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IN A If you need this document in large print, audio, Braille,
TRAN alternative format or in a different language please call
:' 01603 222824 or email pensions@norfolk.gov.uk and

communication for all we will do our best to help.

We have referred to several documents in this report that are available online.

If you are unable to access any of these documents, or would like a hard copy,
please don’t hesitate to contact us on 01603 222824 or email
pensions@norfolk.gov.uk.
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Introduction

As Chairman of the Norfolk Pension Fund Committee, and on behalf
of my fellow committee members, | am pleased to introduce the
2022-2023 annual report and accounts.

As stewards of the Norfolk Pension Fund, on behalf of its nearly
100,000 scheme members and 425+ employers, the Norfolk Pension
Fund remains focussed on our priorities of supporting our scheme
members and employers through continuing challenging times,
ensuring we continue to discharge our fiduciary duties towards them
and to ensure that benefits are paid as they fall due now and in the
future, whilst continuing to meet our evolving regulatory
responsibilities and best practice requirements.

Judy Oliver
Chairman,
Pensions Committee

Our refreshed Mission Statement captures this commitment, ‘To
manage the Norfolk Pension Fund efficiently, effectively and fairly on behalf of our
stakeholders so that pensions benefits are paid as they are due’.

The Norfolk Pension Fund is committed to the highest standards of governance and
performance. My fellow Committee Members and Fund Officers actively engage with
advisers and work with colleagues in other Funds and Pools, the Scheme Advisory Board,
The Pensions Regulator and the Pensions and Lifetime Savings Association, to make a
positive contribution to national debate and reform, to strengthen strategic governance,
decision making and accountability across the LGPS, and to ensure that we maintain
proper arrangements and structures so that we and other LGPS Funds can continue to
discharge our responsibilities and fiduciary duties to beneficiaries and employers. This also
means we will carefully review proposed changes in government policy relating to pension
funds to ensure that we continue to discharge those fiduciary duties.

The average pension in payment at the Norfolk Pension Fund remains around £5,000 p.a.,
reflecting the scheme membership, in large part female and part time, with many lower
paid employees engaged in delivering important public services on behalf of local
government.

The cost of living challenges experienced in the last year reminds us how important
membership of the LGPS is for scheme members, offering them the stability of a reliable
and inflation-linked income in retirement. Alongside this, we recognise that membership is
a very significant financial commitment for scheme members, investing during financially
challenging times today for their future financial security.

We continue therefore to provide resources to support scheme members in understanding
their LGPS pension arrangements to help them make well informed decisions, including
highlighting the wider benefits of membership such as ill health cover and the flexibility of
the 50-50 option. We do this directly with scheme members through face-to-face Pension
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Clinics and member helplines, newsletters, benefit statements and our website; and
indirectly by working closely with employers to ensure they have the resources and
information they need to support their employees. We continue to offer scheme members
a combination of ‘traditional’ and digital options, giving members the choice of how they
want to engage with us.

Since successfully transitioning to ‘working from home’ during the pandemic, the Norfolk
Pension Fund has established an effective and efficient hybrid working model, offering the
benefits of flexible working whilst still clearly focussed on the high standards we set
ourselves.

Once again, we are grateful for the support of our employers as we work in partnership to
ensure that pensions-related issues are identified, understood and addressed as early as
possible, that all regulatory and operational requirements are met and that scheme
members are effectively supported. We continue to work closely with employers to ensure
that service improvement opportunities are identified and realised.

Following substantial increases in the value of our investments over the last two financial
years, 2022-23 was marked by bouts of financial market volatility. However, these
ultimately resulted in little movement in the overall value of investments. Markets
continue to be concerned with geopolitical risk, potential economic downturn, the spectre
of inflation and interest rates at levels that have not been seen for many years. That said,
our diversified portfolio remained resilient, and our total assets were down by less than
one percent over the year to 31 March 2023.

The 31 March 2022 valuation exercise provided a whole fund snapshot solvency position of
106% (99% at 31 March 2019). Whilst funding positions can be extremely volatile, this is
the first formal valuation since 2001 when the Fund has been able to report an above
100% funding level. Whilst funding positions have improved in general, some employers
nonetheless experienced upward pressure on employer contribution rates, reflecting the
different circumstances of employers within the Fund. The Fund operates four investment
strategies to support the different requirements of employers and we continue to work
closely with employers to understand and reflect their individual circumstances.

Whilst never losing sight of the purpose of the Fund to pay pensions, we take our
environmental, social and governance (ESG) responsibilities seriously with documented
policies and reporting of voting, engagement and climate risk measurement. This is
consistent with a long-term approach to investment.

We continue to be an active participant in the ACCESS Pool. As at the 31 March 2023, the
total value of our assets directly pooled or considered under pooled governance was

£2.6 billion. The total savings because of pooling for this Fund were £1.4 million during the
last financial year. ACCESS continues to focus on illiquid assets, and we expect to bring the
benefits of pooling to our alternative asset portfolios in areas including private equity,



infrastructure and private debt. During the current financial year, we will commence the
Real Estate transition to the ACCESS pool of up to £475 million.

As hosts of the National LGPS Frameworks we are also pleased to continue to support and
develop this national LGPS collaboration facilitating efficient, timely access to professional
services for Pools and Funds across the LGPS.

May | take this opportunity to record my sincere thanks to all my colleagues on the
Pension Committee, to the Pensions Oversight Board and to our external advisors for their
commitment and support over the last year. On behalf of my colleagues on the
Committee, the Board and Fund Officers may | also record our grateful appreciation for the
dedicated and wise counsel of Councillor Alan Waters, who stepped down earlier this year
after many years of service to the Norfolk Pension Fund and the LGPS, having also served
as Chair of the LGPC.

And finally, and most importantly, on behalf of all my colleagues may | record our grateful
thanks for the excellent work and commitment of the Norfolk Pension Fund team.

rA(H—-—-\‘:‘ﬁ . \C_}j\f&f\

Clir Judy Oliver
Chairman of the Pensions Committee



The Local Government Pension Scheme

The Local Government Pension Scheme (LGPS) is a statutory pension scheme.
This means that it is very secure as its benefits are defined and set out in law.

Under regulation 57 of The Local Government Pension Scheme Regulations 2013, all LGPS
Funds are required to publish an Annual Report.

This document is the Annual Report of the Norfolk Pension Fund for 2022-23.
The LGPS in England and Wales
e The LGPS is one of the largest public-sector pension schemes in the UK

e |tis a nationwide pension scheme for people working in local government or for
other types of employer participating in the scheme

e The LGPS is administered locally by 86 regional pension funds — one of which is the
Norfolk Pension Fund

e |tis afunded scheme, which means that the fund income and assets are invested to
meet future pension fund commitments

e Benefits are defined and related to members’ salaries and years of service, so they
are not dependant on investment performance

e The scheme is regulated by Parliament

The LGPS in England and Wales changed on 1 April 2014. It is now a ‘Career Average’
scheme for benefits built up from 1 April 2014. All benefits built up before this date are
protected as ‘Final Salary’. For more information visit www.norfolkpensionfund.org or
www.lgpsmember.org.

l S Local Government
Pension Scheme
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Contact Us

General enquiries about this document: Alex Younger
Head of Funding and Investment

Tel: 01603 222995
Email: alexander.younger@norfolk.gov.uk

The Pension Administration Team offer dedicated helplines, operated by experienced staff.
The team can help with all aspects of scheme membership and benefits for active,
deferred and retired members.

General enquiries: 01603 495923
Retired members helpline: 01603 495788
Email: pensions@norfolk.gov.uk
Post: Norfolk Pension Fund
County Hall
Martineau Lane
Norwich
NR1 2DH
Opening hours: Monday to Friday, 8.45am — 5.30pm

(4.30pm on Friday)

Website: www.norfolkpensionfund.org
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Scheme Management and Advisers

Administering Authority:

Scheme Administrator:

Norfolk Pension Fund Officers:

Asset Pooling:

Legal Advisors:
Fund Custodian:
Fund Actuary:
Investment Advisor:

Fund Managers:

Norfolk County Council (NCC)
County Hall

Martineau Lane

Norwich

NR1 2DH

Simon George, Executive Director of Finance and
Commercial Services (NCC)

Glenn Cossey, Director of the Norfolk Pension
Fund

Alex Younger, Head of Funding and Investment
Jo Quarterman, Head of Governance

Debra Keeling, Pensions Manager - from 1 March
2023

Mark Alexander, Pensions Manager —to
28 February 2023

Norfolk Pension Fund participates in ACCESS

(A Collaboration of Central, Eastern and Southern
Shires), an investment asset pool of eleven
Administering Authorities under an
Inter-Authority Agreement which facilitates joint
working between the ACCESS authorities and a
Joint Committee, made up of one elected
councillor from each authority, which provides
governance oversight.

Link Fund Solutions Ltd acts as the regulated
Operator for ACCESS.

nplaw (Norfolk Public Law)
Northern Trust

Hymans Robertson LLP
Hymans Robertson LLP
abrdn Capital Partners LLP
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Bankers:
Fund Auditor:

Performance Measurement:

AVC Providers:

Aviva Investors

Capital International Limited
Equitix

Goldman Sachs Asset Management (to Oct 2022)
HarbourVest Partners

Insight Investment Management
Janus Henderson Investors

JP Morgan Asset Management

La Salle Investment Management
Link Fund Solutions

M&G Investments

Pantheon

Stafford Capital Partners

UBS

Barclays Bank
EY

Portfolio Evaluation Ltd

Clerical Medical

Prudential

Utmost Pensions (formerly Equitable Life) - legacy
only

11



National Representation and Involvement

Our officers, and elected Members on the Pensions Committee, work closely with the
Department for Levelling Up, Housing and Communities (DLUHC) and The Pensions
Regulator (TPR) (the scheme regulators), the Scheme Advisory Board (SAB) and the Local
Government Pensions Committee (LGPC), to contribute to the development of the LGPS.

Councillor John Fuller (Norfolk Pension Fund Pensions Committee Member) sits on the
Local Government Pensions Scheme Advisory Board representing non-administering
authorities. The Scheme Advisory Board advises the Secretary of State on LGPS matters.

Councillor John Fuller and Councillor Alan Waters are members of the Local Government
Pensions Committee (LGPC).

Norfolk Pension Fund is represented at the Chartered Institute of Public Finance
Accountants (CIPFA) Pensions Network and Benchmarking Group.

Norfolk Pension Fund is a member of the Pensions and Lifetime Savings Association (PLSA),
which helps us contribute to the national pensions’ debate.

