/22 2022/23
LGPS Reform — Planning for Administration Onaoin Onaoin Onaoin
changes going going going
Review/Procurement of Administration System Implement - -
Review of Pensions Single payments Implement - -
Greater Digitalisation of the Fund including
Member Online, Employer Online and Retire Ongoing Ongoing Ongoing
Online
Administering Authority Discretions - Review -
Review of Administration Strategy - Review -
McCloud Preparation/Implementation Ongoing Ongoing Ongoing
Monthly Returns Digital Transformation Development Implementation Review
Data Improvement Plan Ongoing Ongoing Ongoing
Participation in National Fraud Initiative Ongoing Ongoing Ongoing
Monthly Bulk Leaver/Retire Online Onaoin Onaoin Onaoin
development/implementation going going going

Internal Staff Resources and Support from Third Party Suppliers

To deliver the above activities, the internal staff resources and support from third party
suppliers are as follows:

Internal Staff Resources FTE*

Interim Director for Essex Pension Fund 0.10

Head of Essex Pension Fund 0.25

Investment Team -

Funding/Employer Team -

Governance Team 1.00
Administration Team 33.50
Technical Team 4.40
Systems Team 4.25
Total 43.50

* These are estimated figures and are subject to change.
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Business Plan 2020-2023

Support from Third Party Suppliers

Independent Governance Administration Adviser

Civica - Administration System

Adare - Printing

Faraday - Tracing Bureau
Barnett Waddingham LLP - Fund Actuary

Budget
To deliver the above activities in 2020/21, the budget allocated for third party support is £570k.

Training
Training offered/delivered to our Committee/Board Members/Fund Employers/Fund
Members to increase knowledge, enabling robust decision making:

Back to Basics Training Annual - -
Demonstration of Member Online As required As required As required
Road Shows Ongoing Ongoing Ongoing
Annual Return Workshops Ongoing Ongoing Ongoing
Employer Online Workshops Ongoing Ongoing Ongoing
,:gé/e(;t:aerl;ladmmlstratlon training as Ongoing Ongoing Ongoing
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On the Horizon

Data

There is increased scrutiny by the Government and tPR in regards to the data
held by funds to guarantee its accuracy and completeness. The Fund will need to
work collaboratively with its stakeholders to ensure the quality of data provided is
up to date, accurate and complete.

McCloud

Due to the court case, benefits will need to be recalculated which will increase
the volume of work for both the Fund and its employers and will impact costs.
Also, the Cost Cap mechanism was paused because of McCloud but the
Government has indicated it will re-run the Cost Cap mechanism once McCloud
has been remedied. This could mean further retrospective scheme changes, in
addition to those required as a result of McCloud.

Pensions Dashboard

The Pension Schemes Bill currently being introduced by the Government creates
a legislative framework to support the introduction of pension dashboards. It will
probably be a number of years before any dashboard provider is ready to receive
scheme data but the Fund is likely to be required to provide scheme member
data to one or more dashboard providers at some point.
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Communications

S— '
ol Communications
N > ’ Governance

Administration Funding

Investments

Objectives

« Communicate in a friendly, expert and direct way to our stakeholders, treating all our
stakeholders equally;

« Ensure our communications are useful and easy to follow;

« Deliver information in a way that suits all types of stakeholders including providing
more accessibility through greater use of technology; and

« Aim for full appreciation of the pension scheme benefits and changes to the Scheme
by all the scheme members, prospective scheme members and employers.
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Area of Activity including Strategic BAU 2020/21 2021/22 2022/23
LGPS Reform Ongoing Ongoing Ongoing
Communications Policy review - - Triennial
Greater Digitalisation of the Fund including the
exploration of Electronic Communications Ongoing Ongoing Ongoing
therein
McCloud Implications Ongoing Ongoing Ongoing
Social Media Channel exploration Ongoing Ongoing Ongoing
Review of website Commence Implement Review

Annual Benefit Statements review and

development Ongoing Ongoing Ongoing

Internal Staff Resources and Support from Third Party Suppliers

To deliver the above activities, the internal staff resources and support from third party
suppliers are as follows:

Internal Staff Resources FTE*

Interim Director for Essex Pension Fund 0.10

Head of Essex Pension Fund -

Investment Team 0.10
Funding/Employer Team 0.20
Governance Team -

Administration Team 0.25
Technical Team 1:00
Systems Team 0.15
Total 1.80

* These are estimated figures and are subject to change.
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Support from Third Party Suppliers

Independent Governance Administration Adviser
Barnett Waddingham LLP - Fund Actuary

Hymans Robertson - Institutional Investment Consultant

Budget

To deliver the above activities in 2020/21, the budget allocated is included in Operational
Budget.

Training
Training offered/delivered to our Committee/Board Members to enabling robust decision
making: includes:

Back to Basics Fund information training Annual Annual Annual
Ad hoc Communications Training Ongoing Ongoing Ongoing
Media training Investigate - -

*Additional training relating to communications is covered under other areas.
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On the Horizon

Training offered/delivered to our Committee/Board Members to increase knowledge,
enabling robust decision making:

McCloud

Due to the court case and expected retrospective changes to benefits, significant
communications work will be needed to keep scheme members and employers
informed about the changes and the timetable for implementation. This could
require significant staff resource and additional printing costs depending on the
timing and complexity of the outcome of McCloud for the LGPS.

Pensions Dashboard

The Pension Schemes Bill currently being introduced by the Government creates a
legislative framework to support the introduction of pension dashboards. It will
probably be a number of years before any dashboard is up and running but the
Fund is likely to need to communicate with members in the run up and post
implementation.
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Additional Information

Budget
The 2020/21 operational and third party supplier support budget is shown below:

Total Budget m Operating Budget
£4.62m

® Governance

£0.57m ® Funding
m |nvestments

® Administration

£0.48m

Third party suppliers/
£0.08m SabAsi

\ .
support provided by:
£0.18m V
e Aon

e Barnett Waddingham
e Hymans Robertson
£3.31m * Mark Stevens

« Civica

» Northern Trust

o Adare

e Faraday Tracing Bureau

*Investments excludes Investment Management Fees and associated expenses
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Key Policy Documents
For further information on the Essex Pension Fund, please visit our website

www.essexpensionfund.co.uk

e
Administration Strategy Investment Strategy Statement
Communications Policy Risk Management
Governance Policy & Compliance Statement Conflict of Interest Policy
Funding Strategy Statement Annual Report & Accounts

Further Information

If you require further information about anything in or related to this Business Plan, please

contact:
Jody Evans, Interim Director for Essex Pension Fund ( )
] . Essex Pension Fund
Email: Compliance.team@essex.gov.uk Seax House
Chelmsford
Essex
CM1 1QH

\§ J
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Governance

Governance

Communications

Administration Funding

Investments

Objectives

« Provide a high-quality service whilst maintaining value for money.

« Ensure compliance with the Local Government Pension Scheme (LGPS)
regulations, other relevant legislation and the Pensions Regulator’'s Codes of
Practice.

« Ensure the Pension Fund is managed, and its services delivered by people who
have the appropriate knowledge and expertise.

« Evolve and look for new opportunities, ensuring efficiency at all times.
« Act with integrity and be accountable to our stakeholders.

« Understand and monitor risk and compliance.

« Continually measure and monitor success against our objectives.

« Ensure the confidentiality, integrity and accessibility of the Fund's data, systems
and services is protected and preserved.
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Further roll out

Further roll out of training
and training needs
assessments; training &

Activity complete for 2019/20.
Various training during 2019/20 has been carried
out/attended including, but not limited to:

¢ Rl Workshop;

o Investment for Life Training & Seminar

Pension Fund Board and
the services supplied to
it.