Norfolk Pension Fund is a member of the Local Authority Pension Fund Forum (LAPFF). The
LAPFF was established to help local authority pension funds share information and ideas
about how we can be responsible owners of the companies in which we invest and to
present a clear, alighed voice on issues of common concern.

Along with other senior officers, Debra Keeling (Norfolk Pension Fund Pensions Manager),
is a member of the South Eastern Counties Superannuation Officers Group (SECSOG). The
group is made up of administering authorities in the region who meet to share information
and best practice, ensuring uniform interpretation of the rules governing the scheme.

Norfolk Pension Fund actively engages with supplier forums, including the Heywood
Administration CLASS (Computerised Local Authority Superannuation Scheme) and payroll
system user groups.

Norfolk Pension Fund officers attend and speak at seminars and conferences, with the

purpose of continuing their professional development, maintaining knowledge levels and
contributing to the development of the LGPS and the wider pensions industry.
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Risk Management

Norfolk Pension Fund maintains a Risk Register and Business Continuity Plan, which are
regularly monitored, reviewed and updated.

e The Fund’s management team monitor and maintain the Risk Register and the
Business Continuity plan

e The Business Continuity plan is regularly exercised

e All risks are evaluated and monitored considering their likelihood and impact, with
any mitigating action taken as necessary

e All Pensions Committee and Local Pension Board meetings include an update on
Risk Management

e Risks are categorised under the headings of Governance, Benefits Administration,
and Investment and Funding

e The Fund’s approach to Investment Risk is further set out in the Funding Strategy
Statement which is available on our website at
www.norfolkpensionfund.org/about/governance-and-investment/investment-and-
stewardship/

e Hymans Robertson LLP provide advice and support to both the Pensions Committee
and Fund Officers

e Further information on the nature and extent of risks arising from financial
instruments is detailed in note 18 of the Statement of Accounts that accompanies
this report

e Third party risks (e.g. payments of contributions) are robustly monitored. Assurance
over third party operations is provided by obtaining and reviewing formal third-
party Internal Control reports prepared under the appropriate audit regime or
appropriate certification

e An on-going framework of inspection and review by the Fund’s internal auditors
(Norfolk Audit Services) and external auditors supports and assists with the
management of risks
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Internal Controls

Internal Control reports are reviewed on a rolling basis with any material issues reported
to the Pensions Committee on an annual basis. Fund managers marked with an asterisk
submit only a part Internal Control report. Assurance for these managers is gained via a
separate internal procedure.

Fund Manager Report Type Review completed
abrdn Capital Partners LLP ISAE3402/AAF 01-20 Yes
Aviva Investors ISAE3402/AAF 01-20 Yes
Capital International Limited SSAE18 Yes
Equitix* Internal Control Yes
Goldman Sachs Asset Management SOC1 Yes
HarbourVest Partners SOC1 Yes
Janus Henderson Investors ISAE3402 Yes
HSBC ISAE3402 Yes
Insight Investment Management SSAE18/ ISAE3402 Yes
J.P. Morgan Asset Management SOC1 Yes
LaSalle Investment Management ISAE3402/AAF 01-20 Yes
Link Fund Solutions ISAE 3402 Type Il Yes
M&G Investments AAF 01-20 Yes
Mondrian Investment Partners SSAE18/ ISAE3402 Yes
Northern Trust SOC1 Yes
Pantheon SSAE18/ ISAE3402 Yes
Stafford Capital Partners ISAE3402 Yes
UBS SOC1 Yes

AAF — Audit and Assurance Framework

ISAE — International Standard on Assurance Engagements
SOC - Service Organisation Controls

SSAE - Statement on Standards for Attestation Engagements

* Equitix do not produce an internal controls report. A mechanism to review internal

controls has been developed and agreed between the Fund and this manager pending
further discussion around production of an industry standard report.
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Internal Audit Testing

The Pension Fund is subject to internal audit scrutiny.

The audit universe is set out in the audit plan which is reported to and agreed by Pensions
Committee on an annual basis. All audits during 2022-23 received an “Acceptable” (Low
priority Findings) opinion.

Audit Universe Testing Frequency
Governance and Strategy 1 to 3 audits annually
Admin Processes and Systems 2 to 3 audits annually
Investment Management 1 to 2 audits every year

Receivables (incl. Employer and

Audited every 2 years
Employee contributions) yay

Member benefit payments Audited every 2 years.
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Financial Performance

Revenue and Fund Account

The Norfolk Pension Fund prepares an Annual Budget which is reviewed and approved by
the Pensions Committee and monitored by the Pension Fund Management Team. Details
of the expenditure incurred during 2022-23 are provided in the Statement of Accounts
section accompanying this report.

A summary budget and outturn for 2022-23 for Fund Administration, Oversight and
Governance is shown below. The net underspend mainly relates to the Fund’s project
budget where the phasing of spend is variable and dependant on project timelines.

Budget Actual Net
Underspend
£000 £000 £000
2022-23 Fund Administration Costs 4,258 3,386 872
2021-22 Fund Administration Costs 3,645 3,189 456

Key Fund income and expenditure items are detailed below and lifted from the Revenue
and Fund Account in the Statement of Accounts section accompanying this report. Fund
receivables and payables are reconciled and monitored on a monthly basis.

Investment Income, expenditure, profit and losses on disposal of investments and changes
in the market value of investments are processed by the Fund’s custodian bank and
reported to the fund on a monthly basis. The Fund was net cashflow negative from
dealings with members and including Fund Management Expenses. However, the Fund
was cashflow positive after including investment income.

Extract from the Revenue and Fund Account 2021-22 2022-23
Actual Actual
£'M £'M
Fund Receivables (contributions and Transfers In) 177.6 196.6
Fund Payables (benefits and Transfers Out) -167.7 -167.7
Management Expenses -26.8 -31.4
Net additions/withdrawals from dealings with members Including -16.9 -2.5
Fund Management Expenses
investment Income (less Taxation) 69.6 76.1
Profit and losses on disposal of investments and changes in the market 332.3 -106.1
value of investments
Net increase/decrease in the net assets available for benefits during 385.0 -32.5
the year
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There were no notifiable late payments of contributions by scheme employers during
2022-23. All contributions outstanding at 31 March 2023 were collected within statutory
timeframes.

Net Asset Statement

The net investment assets and liabilities held by the Fund are detailed below and lifted
from the Net Asset Statement in the accounts section accompanying this report. With the
exception of direct property, all investment assets and liabilities are held in safe custody
and reported through the Fund’s custodian bank. Investment data is submitted monthly to
the Fund and monthly accounting records maintained.

2022-23 Pooled and Freehold Overseas Total
Property, Private
Equity, Derivatives &

Cash

£000 £000 £000

Fixed Interest Securities
Public sector quoted 59,970 59,970

Pooled Funds

Unit trusts 159,693 159,693
Unitised insurance policies 116,250 116,250
Other managed funds 2,988,750 567,140 3,555,890

Pooled and Freehold
Property, Private Equity &

Derivatives

Pooled property 462,996 462,996
investments

Private equity 450,517 450,517
Direct property 1,046 1,046
Forward currency 7,029 7.029
contracts

Cash deposits 48,546 48,546
Amounts receivable for

sales/ Amounts payable for 0 0
purchases

Net investment assets 970,134 3,324,663 567,140 4,861,937
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2021-22

Fixed Interest Securities
Public sector quoted

Pooled Funds
Unit trusts

Unitised insurance policies

Other managed funds

Pooled and Freehold

Property, Private Equity &

Derivatives
Pooled property
investments
Private equity
Direct property
Forward currency
contracts

Cash deposits
Amounts receivable for

sales/ Amounts payable for

purchases
Net investment assets

Pooled and Freehold
Property, Private
Equity, Derivatives &

Cash

£000

521,833

414,125
1,046

-5,295

36,160

5,016

972,885

65,047

195,909
310,701
2,754,638

3,326,295

Overseas Total

£000
65,047
80,332 276,241
310,701

511,658 3,266,296

521,833

414,125
1,046

-5,295

36,160

5,016

591,990 4,891,170

Further commentary on the movements in assets and liabilities are discussed in the

following Investment Policy and Performance section.
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Funding Arrangements

Full details of the Fund’s funding arrangements are detailed in Note 19 in the Statement of
Accounts section accompanying this report. The table below summarises the whole Fund
primary and secondary contribution rates at this triennial valuation. The primary rate is the
payroll weighted average of the underlying individual employer primary rates and the
secondary rate is the total of the underlying individual employer secondary rates (before
any pre-payment or capitalisation of future contributions), calculated in accordance with
the Regulations and CIPFA guidance.

2022 Valuation

Primary rate (% of pay) Secondary rate

1 April 2023 - 31 March 2026 2023-24 2024-25 2025-26

22.4% £12,219,000 | £11,597,000 | £10,947,000

2019 Valuation

Primary rate (% of pay) Secondary rate

1 April 2020 - 31 March 2023 2020-21 2021-22 2022-23

19.5% £29,020,000 | £30,689,000 | £32,182,000

A list of contributing employers can be found at Appendix | in the Statement of Accounts
section accompanying this report. The amount of contributions received from each
organisation during the year split between employees and employers is shown below.

2021-22 2022-23

£000 £000
Employers — normal 133,823 145,201
Employers — special 70 0
Employers — strain 824 1,564
Members — normal 34,527 37,797
Members — purchase of additional scheme benefits 566 396
TOTAL 169,810 184,958
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By Employer Type

2021-22 2022-23

£000 £000
Administering authority 72,799 79,513
Other scheduled bodies 78,252 87,659
Community admission bodies 4,350 4,495
Transferee admission bodies 2,592 2,652
Resolution bodies 11,817 10,639
TOTAL 169,810 184,958

The late pay over of employee and employer contributions is monitored for reportable
breaches in accordance with Fund policy. In addition to monthly reconciliation and
monitoring of contributions, compliance with breaches policy is reported quarterly to
Pensions Committee. All contributions outstanding at 31 March have now been received.

Pension Overpayments

The tables below analyse the pension overpayments, recoveries, any amounts written
off and the results of participation in National Fraud Initiative (NFI) exercises (data
matches, overpayments identified, actions taken, etc).

Number of Pension Overpayments 264
Number of Recoveries by Invoice 181
Number of Recoveries from Spouse 83
Total Recoveries 264
| Number/Amounts of Recoveries Written Off 13 £1,940.04 \

The National Fraud Initiative (NFI) runs every two years. The NFl initiative in 2022-23
identified 159 deaths within our data set with four of these deaths not being identified
through the Fund’s processes and all but two of these are resolved.