of training and training needs Fund (Baillie Gifford);
trainin ngee ds assessments will officers / ¢ ACCESS Investor Day;
9 continue in 2019/20; and IGAA « Valuation Training / Valuation Webinar;
assessments . . .
a revised training ¢ ISS Training;
strategy and training plan o Local Authority Responsible Investment
is to be developed. Seminar;
o Annual Governance Conference; and
o LAPFF Members meetings.
Annual review of
governance policy;
review governance policy Complete for 2019/20.
: to ensure it is relevant
Annual review and up to date, including DFEPF, The Governance Policy and Compliance
of governance CM & ,
olic the governance IGAA Statement was reviewed and subsequently
policy compliance statement; approved at the 4 March 2020 PSB
and ToRs for all Boards/ meeting.
Committee to be
reviewed.
Annual review of Pension
Fund Board; review of
- Complete for 2019/20.
Annual review | ension Fund Board. DFEPF,
: membership; and review The PAB review, including TOR, Membership
of Pension . CM &
Fund Board the effectiveness of the IGAA | and timings/number of meetings has been

completed.
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‘\ Communications Governance

Administration

Investments

Objectives

« To recognise in drawing up the funding strategy the desirability of employer
contribution rates that are as stable as possible.

« To prudently set levels of employer contributions that aim to achieve a fully funded
position in the timescales determined in the Funding Strategy Statement.

« To manage employers’ liabilities effectively, having due consideration of each
employer’s strength of covenant, by the adoption, where necessary, of employer
specific funding objectives.

« To ensure consistency between the investment strategy and funding strategy.

« To maintain liquidity in order to ensure benefits can be met as and when they fall
due over the lifetime of the Fund.

« To adopt appropriate measures and approaches to reduce the risk, as far as
possible, to the Fund, other employers and ultimately the tax payer from an
employer defaulting on its pension obligations to minimise unrecoverable debt on
termination of employer participation.
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How will this be IR

Action managing Progress as at 31 March 2020

achieved? s
action

Actuarial
Valuation as at 31
March 2019;

an Actuarial

. Valuation will be Complete.
Cc’:uatr.lal t 31 commissioned from DfEPF & EM
MZ:JCahlgg 1ags a the Fund Actuary; The Actuarial Valuation Report was published by
and the various the statutory deadline of 31 March 2020.
processes of the
Valuation will take
place throughout

2019/20.

Review Funding Complete.

Review Funding | Strategy Statement The Funding Strategy Statement has been

Strategy as parjc of 201 9/.20 DFEPF & EM reviewed, put out for stakeholder consultation,
Statement actuarial valuation . .
Drocess approved and published by the statutory deadline

of 31 March 2020.
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Investments

Communications Governance

Administration Funding

Objectives

« To maximise the returns from investments within reasonable risk parameters.

« To ensure the Fund’s investments are properly managed before, during and after
pooling is implemented.

« Ensure investment issues are communicated appropriately to the Fund’s
stakeholders.
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Action

Review of asset

How will this be achieved?

Review of asset allocation;
Review of asset allocation as
part of the strategy &

Officer
managing
action

DfEPF & IM

Progress as at 31 March 2020

Complete for 2019/20

Fund Board and the services
supplied to it.

allocation structure deliberations at the ISC

strategy meetings.
Implement any | Implement any review of
review of investment allocation
investment arrangement; and implement any | DfEPF & IM | Complete for 2019/20
allocation decisions taken by the ISC in
arrangement light of the Asset Liability Study.

Annual review of Pension Fund

. Board; review of Pension Fund Complete for 2019/20

Annual review . .
of Pension Board mgmbershlp; and review DfEPF, CM | The PAB review, including TOR,
Fund Board the effectiveness of the Pension & IGAA | Membership and timings/number of

meetings has been completed.
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Administration

Communications Governance

Funding

Investments

Objectives

« Deliver a high quality friendly and informative service to all beneficiaries and
employers at the point of need;

« Ensure contribution income is collected from the right people at the right time in the
right amount;

« Ensure benefits are paid to the right people at the right time in the right amount; and

« Ensure the Fund employers are aware of and understand their roles and
responsibilities, and carry out their functions in line with legislation, guidance and the
Fund’s agreed policies and procedures.
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Officer
managing Progress as at 31 March 2020
action*

How will this be

achieved?

In progress:

To date 48,000 (32%) individual
scheme members have been

invited to use “Member online” of
whom 16,750 (35%) are utilising this
service.

Ongoing phased
implementation of
Implementation of UPM| UPM (administration

254 Employers have registered and
are using “Employer online”.

(administration system)| system); Member, SM : , :
Employer and Retire ‘Retlre Onllne. h&’IS gone live on
online. ‘Member Online’ where Deferred
LGPS members aged over 55 can
now run their own estimates and can
officially retire with no input from EPF
staff. Due to Deferred Pensions
Increase currently being run on these
members, figures will be available at
the next meeting.
Confirmation of GMP
entitiement; confirming
the GMP (Guaranteed
Confirmation of GMP Minimum Pension) Project complete and will now form
(Guaranteed Minimum | element of all scheme THM part of Business as Usual.

Pension) entitlement members’; and will
remain ongoing until
the project is
completed.
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Communications

N\ . Communications
- ) Governance
“ — :
’

-

Administration Funding

Investments

Objectives

« Communicate in a friendly, expert and direct way to our stakeholders, treating all our
stakeholders equally;

« Ensure our communications are useful and easy to follow;

« Deliver information in a way that suits all types of stakeholders including providing
more accessibility through greater use of technology;

« Aim for full appreciation of the pension scheme benefits and changes to the Scheme
by all the scheme members, prospective scheme members and employers.

How w_|II this be Offlcer . Progress as at 31 March 2020
achieved? managing action
Monitoring of the Complete.
Monitor Communications Policy;
Communications and the Communications THM The Communication Policy was
Policy Policy will be reviewed approved at the 4 March 2020
during 2019/20. PSB meeting.

*Officer Managing Action: DFEPF - Director for Essex Pension Fund; CM — Compliance Manager; IM — Investment
Manager; EM — Employer Manager; SM — Systems Manager; THM — Technical Hub Manager; and IGAA - Independent
Governance & Administration Adviser.
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Investment Strategy

Administration Funding

Each year the Investment Steering Committee (ISC)
reviews the performance of the Fund’s

Investment Strategy over the prior 12 months and
formulates its future strategy going forward. Central to
the review is the discipline of ensuring that the Fund’s
investment strategy remains consistent with the Funding Strategy and the Fund'’s
Investment Beliefs.

In the latter part of 2017, the ISC commissioned the Institutional Investment Advisers, Hymans
Robertson to undertake an Asset Liability Study as part of the review of the Fund’s Investment
Strategy following the 2016 Actuarial Valuation.

This highlighted that the level of investment return needed to meet the Actuary’s investment
assumption could continue to be met at a reduced level of risk.

In light of these findings the ISC has agreed in principle a series of measures which will see the
level of equities within the portfolio reduce from the current target of 60% to 50% in the first
instance and then 45% as suitable alternative investment opportunities arise over the next two to
three years.

The table below shows the strategic allocation and the desired target allocation as agreed at the
November 2017 ISC meeting that the Fund is moving towards.

Asset Class

Original Strategic Current Strategic Proposed Target

Allocation Allocation Allocation

Eies — [— so -

A triennial Actuarial Valuation was undertaken as at 31 March 2019 following the outcome of this
the ISC has commissioned that an Asset Liability Study be undertaken in the forthcoming year to
ensure that the current investment strategy and programme of implementation is still appropriate.

Portfolio Distribution at 31 March

The graphs below show the change in the Fund's actual portfolio distribution between the main
asset classes as at 31 March over the last two years.
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The following graph shows the proportion
of the Fund under management by Fund
Manager as at 31 March.
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= UBS Asset

Management 31 March 2020
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Investment Decisions

During the year the Fund continued to work with its partnering Funds in ACCESS and whilst no new
investments were made in any new ACCESS sub funds the Fund continues to explore with its
partnering Funds how best ACCESS can assist the Fund in implementing its investment

strategy.

Details of ACCESS activities during the year can be found in the ACCESS Annual Report
provided in the Introduction section of this report.

The following outlines key strategic decisions that the ISC have made during 2019/20 that have
helped shape both the strategic and actual portfolio allocations shown above. It also discusses
changes resulting from decisions made in prior years that have been implemented during 2019/20.