Number of Pension Overpayments 190
Number of Recoveries by Invoice 143
Number of Recoveries from Spouse 47
Total Recoveries 190
| Number/Amounts of Recoveries Written Off 9 £2,254.62
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The National Fraud Initiative (NFI) runs every two years. The NFl initiative in 2020-21
identified 152 deaths within our data set and all but one of these deaths had been
identified through the Funds processes and is resolved.

The National Fraud Initiative (NFI) runs every two years. For the year in between NFI

Life Certificates are sent out to overseas pensioners and UK members over the age of
92.1n 2021-22, 1,043 Life certificates were sent out and 44 were un-returned.
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Investment Policy and Performance Report

Fund Performance Review for the year 2022-23

Introduction

The Administering Authority invests the Fund in compliance with the Local Government
Pension Scheme (Management and Investment of Funds) Regulations 2016. The Fund’s
investment advisor is Hymans Robertson LLP.

During 2022-23 fifteen external investment managers directly managed the Fund’s assets:

e LaSalle (property)

e Link Asset Services (UK and overseas equities and multi-asset credit) — ACCESS pool
operator

e Capital International (emerging market and high yield debt)

e Pantheon (global infrastructure)

e Goldman Sachs Asset Management (absolute return fixed interest — to October
2022)

e HarbourVest (North American, European, global secondary and Asia Pacific focused
private equity, private debt and secondary real assets)

e Insight (UK Government debt & securitised debt)

e Janus Henderson (fixed income, absolute return fixed income and multi-asset credit)

e MR&G —including Infracapital (absolute return fixed income, distressed and private
debt and European infrastructure)

e Equitix (UK infrastructure)

e abrdn Capital Partners (European and global secondary private equity)

e UBS (UK equities - passive)

e Stafford (overseas timberland)

e Aviva Investors (UK infrastructure)

e JP Morgan (global infrastructure)

The global custodian is Northern Trust.

The asset allocation has evolved over the year as the Fund has continued to provide
further funding to its enhanced yield portfolios particularly the illiquid long-term assets.

Three direct property assets are managed internally. Most of the cash holdings are swept
to AAA rated money market funds managed by Northern Trust (the global custodian).

Insight and Berenberg Bank are employed to dynamically hedge the main overseas
currency exposures arising on the overseas equity holdings.
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Manager Changes

During the year additional commitments were made to the Fund’s private markets
programs (private equity, debt and infrastructure). These commitments are designed to
maintain the strategic allocation to these assets. The UBS mandate (UK passive) was
reduced and an additional global equity mandate was funded on the ACCESS (LINK)
platform. Goldman Sachs was removed as an asset manager during the period.

2022-23 Investment Results

The overall story of investment return for 2022-23 is one of slightly negative returns in the
main investment strategies used by the employers that participate in the Fund. As a result,
the overall valuation of the Fund is slightly down compared with the last financial year end.
Strategy performance has very much been driven by the level of growth assets in the
strategic benchmark e.g., the returns were higher in the strategies containing a higher
proportion of risk/growth assets. The largest falls in valuation having occurred in real
estate, government debt and other fixed income markets with exposure to rising interest
rates and inflation. The returns for each of the strategies is shown below against their
relevant CPl based benchmarks. Strategy 3 is designed to closer match the liabilities of
ceased employers. As a consequence, as financial market factors have resulted in a fall in
the fall of those liabilities, there has been a substantial fall in the value of the associated
assets.

Benchmark
return to
31 March

2023*

One-year

return to

31 March
2023

Three-year
benchmark

Three-year

Benchmark
return

Strategy

1 -1.1% 13.3% | CPIplus 2.9% | 33.9% (10.2% pa) | 29.3% (8.9% pa)
2 -0.9% 13.6% | CPIplus3.2% | 39.4% (11.7% pa) | 30.4% (9.2% pa)
3 -21.0% 10.3% | CPIplus 0.2% | -20.4% (-7.3% pa) | 19.3% (6.1% pa)
4 -2.6% 12.9% | CPIplus 2.5% | 3.3%** (1.6% pa) |27.8% (8.5% pa)**

* Based on CPl measure to March 2023 of 10.1% (Consumer price inflation, UK - Office for
National Statistics) and geometric addition for benchmark figure
** Since inception in April 2021

Details of the strategy components are provided in the Funding Strategy Statement. The
inception date for the multi-strategy approach was 1 July 2017. The agreed fourth strategy
was funded at the start of May 2021. Strategies are now ahead of their benchmark returns
since the inception of the multi-strategy approach in 2017.

As may be expected in a diversified portfolio, the performance of the individual fund
managers was mixed over the last twelve months.
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The strongest absolute returns came from the private equity portfolio, which performed
substantially better than quoted equity portfolios. This has been supported by strong cash
returns. Property returns were ahead of the benchmark although overall valuations fell
sharply. The approach to managing property exposure is being reviewed as part of the
development of the ACCESS pool and we are working to develop plans to transition these
assets over the next few years. With the exception of the passive UK mandate and
Mondrian (LINK), the public equity portfolios lagged their benchmarks. The best absolute
performance came from the Mondrian (LINK) value equity mandate and the passive UK
mandate. On longer term metrics Fidelity (LINK) and Capital (LINK) remain ahead of
benchmarks. The other active managers have performance closer to their

benchmarks. During the fourth quarter of the financial year the exposure to UK equities
(UBS) was reduced and a further global equity mandate on the ACCESS (LINK) platform was
funded. This mandate is Paris aligned i.e. its management is consistent with the objectives
of the Paris Agreement on climate change mitigation, adaption and finance. In the short
period to the end of the financial year this mandate had performed broadly in-line with its
global market benchmark.

In fixed income those strategies with duration (interest rate exposure) have lost significant
value as rates have increased. Elsewhere in the liquid fixed income space the assets have
held up well and delivered marginally positive returns in all cases.

It remains too early to comment on the long-term performance of the infrastructure and
real asset appointments, but funding activity has been strong which will allow this to
become a significant component of the investment strategy going forward. Early
performance remains extremely encouraging, which has helped support overall fund
returns in what has been a challenging year for investors.

The Pensions Committee and its advisors remain committed to taking a long-term view of
asset manager performance. In practice this means a period of at least five years while
monitoring closely the stability of the business, its people and processes.

The Fund has continued to make funding commitments across its private market
allocations. The ACCESS pool has now commenced work on implementing pooling
solutions for illiquid assets. The Fund expects to make use of these arrangements in future
years.

The Fund has continued to receive six-monthly climate risk monitoring. A public summary
of this information is published after consideration by the Pensions Committee.

Ultimately, strategic asset allocation policies will have a greater impact on Fund
performance than the ability of individual investment managers to deliver performance in
excess of their benchmarks.

It is important to consider the risk framework in which the investment results are
achieved. If the Fund takes more risk in its asset allocation decisions, it offers the potential
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for higher returns, but it also increases the uncertainty of the outcome potentially
increasing the changes of a negative downside.

The Fund is committed to ongoing review of its asset allocation and achieving an
appropriate balance between risk and reward. While the Fund is a long-term investor of
capital through investment cycles, it is also committed to holding investment managers to
account for the results they achieve.

Triennial Valuation

The triennial valuation of the Fund at 31 March 2022 was completed during 2022-23 in
accordance with regulatory requirements. The valuation showed an improvement in the
overall funding position to 106% (equivalent to a surplus of £289 million at the valuation
date (£28 million deficit at 31 March 2019 (funding level 99%)). The estimated funding
level at 31 March 2023 has risen but remains within the expected range of actuarial
outcomes used when setting contribution rates for long-term participating employers. This
represents a continued improvement in the funding position.

A full 2022 Triennial Valuation report, including formal actuarial commentary, is available
on our website at www.norfolkpensionfund.org.

The Formal valuation of the Fund is at 31 March 2025, which will set employer
contribution rates for the period 1 April 2026 to 31 March 2029.
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Market Review of Global Financial Markets — one year to 31 March 2023

Equities

Global stocks fell over the 12 month period, pressured by rising interest rates, slowing
economic growth and extreme inflationary pressures not seen since the 1980s. Several key
benchmark indices fell into bear market territory at times. Late in the period, signs that
inflation may have peaked in the US, Europe and elsewhere sparked a rally that erased
some of the losses.

All but two sectors declined in the MSCI All Country World Index. Real estate,
communication services and consumer discretionary stocks suffered the biggest losses.
Amazon, Tesla and Alphabet — companies that led the last bull market — were among the
largest detractors. Although, these stocks also rallied strongly in the first quarter of 2023,
which somewhat offset share price falls over 2022. Energy stocks were supported amid
higher oil and gas prices.

1 year to March 2023

u.S. Local
Equity index returns (%) dollar currency
S&P 500 -7.7 -7.7
MSCI ACWI -7.4 -5.6
MSCI ACWI ex USA -5.1 -0.1
MSCI World -7.0 -5.5
MSCI Emerging Markets -10.7 —6.6
MSCI EAFE -1.4 3.8
MSCI Europe 14 5.0
MSCI Pacific -6.0 2.2

Source: RIMES

Fixed income

Bonds also fell in the face of higher inflation. The Bloomberg US Treasury Index lost 4.5% in
one of the worst bond market routs in history, although posted positive returns in early
2023. The Federal Reserve and European Central Bank, among others, aggressively raised
interest rates in an attempt to bring consumer price increases back to a target of roughly
2%, down from 7% to 10% in many economies.

In foreign exchange markets, a strong US dollar grew stronger for much of the period,
particularly as the Fed raised rates at a faster pace than some other central banks. At the
end of the period, the dollar posted gains of 6.5% and 9.7% against UK sterling and the
yen, respectively.
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1-year

to Exchange rates 1-year to

March March

Fixed income index returns (%) 2023 (% change vs. USD) 2023
Bloomberg US Aggregate -4.8 Euro -2.4
Bloomberg Global Aggregate -8.1 Japanese yen -8.8
Bloomberg US Corp IG -5.6 British pound -6.1
Bloomberg US Corp HY -3.4 Canadian dollar -7.7
JPM EMBI Global Diversified -6.9 Australian dollar -10.8
JPM GBI-EM Global Diversified -0.7 Swiss franc 0.7

Source: RIMES. Returns are in USD.

North America

Persistently high inflation and aggressive rate hikes stoked recession fears that weighed on
US equity markets. The S&P 500 Index entered bear market territory in 2022, but stocks
posted strong returns in the first quarter of 2023 as the Federal Reserve slowed its pace of
interest rate increases and inflation continued to soften. The information technology and
communication services sectors led the rally, while the energy sector lost ground Q1
following a 66% gain in 2022.