Equity

The Fund is a long-term investor and the investment beliefs contained within its Investment
Strategy Statement include the following statement: Over the long term, equities are expected to
outperform other liquid asset classes, particularly bonds.

In light of the outcome of the Asset Liability study undertaken in 2017/18 it was acknowledged that
the target allocation for equities of 60% was no longer appropriate and could be reduced as and
when suitable alternative opportunities arise.

The first phase of this reallocation was to trim the equity overweight position, redirecting to the
underweight bond allocation. This was undertaken during 2018/19 prior to Baillie Gifford and
Longview’s mandate being transitioned into the ACCESS Pool.

During 2019/20 the Fund continued to trim the mandate managed by Marathon by a further 3%
redeploying the cash to fund alternative allocations.

Largest 10 Equity Holdings of the Fund as at 31 March 2020
The table below shows the Funds top 10 equity holdings as at 31 March.

Market Value 31 March Proportion of the net
2020 assets of the fund
£m %

TATA CONSULTANCY 19.8 0.3
UNILEVER PLC 17.4 0.3
UNI-PRESIDENT ENTERPRISES 13.4 0.2
JOHNSON & JOHNSON 9.3 0.1
ORACLE CORPORATION 8.8 0.1
FOMENTO ECONOMICO MEXICANO 8.2 0.1
KOC HOLDING 8.1 0.1
ALPHABET INCORPORATED 8.0 0.1
BANCO BILBAO VIZAYA ARGENTARIA 7.7 0.1
TECH MAHINDRA 7.7 0.1
fotal [ 1084 | 15 |
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Bonds

The Active Cash plus bond mandates of M&G Alpha Opportunities and Goldman Sachs have
target allocations of 5.5% to each strategy. The Fund believes these mandates are useful in
terms of diversifying the equity allocation and managing asset volatility. The Committee in
2018/19 took the opportunity to top up both the Goldman Sachs and M&G mandates that had
fallen behind their targets using proceeds from rebalancing the Baillie Gifford global equity
mandate. During 2019/20 as part of the ongoing strategy to further continue to trim the equity
allocation by redirecting a further 1% to M&G Alpha Opportunities.

The Fund maintains a small (2%) allocation to Index Linked Gilts as part of passive providers
swing mandate. The mandate setup helps the Fund to maintain its overall strategic allocation as
the liquid nature of the asset class allows rebalancing to be implemented quickly and at low cost
to the Fund. In addition, it also provides some inflation protection to the Fund and are therefore
preferred to holding conventional gilts.

Property

Following the July 2018 annual review, the Committee recognised that the UK mandate currently
managed by Aviva may be limiting the Fund’s opportunity universe and that in order to capture
the wider opportunity set this could be achieved by an additional allocation to global property.
Following an OJEU procurement process the ISC appointed Partners Group. During 2019/20
Partners Group commenced building the portfolio; which held 235 properties as at 31 March
2020.

Over the last 18 months the property mandate managed by Aviva continued to be restructured.
Larger lot sized direct properties continue to be preferred with investment in indirect property
used strategically to complement and tap into attractive property opportunities that could not
otherwise be invested directly.

Over the last 18 months the property mandate managed by Aviva has struggled in the current
climate

In 2019/20 Aviva acquired two properties located in Manchester and Bath, both in the retail
space. Aviva also completed the sale of five smaller properties totalling c£44.5m.

More detail in respect of the Fund’s property portfolio is shown below.
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The first graph provides detail of the type of property in which the Fund invests whilst the second
table provides detail of the Fund's five largest direct properties held as at 31 March.

Market value at 31 March 2020
£m

M Retail

M Offices

Industrial /
Other

M Property Unit
Trusts

Market value at 31

e March 2020
£m
Industrial Canning Town Business Park, London 49.40
Industrial Orpington Gateway, Cray Avenue, Orpington, Kent 44.70
Offices 201 Deansgate, Manchester, Lancashire 35.10
Offices Kett House, Station Road, Cambridge 26.20
Industrial 734-736 Seven Sisters Road, London 23.60

Alternatives

The ISC continues to be a supporter of this asset class with ambition to target 10% of its
alternative allocation via a fund of fund approach and investing directly. The allocation is
diversified and split between three investment managers: Partners Group; JP Morgan and IFM
Investors.
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The ISC this year took great strides in reaching its target by taking the opportunity to top up each
of the three infrastructure managers by agreeing to allocate a further £60m to Partners Group
2020 vintage in order to maintain their allocation and a further 1.5% each to both IFM and
JPMorgan of which 50% of IFM commitment was drawn on 1 April 2020. Over the year good
progress has also been made in drawing down commitment to the various vintages.

Private Equity

The Fund has invested in this asset class for almost 20 years. As at 31 March 2020, the Fund’s
allocation continued to remain overweight, with the Fund targeting a strategic allocation of 4%.
This largely due to the positive point the Fund is within the J curve.

The Fund continued its commitment to investing in new private equity opportunities with agreeing
to make a further commitment of £50m invested during 2019/20 to maintain the 4% target
allocation to this asset class. The Fund is currently in a position where new commitments are
now funded via its positive net cashflow position. Four new partnerships were invested in during
the year taking the number of active private equity partnerships to ninety-three.

Currency

The Fund has a substantial exposure to overseas currencies given the global nature of many of
the assets in which it invests. The Fund manages its currency exposure via investing in hedged
versions of the regional index funds managed by its passive provider, UBS Asset Management.
The ISC are currently keeping this under review.

Timber

Like infrastructure, the Committee also revisited this asset allocation during the year. Due to the
swift deployment of getting the funds committed into the ground over the last few years the Fund
was able to maintain its allocation of 2%. As a consequence, it was agreed that the strategic
allocation to timber be increased to 4% of the Fund by further increasing the target allocation of
the existing manager, Stafford Capital Partners. The ISC took the opportunity to commitment at
its February 2020 meeting £100m to Stafford’s IV Fund. It is anticipated that the IV Fund will
commence drawdown of the commitment in in the first half of 2020/21. At the end of the year only
3% remained unfunded of the original commitments.

Private debt

Alcentra was appointed in 2014/15 to manage a private debt mandate. The Fund invests mainly
via direct lending funds with a small allocation to Alcentra’ s Global Multi Credit Solution Fund.

The direct lending funds have made steady funding progression during the year. The ISC as part
of its de-risking programme are due to look at this asset class in the forthcoming year and is
working with its ACCESS partners to seek potential solutions.
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The investment performance of the Fund Managers is reported on a quarterly basis to the
Investment Steering Committee (ISC). The Fund Managers submit reports and valuations for this
purpose and meet at least annually with the Committee and/or its Officers and Adviser to make
oral presentations and to answer questions.

Fund Managers are required to provide performance information to Northern Trust, who assess
the rate of return achieved and provide performance reports that are for consideration by the ISC.

Total Fund Performance

The graph below shows the relative performance of the Essex Pension Fund. The overall return
on the Fund for 2019/20 was -4.8% compared to the customised benchmark of -3.8%.
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The below table shows the long term performance of the Fund and the variation against the

benchmark.
7 -
8.0 8.0
7.0
6.4 6.4
6.0
47
50
36
4.0
3.0 23
2.0
1.0
0.0
3 YEARS 5 YEARS 10 YEARS
B Essex Fund % M Benchmark %
L )

Returns by Asset Class
The analysis set out below shows the returns by asset class over the last 5 years:

UK Equities Overseas Equities

6.1 48
e | B

04

3 Years 5 Years 3 Years 5 Years

B Essex Fund % W Benchmark %
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Returns by Asset Class
The analysis set out below shows the returns by asset class over the last 5 years:

Bonds Index Linked Bonds :

data unavailable for 3 and 5 years

30
23

3 Years

B Essex Fund % M Benchmark %

-2.3

1 Year 3 Years

B Essex Fund % W Benchmark %
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Equity and bond performance by fund manager

The following graphs show the performance of each Equity and Bond mandate compared to their
benchmark for the year ended 31 March 2020

Equity Managers
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