Inflation hit its highest level in 40 years when the Consumer Price Index (CPI) rose 9.1%
year-over-year in June 2022, but moderated to 6% year-over-year by February 2023.
Shelter costs were a significant contributor with an 8.1% increase. The Fed raised interest
rates by 25 basis points at its March meeting, its ninth consecutive rate hike. Policymakers
sustained the inflation fight despite concerns that stress in the banking sector following
the failure of Silicon Valley Bank could tighten credit availability and push the economy
into a recession.

Economic growth slowed. Gross domestic product (GDP) growth fell to an annualized 2.7%
in the fourth quarter of 2022 from 3.2% in the prior quarter due in part to weaker
consumer spending. The labour market remained strong, with more than 800,000 jobs
added in January and February combined. Wage growth cooled, however, supporting
market expectations of a more dovish turn for the Fed.

Growth stocks experienced the sharpest declines in 2022, including several tech giants that
had been market leaders over the last decade. With the cost of capital rising, investors
penalized companies struggling with consistent profitability or declining growth. Shares of
Meta Platforms, Tesla, Netflix and Amazon were particularly hit hard. However, these
stocks tended to lead the rally in early 2023 less-aggressive monetary policy brought
growth stocks back into favour.

The failure of Silicon Valley in March 2023 put pressure on the financial sector in general,
and in particular, US regional banks at the end of the period. First Republic plunged even as
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a consortium of banks deposited $30 billion to support its liquidity. Fallout from the crisis
rattled investors in Charles Schwab and Truist Financial.

Energy was the top performing sector over the period as crude oil prices spiked in March
2022 after Russia’s invasion of Ukraine upended global oil flows. However, into 2023, the
sector dipped amid declining oil and natural gas prices, higher production costs and
softening demand.

S&P 500 returns (1-yr to Mar 2023)

Energy - 179 U.S. Treasury yield curve
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Source: Bloomberg. The x%-axis represents Treasury maturities
Source: Factset (yearz) The y-axis represents the U 5. treasury vield (%)
Europe

European stocks posted gains despite record-high inflation, rising interest rates and
Russia’s invasion of Ukraine all acting as headwinds on the eurozone economy. In early
2023, worries about the health of the European banking system pressured markets while
political uncertainty also weighed on sentiment amid contentious leadership changes in
Italy and the United Kingdom.

Reacting to inflation data, the European Central Bank (ECB) moved aggressively over 2022
to raise interest rates for the first time since 2011. Starting in July, ECB officials hiked rates
at every policy meeting, ending an era of negative interest rates in Europe. Despite fears of
a war-induced recession, ECB officials argued that rates must continue to move higher as
consumer prices increased across the eurozone.

Following the collapse of Silicon Valley Bank in the US, contagion fears spread to several
European financial institutions. Credit Suisse nearly went under before the Swiss
government stepped in to shore it up and ultimately arranged an emergency acquisition.
On March 19, Swiss banking giant UBS agreed to buy Credit Suisse for more than $3 billion.

Energy and consumer discretionary stocks led markets higher. The energy sector generated
strong gains on higher oil and gas prices over 2022. With the war in Ukraine crimping
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supplies, oil and gas prices skyrocketed at times, contributing to higher inflation rates
around the world. Among European energy stocks, shares of BP, Shell and TotalEnergies
rallied. Consumer discretionary stocks also posted significant gains amid signs that the
European economy may avoid a recession this year. Luxury good stocks were particularly
strong. LVMH shares advanced after it reported record-high revenue of $86 billion in 2022,
driven largely by the return of international travel and tourism.

Real estate was the weakest sector. Shares of Vonovia, Germany’s largest residential
landlord, lost more than 50% during the year amid concerns about the company’s high
debt levels, in addition to new government regulations limiting rent increases.

MS5CI Europe returns (1 yr to Mar 2023 10-year government bond yields
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Source: Factset
Source: Bloombeng. As of 03031/23.

Asia-Pacific

The Japanese economy struggled with soaring inflation and a weakening yen. The MSCI
Japan Index fell 5.2% in US dollar terms, but rose 3.9% in local currency. Japanese stocks
rebounded in the fourth quarter of 2022 and in the first quarter of 2023. Much of the
negative US dollar return for the Japan index was due to currency movements. The yen
dropped 8.8% against the U.S. dollar over the period.

The Bank of Japan (BOJ) intervened in the foreign exchange market in September for the
first time in more than 20 years in an effort to stop the yen’s decline against the dollar. The
currency slid to a 32-year low in October. It rebounded when the BOJ surprised markets in
December by raising the cap on the benchmark 10-year government bond yield to 0.5%
from 0.25%. Some market participants viewed this as a pivot away from ultra-loose
monetary policy, which BOJ Governor Haruhiko Kuroda denied.

In January 2023, the Bank of Japan kept its ultra-low interest rate unchanged. After hitting
a fresh 41-year high in January, inflation abated. The figure had hovered at 4% or above
since December 2022 — well ahead of the BOJ’s 2% target. Former BOJ policy board
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member, Kazuo Ueda, was appointed as the central bank’s next governor, replacing
Haruhiko Kuroda, whose five-year term ends in early April.

Australian stocks fell in US dollar terms, but edged higher in Australian dollars. Labor
shortages and climbing inflation weighed on the economy. Inflation hit the highest levels
since 1990. Ahead of the country’s May 2022 general election, the government introduced
relief measures to ease the pain of inflation, including a reduction in its gasoline tax.
Anthony Albanese was elected as the country’s new prime minister in May, breaking nine
years of conservative leadership. The Reserve Bank of Australia raised its key interest rate
for most of 2022, and in its March 2023 meeting it hiked rated for the 10th consecutive
time. The Australian dollar fell 10.8% against the U.S. dollar.

Hong Kong equities lost ground as the economy remained constrained by COVID-19
restrictions in the first half of 2022. Hong Kong entered its second recession in three years
in the second quarter as weak global demand continued to weigh on activity. GDP shrank
for the fourth consecutive quarter by 4.2% year-over-year in the fourth quarter of 2022.
Exports plunged to the sharpest levels in 70 years in January, hurt by sluggish global
demand and the Lunar New Year break.

Emerging markets

Emerging markets stocks fell, hurt by China’s economic slowdown, the Federal Reserve’s
aggressive interest rate hikes and the strength of the U.S. dollar. Rising inflation in
developing countries that spurred monetary tightening and rolling lockdowns in China to
suppress COVID-19 also weighed on equity prices.

Chinese stocks fell by 4.7%. After weak returns for most of 2022 due to a growing liquidity
crisis in the property sector and temporary COVID shutdowns in key manufacturing and
technology hubs, Chinese stocks rebounded late in 2022 when Beijing abruptly abandoned
its zero-COVID policy after nearly three years. The government lifted travel restrictions and
unveiled measures aimed at stabilizing struggling property developers. Gains continued in
the first quarter of 2023, but cooled from the previous quarter. Industrial profits and the
housing market remained weak.

In March, President Xi Jinping solidified his leadership team for his third term. Top party
officials vowed to support private sector businesses and sought to reassure foreign
investors about doing business in China. Beijing also set an annual growth target of 5%
after the economy grew by 3% in 2022.

Technology giants weighed on index returns in 2022, but delivered strong returns in early
2023. Shares of leading Taiwanese and Korean semiconductor companies sank amid an
inventory correction for a range of processors in 2022. Taiwan Semiconductor
Manufacturing Company and Samsung Electronics fell heavily. In China, profit and sales
growth slowed for internet platform companies as they adjusted their business models
following Beijing’s stricter regulations on private sector companies in 2021.
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In Latin America, Mexican stocks shone. Mexico is becoming a beneficiary of companies
seeking to move manufacturing capacity from Asia closer to the United States. The
Mexican peso rose 10% against the dollar. Meanwhile, Brazilian stocks slid in 2023
following a strong 2022 when it benefited from higher commodity prices. President Luiz
Inacio Lula da Silva continued to question the central bank’s independence and monetary
policy stance.

Central banks in developing countries raised interest rates to combat inflation. Several
Asian countries, including Taiwan, Indonesia and the Philippines, joined their Latin
American counterparts in adopting tighter monetary policies. Brazil held its benchmark
rate steady at 13.75% following a series of rate hikes since March 2021. The Bank of
Mexico in December raised its rate to 11.25%, but the size of the increase slowed to 25
basis points from previous hikes of 50 and 75 basis points.

1-year to 2023 total

returns (%) Exchange
rate
Equity indexes (USD) Currency (vs. USD)
MSCI Emerging Markets  —10.7 Brazil -6.3
MSCI Brazil -18.7 China -7.7
MSCI China -4.7 Indonesia -4.2
MSCI India -12.2 Malaysia -4.7
MSCI Mexico -8.6 Mexico 104
MSCI South Africa -20.6 Poland -3.3
MSCI Korea -14.4 South Africa -17.6
MSCI Saudi Arabia -19.0 Turkey -23.6
MSCI Taiwan -13.7
MSCI Thailand -0.9

Source: RIMES

Legal Notices

The statements expressed herein are as of the date published, are subject to change at any
time based on market or other conditions and are based on information from sources
believed to be reliable. This publication is intended merely to highlight issues and is not
intended to be comprehensive or to provide advice. Permission is given for personal use
only. Any reproduction, modification, distribution, transmission or republication of the
content, in part or in full, is prohibited.

Certain market indexes are unmanaged and, therefore, have no expenses. Investors cannot
invest directly in an index.

Unless otherwise noted, all returns are in U.S. dollars and assume the reinvestment of
dividends. Country stock returns are based on MSCI indexes.
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Bond ratings, which typically range from AAA/Aaa (highest) to D (lowest), are assigned by
credit rating agencies such as Standard & Poor's, Moody's and/or Fitch, as an indication of
anissuer's creditworthiness.

Bloomberg indexes are unmanaged, and results include reinvested dividends and/or
distributions but do not reflect the effect of sales charges, commissions, account fees,
expenses or U.S. federal income taxes. Bloomberg U.S. Aggregate Index represents the U.S.
investment-grade fixed-rate bond market. Bloomberg Global Aggregate Index represents
the global investment-grade fixed income markets. Bloomberg U.S. Corporate Investment
Grade Index represents the universe of investment grade, publicly issued U.S. corporate
and specified foreign debentures and secured notes that meet the specified maturity,
liquidity and quality requirements. Bloomberg U.S. Corporate High Yield Bond Index
measures the U.S. dollar-denominated, high yield, fixed-rate corporate bond market.
Bloomberg U.S. Corporate High Yield 2% Issuer Capped Index covers the universe of fixed-
rate, non-investment-grade debt. Bloomberg Municipal Bond Index is a market-value-
weighted index designed to represent the long-term investment-grade tax-exempt bond
market. Bloomberg U.S. Treasury Index measures the performance of public obligations of
the U.S. Treasury.

J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified and related country-
specific indexes track total returns for U.S. dollar-denominated debt instruments issued by
emerging market sovereign and quasi-sovereign entities: Brady bonds, loans, eurobonds.
J.P. Morgan Government Bond Index — Emerging Markets (GBI-EM) Global Diversified and
related country-specific indexes cover the universe of regularly traded, liquid fixed-rate,
domestic currency emerging market government bonds to which international investors
can gain exposure.

MSCI indexes are free-float-adjusted, market-capitalization weighted indexes. Developed
market index results reflect dividends net of withholding taxes. Emerging market index
results reflect dividends gross of withholding taxes through December 31, 2000, and
dividends net of withholding taxes thereafter. Each index is unmanaged, and its results
include reinvested dividends and/or distributions but do not reflect the effect of sales
charges, commissions, account fees, expenses or U.S. federal income taxes. MSCI All
Country World Index (ACWI) is designed to measure results of more than 40 developed
and emerging equity markets. MSCI All Country World (ACWI) ex USA Index is designed to
measure equity market results in the global developed and emerging markets, excluding
the United States. MSCI EAFE® (Europe, Australasia, Far East) Index is designed to measure
developed equity market results, excluding the United States and Canada. MSCI Emerging
Markets Index is a free-float-adjusted market-capitalization-weighted index designed to
measure equity market results in more than 20 global emerging markets. Individual
emerging markets listed herein represent a subset of the MSCI Emerging Markets Index.
MSCI Europe Index is designed to measure developed equity market results across 15
developed countries in Europe. MSCI Pacific Index is designed to measure the equity
market performance of the developed markets in the Pacific region. It consists of Japan,
Australia, Hong Kong, New Zealand and Singapore. MSCI World Index is designed to
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measure equity market results of developed markets. The index consists of more than 20
developed-market country indexes, including the United States. MSCl Japan Index is
designed to measure the equity market results of Japan.

Nasdag Composite Index is a broad-based market-capitalization-weighted index that
measures all domestic and international-based common-type stocks listed on The Nasdaq
Stock Market.

S&P 500 Index is a market-capitalization-weighted index based on the results of 500 widely
held common stocks. This index is unmanaged, and its results include reinvested dividends
and/or distributions but do not reflect the effect of sales charges, commissions, account
fees, expenses or U.S. federal income taxes.

The Consumer Price Index is a measure of the average change over time in the prices paid
by urban consumers for a market basket of consumer goods and services.

Bloomberg® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates
(collectively “Bloomberg”). Bloomberg or Bloomberg’s licensors own all proprietary rights
in the Bloomberg Indices. Neither Bloomberg nor Bloomberg’s licensors approves or
endorses this material, or guarantees the accuracy or completeness of any information
herein, or makes any warranty, express or implied, as to the results to be obtained
therefrom and, to the maximum extent allowed by law, neither shall have any liability or
responsibility for injury or damages arising in connection therewith.

This report, and any product, index or fund referred to herein, is not sponsored, endorsed
or promoted in any way by J.P. Morgan or any of its affiliates who provide no warranties
whatsoever, express or implied, and shall have no liability to any prospective investor, in
connection with this report.

MSCI has not approved, reviewed or produced this report, makes no express or implied
warranties or representations and is not liable whatsoever for any data in the report. You
may not redistribute the MSCI data or use it as a basis for other indices or investment
products.

The S&P 500 (“Index”) is a product of S&P Dow Jones Indices LLC and/or its affiliates and
has been licensed for use by Capital Group. Copyright © 2023 S&P Dow Jones Indices LLC,
a division of S&P Global, and/or its affiliates. All rights reserved. Redistribution or
reproduction in whole or in part are prohibited without written permission of S&P Dow
Jones Indices LLC.

American Funds Distributors, Inc., member FINRA.
Lit. No. ITGEBR-072-0123 CGD/10357 S93384
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Scheme Administration

Value for money statement

The Norfolk Pension Fund is committed to delivering a consistently high level of
performance and customer service, fully compliant with legislative requirements and
recognised best practice, to meet the different needs of all its stakeholders in a responsive,
effective, efficient and equitable way.

The Fund’s operational financial performance is reviewed by the Pensions Committee,
which approves the annual budget. Actual spend is monitored throughout the year by the
Fund’s management team and is reported in the Annual Accounts.

We operate within a three-year Service Development Plan to review and set out the
strategic and operational administration objectives to maximise efficiencies and service
standards. The Plan is shared with all the team and linked into the performance appraisal
process.

The Fund has absorbed an increasing workload over the last few years, particularly in
respect of governance, investment pooling, member and employer administration. The
associated risks and issues of the changing regulatory and operational landscape are being
addressed via the Norfolk Pension Fund Strategic Review and associated reform
programme.

We take part in the CIPFA benchmarking club for pensions administration, which allows us
to compare our performance and costs against other LGPS funds, as well as national
performance statistics.

The average cost per member (CPM) to administer the Norfolk Pension Fund for 2021-22
(the latest available at time of publication) was £20.28, which is 9.7% below the average
£22.46 CPM achieved by other local authorities who participated in the CIPFA Pensions
Administration Benchmarking Club over the same period.

Average Cost per Member

2017-18 2018-19 2019-20 2020-21 2021-22

Norfolk Pension Fund £18.97 £20.01 £19.97 £19.84 £20.28

CIPFA Benchmarking Average £21.16 £21.34 £20.00 £21.91 £22.46

We consistently deliver high service levels to our members and employers. For example,
during 2021-22, over six CIPFA Industry Standard Performance Indicators, the Norfolk
Pension Fund has delivered 94.3% within the CIPFA target timescale, 12% higher than the

34



average of 88.8% for other local authorities who participated in the CIPFA Benchmarking
Club for the same period. Please see the ‘Key Performance Data’ section below for more
details.

We receive positive feedback from our stakeholders on our service, as shown in the
‘Customer Satisfaction’ section below.

The Norfolk Pension Fund scores highly on data quality and, as reported in the ‘Data
Quality’ section below, for 2022 we achieved a common data score of 95.33% and a
conditional data score of 99.9%.

How the service is delivered

All aspects of the Norfolk Pension Fund service are managed in-house, including
administration and investments.

This holistic approach delivers benefits to the service as experience and skills are widely
shared, extending knowledge and resilience.

To deliver the Fund’s administrative requirements we use a software package which
provides the following functions:

e Supports the whole member lifecycle from joining, through benefits accrual, to
retirement and pension payments

e Automated workflow-driven processing ensures accurate and streamlined
back-office administration

e Automated employer management for regular uploads of HR data, contribution
reconciliation and strain calculations

e Built-in document management and bulk processing pensioner payroll from a single
member database

The Fund’s website www.norfolkpensionfund.org provides advice, information and news
about the Fund and the LGPS for scheme members and employers.

We have an area of the website where scheme members can register to securely view
their personal pension details. Once registered, scheme members can view and update
their personal details, see their benefit statements and use our online pension calculator.

The Fund has an online employer portal giving scheme employers access to view their own
data, securely exchange data and submit requests and changes online.

Scheme members, employers and our other stakeholders can contact the Norfolk Pension
Fund team by telephone or email as follows:
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Member Pensions Administration
Telephone 01603 495923
Email pensions@norfolk.gov.uk

Online, Technical and i-Connect Helpdesk
Telephone 01603 222132
Email pensions.technical@norfolk.gov.uk

Investment, Accountancy and Actuarial Services
Telephone 01603 222139
Email pensions.finance@norfolk.gov.uk

The Pensions Team is accountable to the Pensions Committee, participating employers and
scheme members. The team are fully committed to providing a quality service to meet the
needs of the Fund’s various stakeholders and to delivering excellent customer care.

The Pensions Team administer the Norfolk Pension Fund in accordance with legislative
requirements, including:

e Setting the strategic direction for all aspects of the service

e Managing and overseeing the investment of Fund monies

e Monitoring investment performance

e Preparing and maintaining Pension Fund accounts

e Supporting the Trustees of the Pension Fund in their decision making

e The administration of pensions records, including the preparation and distribution
of the Annual Benefit Statements to all scheme members

e The timely collection of contributions

e The calculation and payment of pensions, including the administration of the annual
pensions increase

e Advice and guidance to scheme members

e Advice and guidance to employers

e Early retirement schemes for Fund employers

e Early retirement schemes for Norfolk LEA Teachers and Colleges
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Data Security

Norfolk Pension Fund is responsible for managing and processing personal data and
sensitive information. We have the following arrangements in place to safeguard this data:

All staff are regularly made aware of Norfolk County Council policies in respect of
Confidentiality, Data Protection and Information Security

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

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

Encrypted laptops are provided to all staff as part of their regular role or as part of
our business continuity plan

Where data has to be transferred off site we use either secure FTP, VPN, secure
email or encrypted storage devices

Norfolk Pension Fund staff have access to the secure Government Connect network

Internal Dispute Resolution Procedure

We operate an Internal Dispute Resolution Procedure (IDRP) which is defined by statute.
This is used where a member disagrees with the benefits awarded or a decision made by
their employer which affected their benefits.

Full details of the procedure can be found on our website at
www.norfolkpensionfund.org/help/compliments-complaints-and-disputes/

During 2022-23 there were no IDRP complaints logged with the Ombudsman.

Professional Development

We consider the people who work for us as one of the Norfolk Pension Fund’s biggest
assets and value them accordingly:

We invest in the continuing professional development of staff, for the benefit of our
stakeholders and the Fund overall

We operate a standard appraisal process across the team, linked into the Fund’s
service plan
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Equality and Diversity

Norfolk Pension Fund has a workforce that reflects and is part of the community it serves.
It is the policy of Norfolk County Council to ensure that all its employees are selected,
trained and promoted on the basis of their ability, the requirements of the job and other
similar non-discriminatory criteria. All employment decisions are based purely on relevant
and objective criteria.

We aim to deliver accessible, high-quality and value for money services to all our
customers, without discrimination on grounds of group memberships; for example sex,
race, disability, sexual orientation, religion, belief or age.
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Data Quality

We published our Report on Data Quality in February 2023. The Report was prepared using
guidance from the Pension Regulator on Record-keeping and detailed the steps taken to
maintain and improve the quality of membership data maintained by Norfolk Pension

Fund.

Common Data

Common data has been suggested by the Pension Regulator. It is basic data
which is common to all membership types.

The common data score which is used measure of all common data items
averaged across all items for Norfolk Pension Fund was 95.33%

Whilst it is certainly good practice to keep in touch with deferred pensioners,
the fact that we don’t know their current whereabouts does not cause
problems in terms of paying out money due or accounting for money due to
be paid.

We carry out regular mortality screening (see above) which highlights where
payments may be due to be paid. Members not failing the mortality
screening are assumed to be still alive and therefore will be entitled to
receive benefits on retirement.

As part of our Data Quality exercises, we have scheduled to trace our
deferred pensioners addresses using our tracing service. We repeat this
exercise every 18 months or so in order to keep records as up to date as
possible whilst bearing in mind the cost of such exercises and the response
rates achieved.

When deferred members reach retirement age and benefits are payable,
individual tracing services are employed in order to ensure benefits are paid
on time.

Conditional Data

Conditional data is data which the Norfolk Pension Fund considers is essential
to ensure correct recording of liabilities for actuarial purposes, correct

calculations and payment of benefits.

The conditional data score averaged across all items for the Norfolk Pension
Fund was 99.9%
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The only significant area of fail is "deferreds passed due date". Regular
reports are run against the system to highlight any cases where benefits are
still being deferred but should possibly be in payment. The small numbers of
cases shown as currently failing are those where we are currently carrying
out tracing activities. We have instigated a write-off process where benefit
amounts are small, or beneficiaries cannot be traced after exhaustive search.
This will reduce the number of cases that we are accounting for, but in
practice will never pay out.

Where deferred benefits have not been put into payment by retirement age,
this could be due to un-notified mortality, or “gone aways”. Large numbers of
such cases could affect funding of schemes; however, the small numbers
involved here do not represent any significant funding issues.

Data cleansing is an ongoing exercise and therefore does not have timescales associated
with it.

From 2016 we have been running regular checks on deferred addresses with an external
tracing company. This gives us likely addresses for our deferred members who have
moved house but not informed us.

It is recognised by the Pension Fund Actuary that the Norfolk Pension Fund data is
among the cleanest in local government, however we are not complacent and
know that we must strive to keep standards up.

Regular monitoring of the measures identified in this report will be carried out and
any actions necessary to ensure data quality is maintained.

The Norfolk Pension Fund will review best practice of other pension funds to ensure

that appropriate measures are used and where appropriate additional data
monitoring will be put in place.
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Key Performance Data

Chartered Institute of Public Finance and Accountancy (CIPFA) Pensions Administration
Benchmarking Club

Norfolk Pension Fund takes part in the annual Chartered Institute of Public Finance and
Accountancy (CIPFA) Pensions Administration Benchmarking Club.

CIPFA Benchmarking results for Industry Standard Performance Indicators and LGPS
Management Expenses are shown below for 1 April 2021 to 31 March 2022 (the latest

available at time of publication).

Industry Standard Performance Indicators

Task Tt Qe Average
Letter detailing transfer in quote 10 days 94.5% 88.1%
Letter detailing transfer out quote 10 days 94.6% 82.8%
Process and pay refund 10 days 100.0% 92.9%
Initial letter acknowledging death of member 5 days 92.4% 92.9%
Letter notifying amount of dependent’s benefits | 10 days 85.5% 89.2%
Calculate and notify deferred benefits 30 days 98.2% 87.2%
AVERAGE 94.2% 88.8%

We use this data to target areas of improvement in our service provision. It helps us to
understand the specific service pressures that the Fund faces and to operate as effectively
and efficiently as we can.
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Top Case Types

The table shows the top case types processed by the Norfolk Pension Fund during the
period 1 April to 31 March.

2021-22 2022-23

% within
Volume CIPFA
Standard

% within
Volume CIPFA
Standard

CIPFA
Standard

Case Type

Transfer In Quotes 10 days 308 94.1 280 94.6
Transfer Out Quotes 10 days 562 96.8 501 92.1
Refund Payments 5 days 496 100.0 663 100.0
Estimate of Retirement 10 days 1,464 96.0 1,184 94.5
Benefits

Actual Retirement 5 days 1,671 99.2 1,695 98.7
Benefits

Acknowledgement Death 5 days 338 91.8 946 94.7
of Member

Notify Dependant's 5 days 323 85.1 306 88.2
Benefits

Notify Deferred Benefits 10 days 2,297 98.0 2,065 92.8
TOTAL 7,959 95.1 7,640 94.5
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Analysis of Scheme Membership

The Norfolk Pension Fund Unit Cost per Member for the period 1 April 2022 to 31 March
2023 is shown in the table below.

Process 2018-19 2019-20 2020-21 2021-22  2022-23
Investment Expenses

Total cost £'000 17,960 21,782 26,204 23,095 28,246
Total Membership (Nos) 91,368 92,360 94,733 98,782 102,204
Cost per member (£) 196.57 235.84 276.61 233.80 276.37
Administration Costs

Total cost £'000 1,858 1,858 2,109 2,111 2,163
Total Membership (Nos) 91,368 92,360 94,733 98,782 102,204
Cost per member (£) 20.34 20.12 22.26 21.37 21.16
Oversight and Governance Costs

Total cost £'000 816 887 653 906 1,022
Total Membership (Nos) 91,368 92,360 94,733 98,782 102,204
Cost per member (£) 8.93 9.60 6.89 9.17 9.99

[Please note, the cost per member figures in the table above are based on the

administrative costs disclosed in note 11. Management Expenses of the attached
Statement of Accounts. This differs to CIPFA cost per member calculations which use

different criteria for administration costs and make adjustments to remove one-off project

costs and an element of staffing.]

The table below shows a 8% increase in scheme membership since 2018-19. There has

been a 2% increase in active scheme members, an 7% increase in deferred members and
an 17% increase in pensioners (retired members).

2018-19 2019-20 2020-21 2021-22 2022-23
Active 29,067 29,317 30,257 29,985 29,757
Deferred 36,947 36,700 37,106 40,305 39,715
Pensioner 25,354 26,343 27,370 28,490 29,662
Total 91,368 92,360 94,733 98,780 99,134
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Membership Age Profile

The following tables show the age profile of active, deferred and retired scheme members.

Active Scheme Member Age Profile

ecEend i
0-16 0.1% 20
17-32 17.3% 5,134
33-48 36.7% 10,925
49-64 42.7% 12,713
65-69 2.7% 809
70+ 0.5% 156
Deferred Scheme Member Age Profile
ecEend i
0-16 0.0% 3
17-32 12.0% 4,782
33-48 36.9% 14,661
49-64 48.4% 19,210
65-69 1.9% 767
70+ 0.7% 292

Retired Scheme Member Age profile

Age Band

Percentage
of Members

Number
of Members

0-49 0.8% 243
50-54 0.5% 156
55-59 4.5% 1,333
60-64 13.5% 4,015
65-69 24.4% 7,225
70+ 56.3% 16,690




Breakdown of retirements

1,546 scheme members retired during 2022-23, broken down into the different retirement
types shown in the table below.

Number of
Retirements

Retirement Type

55 to State Pension Age Voluntary 1,088
Over State Pension Age (Late) 224
Employer consent 85
Redundancy/Efficiency 50
Flexible 47
Incapacity/Ill health 52
TOTAL 1,546

Employer contributions

As at 31 March 2023 there were 425 employers with active members in the Fund.
A list of contributing employers is show at Appendix I.

The table below provides a split of contributions analysed by employer body.

2022-23 £'000

Administering authority 79,513
Other scheduled bodies 87,659
Community admission bodies 4,495
Transferee admission bodies 2,652
Resolution bodies 10,639
Total 184,958

All employers are required to lodge employer discretion policies with the Fund and these
are reviewed annually. Pension advice for employers undertaking TUPE staff transfers are
encouraged to contact the fund in the first instance.

Details of the admission policy for new admitted bodies is contained in Appendix VI, the
Funding Strategy Statement.
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Customer Satisfaction

We gather feedback on our service from our customers that helps us identify areas of
improvement and opportunities for efficiency.

Employer Forums, 21 July 2022 and 29 November 2022
97% of respondents gave an overall assessment of the Forums as Excellent/Very Good.

Comments included: ‘Good informative session’; ‘Good overview of the Fund’s position
and upcoming changes it faces’; ‘Very informative’ and ‘Very informative on the overall
position of the Norfolk Pension Fund’.

Scheme Member Pension Clinics, 24 to 27 October 2022
100% of respondents said they were ‘Very satisfied’ or ‘Satisfied” with the
service received at the Clinics.

Comments included: ‘Matters were explained clearly’; ‘All very good. Staff very helpful’;
‘Staff were very helpful’; ‘Answered all my questions’; Friendly, punctual service. Answered
all the questions | asked’; ‘It was brilliant — very methodical’; ‘I had very little knowledge of
how the scheme worked but now have a much better understanding’ and ‘Clear
information. Answered my queries’.

Primetime (retired members newsletter) survey

100% of respondents rated the service they received from the Norfolk Pension Fund as
Excellent/Very Good.
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Key Staffing Indicators

The chart below details the Norfolk Pension Fund Key Staffing Indicators including staff
turnover, ratio of staff to scheme members and ratio of staff to the number of case items.
The results are for the period 1 April to 31 March.

2018-19 2019-20 2020-21 2021-22 2022-23

Staff Joining 7% 4 14% 2 7% 4 14% 2 1 1
Staff Leaving | 7% 1 4% 1 7% 1 4% 1 2 2

Total Staff

(FTE) 28.5 28 28 28.9 28.6

LGPS Admin
Staff (FTE)
Total Scheme
Membership
Members per
LGPS Admin 4,153 4,198 4,306 4,429 4,348
Staff (FTE)
Staff to
Member 1:189 1:191 1:195 1:199 1:191
Ratio
Case Items 8,819 8,891 7,187 7,959 7,640
Case Items
per LGS
Admin Staff
(FTE)

Staff to Case
Item Ratio

22 22 22 22.3 22.8

91,368 92,360 94,733 98,780 99,134

401 404 327 357 335

1:18 1:18 1:15 1:16 1:15

(FTE) = Full-time equivalent
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National LGPS Frameworks

National LGPS Frameworks is a ‘not for profit’ national collaboration between LGPS funds
and pools to efficiently procure specialist pension related services.

The National LGPS Frameworks operate on a self-funding model, with liability shared
between all Founding Authorities. They are hosted by the Norfolk Pension Fund, supported
by a dedicated team of professionals with assistance from other external support as
necessary (for example, legal and procurement specialists from Norfolk County Council).

Using the National LGPS Frameworks saves LGPS funds and pools significant time and
money by allowing quicker and more efficient procurement of high-quality and value for
money services. The frameworks allow users to leverage better prices whilst still making
local decisions about service requirements.

Since the inception of National LGPS Frameworks in 2012, the LGPS has already collectively
benefited from more than £163m in savings:

e 7 live frameworks in place and 13 Expired Frameworks being administered and
supported

e 45 funds and pools have acted as ‘Founding Authorities’

e 108 funds and pools joining the Frameworks (plus 16 non-LGPS users)

e 481 contracts awarded

e 195 years of estimated effort saved by procuring through the Frameworks

e More than £3m cumulative rebate paid since 2012 to 98 Users

e 72 Providers to the Frameworks

National LGPS

® Frameworks

www.nationallgpsframeworks.org

Helpline: 01603 306846

General enquiries: nationalLGPSframeworks@norfolk.gov.uk
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Actuarial Report on Funds

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

Description of Funding Policy

The funding policy is set out in the Administering Authority’s Funding Strategy Statement
(FSS), dated March 2023. In summary, the key funding principles are as follows:

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

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

. where appropriate, ensure stable employer contribution rates

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

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

. manage the fund in line with the stated ESG (Environmental, Social & Governance)
policies.

The FSS sets out how the Administering Authority seeks to balance the conflicting aims of
securing the solvency of the Fund and keeping employer contributions stable. For
employers whose covenant was considered by the Administering Authority to be
sufficiently strong, contributions have been stabilised to have a sufficiently high likelihood
of achieving the funding target over 20 years. Asset-liability modelling has been carried
out which demonstrate that if these contribution rates are paid and future contribution
changes are constrained as set out in the FSS, there is at least a 75% likelihood that the
Fund will achieve the funding target over 20 years.

Funding Position as at the last formal funding valuation

The most recent actuarial valuation carried out under Regulation 62 of the Local
Government Pension Scheme Regulations 2013 was as at 31 March 2022. This valuation
revealed that the Fund’s assets, which at 31 March 2022 were valued at £4,901 million,
were sufficient to meet 106% of the liabilities (i.e. the present value of promised
retirement benefits) accrued up to that date. The resulting surplus at the 2022 valuation
was £289 million.

Each employer had contribution requirements set at the valuation, with the aim of
achieving their funding target within a time horizon and likelihood measure as per the FSS.
Individual employers’ contributions for the period 1 April 2023 to 31 March 2026 were set
in accordance with the Fund’s funding policy as set out in its FSS.
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Principal Actuarial Assumptions and Method used to value the liabilities
Full details of the methods and assumptions used are described in the 2022 valuation
report and FSS.

Method

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

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

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

31 March
Financial assumptions 2022
Discount rate 4.3% pa
Salary increase assumption 3.4% pa
Benefit increase assumption (CPI) 2.7% pa

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

Females
Current Pensioners 21.9 years 24.6 years
Future Pensioners* 22.9 years 26.2 years

*Aged 45 at the 2022 Valuation.

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

Experience over the period since 31 March 2022

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

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

Governance Strategy Statement

The Norfolk Pension Fund publishes a Governance Strategy Statement each year. The
latest version of this document can be viewed at Appendix Xl and on our website at
www.norfolkpensionfund.org.

The Governance Strategy Statement reflects the Fund’s commitment to transparency and
engagement with employers and scheme members.

We monitor, review and consult where appropriate to ensure that our governance
arrangements continue to be effective and relevant.

Norfolk Pension Fund is committed to the principles of good governance.
Governance Compliance Statement

The Norfolk Pension Fund is fully compliant with the principles set out in the Local
Government Pension Scheme Regulations 2013 (as amended) Regulation 55.

The full Governance Compliance Statement is at Appendix IV.
Administering Authority

Norfolk County Council (NCC) is the Administering Authority of the Norfolk Pension Fund
and administers the LGPS on behalf of its participating employers.

e NCC has delegated its pensions functions to the Pensions Committee

e NCC has delegated responsibility for the administration and financial accounting of
the Fund to the Executive Director of Finance and Commercial Services

e The Norfolk Pension Fund has established a Local Pension Board (known locally as
the Pensions Oversight Board)

e This report supports NCC's Annual Governance Statement, which is published in the
NCC Annual Statement of Accounts
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Pensions Committee

The Pensions Committee is responsible for the strategic management of the assets of the
Fund and the administration of benefits. The Pensions Committee meets quarterly to:

Ensure compliance with legislation and best practice

Determine policy for the investment, funding and administration of the Fund
Monitor performance across all aspects of the service

Consider issues arising and make decisions to secure efficient and effective
performance and service delivery

Appoint and monitor advisors

Ensure that arrangements are in place for consultation with stakeholders as
necessary

Pensions Committee Membership 2022-23

Chairman: Norfolk County Councillor Judy Oliver

Vice-Chairman: District Councillor (co-opted by Alan Waters

the Local Government Association)

Norfolk County Councillor Alison Birmingham
Norfolk County Councillor William Richmond
Norfolk County Councillor Daniel Roper
Norfolk County Councillor Martin Storey
District Councillor (co-opted by John Fuller

the Local Government Association)

Staff Representative Steve Aspin
Observer Any participating employers
Other attendees: Administrator of the Fund Simon George

(NCC Executive Director of Finance
and Commercial Services)

Director of the Norfolk Pension Fund  Glenn Cossey

Investment Advisor to the Fund David Walker
(Hymans Robertson LLP)
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Pensions Committee Training

A Training Strategy is maintained to develop and maintain knowledge and skills to support
good and timely decision making.

The training needs of the Pensions Committee is considered in line with CIPFA Knowledge
and Skills Framework alongside the 12-month agenda planning process. Training is
business driven, therefore the programme is flexible. This allows us to effectively align
training with operational needs and current agenda items, helping to support member
decision making.

All Pensions Committee and Pension Oversight Board Members have access to the LGPS
Online Learning Academy (LOLA) which includes modules on An introduction to the LGPS,
LGPS Governance & Oversight Bodies, Administration & Fund Management, Funding and
Actuarial Matters, Investments, and Current Issues.

All new Committee Members attend induction training.

Member training is supplemented by attendance at Local Government Association (LGA)
and other associated events.

A training log is maintained.
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Pensions Committee Meetings and Training
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Annual Report from the Pensions Oversight Board

This is the Annual Report of the Norfolk Pension Fund Pensions
Oversight Board (POB), covering the period from 1 April 2022 to
31 March 2023.

Role and Function

The Norfolk Pension Fund Pensions Oversight Board was
established as the Local Pension Board for the Norfolk Pension
Fund in accordance with section 5 of the Public Service Pension
Act 2013 and Part 3 of the LGPS Regulations 2013.

Brian Wigg
Chairman, Pensions
Oversight Board

The remit of the POB includes assisting the Administering
Authority as Scheme Manager:

. to secure compliance with the LGPS regulations and any other legislation relating to
governance and administration of the LGPS

. to secure compliance with requirements imposed in relation to the LGPS by the
Pension Regulator.

The Terms of Reference for the Norfolk Pension Fund Pensions Oversight Board (Local
Pension Board) are available on the Norfolk Pension Fund’s website:
www.norfolkpensionfund.org/about/governance-and-investment/local-pension-board/
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Membership

Membership of the Pensions Oversight Board is structured as follows:

e three scheme member representatives of which one has been nominated by the
trade unions and the rest drawn from the total scheme membership

e three employer representatives made up of Norfolk County Council (one),
precepting/levying employers (one), other employers (one)

e one independent non-voting chairman

Membership of the Board during the period April 2022 to March 2023 was as follows:

Role Representing
Independent Chair
Scheme Member Trade Union nominee
representatives
Active/Deferred representative

Pensioner representative

Employer Norfolk County Council
representatives representative

Precepting/levying employers
representative

Other employers representative
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Appointment

Brian Wigg

Vacancy

Frances Crum

Peter Baker

Sally Albrow

Councillor Chris Walker,
Poringland Parish Council
Howard Nelson,

Diocese of Norwich

Education and Academies
Trust (resigned March 2023)



Pensions Oversight Board Meetings

The Pensions Oversight Board met four times during the year —in May 2022, September
2022, November 2022 and February 2023. Whilst the Board meets virtually for most
meetings, the November meeting was ‘in person’.

In addition to these meetings, Pensions Oversight Board Members have attended each of
the Pensions Committee meetings between April 2022 and March 2023. The Chairman
and Retired Members member also observed the ACCESS Joint Committee meeting in
March 2023.

During the reporting period the areas reviewed and contributed to have included:

e LGPS reform, and the impact on the Norfolk Pension Fund and its stakeholders

e Norfolk Pension Fund: operational performance, compliance and strategic review
e 2022 triennial valuation

e Investment pooling (including transition of assets to the ACCESS pool)

e Budget setting process

e Risk Management and reporting

e Cyber and data security management

e Audit Reports

The Pensions Oversight Board maintains a forward work programme, aligned to the
Pensions Committee work programme.

Average attendance at POB meetings during the year was 82%.

Pension Oversight Board Member Training

In order to fulfil their role effectively and to comply with requirements imposed by
regulations which are enforced by the Pensions Regulator, the members of the Pensions
Oversight Board are required to maintain their knowledge and understanding of the LGPS
and pensions in general, so receive appropriate training.

The Fund maintains a Training Strategy to support Board, Committee and Officers.

All Pensions Oversight Board members receive introductory training and resources. Board
members have access to the LGPS Online Learning Academy and are encouraged and make
use of other resources and training opportunities. Board members have attended a wide
range of virtual and in person training offered through the year, including webinars and
conferences.

Together with members of Pensions Committee, Pensions Oversight Board members
participated in the National Knowledge Assessment Survey. The results of the Survey help
inform the development training plans for the Norfolk Pension Fund.
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Knowledge and skills are considered at each meeting, to help shape future development
needs aligned with their forward work programme. Details of observing at Pensions
Committee meetings and training events (internal and external) are recorded throughout

the year.

The Board acknowledges the opportunity of working closely with Pensions Committee.

Brian Wigg
Chairman of the Norfolk Pension Fund Pensions Oversight Board

16 May 2023
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Pensions Committee and Pensions Oversight Board Members Codes of Conduct

Pensions Committee Members must comply with the Norfolk County Council Members
Code of Conduct which focuses upon ‘The 7 Nolan principles of public life’ of selflessness,
integrity, objectivity, accountability, openness, honesty, and leadership.

It sets an objective, non-political and high standard the purpose of which is to remind
members of the Authority of the behaviour expected of them in public life and to set out
clearly the key principles against which their conduct will be measured.

A copy of the ‘Members’ Code of Conduct’ is available at Appendix VII.
Pensions Oversight Board Members are also required to comply with the ‘The 7 Nolan

principles of public life’ as detailed at https://www.gov.uk/government/publications/the-
7-principles-of-public-life/the-7-principles-of-public-life--2.

Conflict of interest: Pensions Committee

There is a standing agenda item at each Pensions Committee meeting for Members to
declare any interests:

“If you have Disclosable Pecuniary Interest in a matter to be considered at the meeting and
that interest is on your Register of Interests you must not speak or vote on that matter.

If you have a Disclosable Pecuniary Interest in a matter to be considered at the meeting and
that interest is not on your Register of Interests you must declare that interest at the
meeting and not speak or vote on the matter.

In either case you may remain in the room where the meeting is taking place. If you
consider that it would be inappropriate in the circumstances to remain in the room, you
may leave while the matter is dealt with. If you do not have a Disclosable Pecuniary Interest
you may nevertheless have an Other Interest in a matter to be discussed if it affects:

e your wellbeing or financial position

e that of your family or close friends

e that of a club or society in which you have a management role

e that of another public body of which you are a member to a greater extent than
others in your ward

If that is the case then you must declare such an interest but can speak and vote on the
matter.”

59


https://www.gov.uk/government/publications/the-7-principles-of-public-life/the-7-principles-of-public-life--2
https://www.gov.uk/government/publications/the-7-principles-of-public-life/the-7-principles-of-public-life--2

Conflict of Interests: Pensions Oversight Board

There is a standing agenda item at each Pensions Oversight Board meeting for Members to
declare any interests:

“Declarations of interest

Members to declare any conflict of interest. For the purposes of a member of a Local
Pension Board (the Pension Oversight Board), a ‘conflict of interest’ may be defined
as a financial or other interest which is likely to prejudice a persons exercise of
functions of a Local Pension Board. (A conflict does not include a financial or other
interest arising merely by virtue of being a member of the LGPS / Norfolk Pension
Fund).

Therefore, a conflict of interest may arise when a member of a Local Pension Board:

e must fulfil their legal duty to assist the Administering Authority; and
e qtthe same time they have:
o a separate personal interest (financial or otherwise); or
o another responsibility in relation to that matter, giving rise to a
possible conflict with their first responsibility as a Local Pension
Board member.”

Accountability and Transparency

Pensions Committee agendas, reports and minutes are published on the Norfolk County
Council website at www.norfolk.gov.uk/what-we-do-and-how-we-work/councillors-
meetings-decisions-and-elections/committees-agendas-and-recent-decisions under Other
Committees.

Pensions Committee meetings are open to members of the public.

Pensions Oversight Board agendas, reports and minutes are published on the Norfolk
Pension Fund website at www.norfolkpensionfund.org/about/governance-and-
investment/local-pension-board/

ACCESS Joint Committee

The eleven ACCESS participating Funds are each administering authorities within the Local
Government Pension Scheme, as set out in the Local Government Pension Scheme
regulations 2013.

Each authority administers, maintains and invests their own respective funds within the
LGPS in accordance with these regulations and the LGPS investment Regulations.
The ACCESS authorities have signed an Inter Authority Agreement which sets out how
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they will work together.

The Inter Authority Agreement is at http://www.accesspool.org/document/366.

The Inter Authority Agreement (Schedule 1) confirms the ACCESS governing principles,
which can be viewed at http://www.accesspool.org/document/17.

Administering Authority Section 101 Committees (‘Pensions Committees’) are represented
at the Joint Committee. A list of Joint Committee Members can be viewed at
https://www.accesspool.org/governance/governance-1/.

The Norfolk Pension Fund Pensions Committee and Pensions Oversight Board are regularly
updated and review the work of the Joint Committee, the Operator and ACCESS
investment performance.

Reference Material

The following documents can be viewed or downloaded from the Norfolk Pension Fund’s
website at www.norfolkpensionfund.org:

e Annual Report and Accounts

e Customer Care and Communication Strategy
e Employer Newsletters

e Funding Strategy Statement

e Governance Strategy Statement

e Primetime (retired members newsletter)
e Sample Annual Benefit Statements

e |nvestment Strategy Statement

e Voting Records

e Pensions Administration Strategy

e Climate risk reporting

In addition, the following documents are available from the Norfolk Pension Fund:

e Confidentiality Policy

e Full Privacy Notice (including data protection policy)
e Governance Compliance Statement

e Information Security Policy
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National Asset Pools
ACCESS Annual Report 2022-23

Foreword

As Chairman of the ACCESS Joint Committee, | am pleased to
introduce the latest Annual Report for the ACCESS Pool.

Whilst our initial steps to collaborate as eleven Authorities started in
2016, it was in 2018 that our first pool investments were made.

Having jointly procured UBS to provide passive investment mandates,
we started 2018 with the migration of assets from legacy passive
managers to UBS with £10bn held in passive assets at the end of
March 2023.

Cllr Mark Kemp-Gee
Following the appointment of Link Fund Solutions (LFS) as Chairman, ACCESS
Authorised Contractual Scheme (ACS) Operator, we saw the first Joint Committee
actively managed sub-funds launched towards the end of 2018. Our

range and depth of sub-funds has grown substantially since then, with over £24bn invested
within the ACS at the end of March 2023.

As investors with a long-term focus, we find ourselves within the relatively early stages of
our pooling journey. However, given that some of the earliest sub-funds now have
between four and five years of history, it is right to highlight the performance trends we
are starting to see.

Beyond listed assets our Pool has undertaken significant work in relation to property —
which is our first non-listed asset class. During the year our Implementation Adviser MJ
Hudson has undertaken a procurement process for two property mandates: UK Core
Property and Global Real Estate. Towards the end of 2022/23 these processes concluded
and saw the appointment of CBRE to both mandates.

Work is currently underway with CBRE, our advisers and the ACCESS Authorities on
establishing the necessary arrangements for these investment opportunities. In the last
twelve months we have published our updated Responsible Investment (RI) Guidelines and
participated in the DLUHC consultation on climate related reporting, the outcomes of
which we look forward to seeing. ACCESS also commenced the process for the
procurement of advice and support for Rl reporting which will conclude in later summer
2023.

In closing | would like to thank my fellow ten Joint Committee members, each representing
their respective Authorities, along with the Officers who support them, and the ACCESS
Support Unit (ASU).

Cllr Mark Kemp-Gee
Chairman of the ACCESS Joint Committee
Chairman of the Hampshire Pension Fund Committee and Board
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Introduction

It has been another busy and fulfilling year supporting the
ACCESS Pool.

Every twelve months a process is undertaken to develop both a
Business Plan and Budget for the forthcoming financial year. The
Business Plan is fundamental to how ACCESS activity is both
scoped and monitored, and its development serves as an
illustration of the Pool’s governance arrangements and how
interaction with key stakeholder groups is structured.

The process commences with initial drafting by the ACCESS Kevin McDonald
Support Unit (ASU) and proceeds through detailed dialogue Director, ACCESS

with the subject matter experts at each ACCESS Authority who ~ SUPPOrt Unit

come together to constitute the Officer Working Group (OWG).

This is followed by consideration by the s151 Officers Group which has specific
responsibility under the terms of the ACCESS Inter-Authority Agreement (IAA) to make
recommendations to the Joint Committee on business planning and budget matters.
Subsequently, the Joint Committee reviews and considers both the Business Plan which is
then recommended to each ACCESS Authority. The Joint Committee also determines the
annual budget required to deliver the Business Plan.

The key milestones within the 2022/23 Business Plan are outlined later in this Annual
Report.

2022/23 also saw processes commence in relation to two of ACCESS’s strategic partners.
ACS Operator Link Fund Solutions announced arrangements which will see its business
purchased by Waystone Group. The sale process of Implementation Adviser MJ Hudson to
Apex also commenced. It is important to emphasise that the teams and systems
supporting the ACCESS Pool remain unaltered as a consequence of these announcements.

Shortly after the end of the year, the ASU welcomed Alistair Coyle as a new Client
Manager. Alistair joins us having worked for our colleagues at Link Fund Solutions and
brings a wealth of both ACS Operator and ACCESS experience.

| would like to thank my ASU colleagues, the technical leads and the officers of the
Authorities for their enthusiasm, support and hard work towards the continued progress of
the Pool.

Kevin McDonald H Acc ESS

DireCtorr ACCESS Support Unit — Effective * Collective * Investment
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ACCESS Authorities profile
The ACCESS Pool is a partnership between:
e Cambridgeshire County Council
e East Sussex County Council
e Essex County Council
e Hampshire County Council
e Hertfordshire County Council
e |Isle of Wight Council
e Kent County Council
e Norfolk County Council
e West Northamptonshire Council
e Suffolk County Council

e West Sussex County Council

An overview of the Pool’s governance structure is outlined below.

ACCESS pool

Joint Committee Officers ACCESS Support
(3c) Section 151 Officers, Unit (ASU)

11 Councillors Monitoring Officers, Officer Programme, contract
representing Working Group (OWG) and client management
11 Authorities

No FCA regulated decisions in client side functions

Active-listed assets, Passive-listed assets jointly Non-listed assets
ACS operator: procured manager: implementation advice:

LINKGroup " 4& MJHUDSON
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Background

ACCESS has its origins in 2016 when 11 Local Government Pension Scheme (LGPS)
Authorities agreed to begin working collectively to address the requirements of the
Government’s agenda for pooling LGPS investments.

1.

Enable the Councils to execute their fiduciary responsibilities to LGPS stakeholders,
including scheme members and employers, as economically as possible.

Provide a range of asset types necessary to enable those participating Authorities to
execute their locally-determined investment strategies as far as possible.

Enable the Councils to achieve the ngnefifcs o_f poqling investments, preserve the
best aspects of WhEtAsTEgHRIRA g6 IO RIREM §irduetiodesired level of local

decision making

In order to achieve these objectives, the Councils have established the following set of
governing principles:

Collaboration

Risk management

Objective evidence based decisions
Equitable voice in governance

No unnecessary complexity
Evolution and innovation

Value for money

Implicit within the above principles is the democratic accountability and fiduciary duty of
the Councils as Administering Authorities.

ACCESS

Effective » Collective * Investment
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Key Statistics

3 Year Performance Employers

Members Pensioners

1.2 million 340 thousand
Pooled Assets Costs & Savings

As at March 2023
ACS

£24.5bn

UBS (1 jointly procured provider)

£9.9bn

Pooling Progress

59,

Since inception to March 2023

Gross Savings

£98.9m

Costs

£27.6m

Net Savings

£71.4n
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Pooling Progress

Pooled assets represented 85% of all listed assets held by ACCESS authorities and 59% of
all assets held by ACCESS Authorities.

Pooled Investments £ billion
Global Equity Funds 15.595
UK Equity Funds 2.59
Fixed Income 4973
Diversified Growth 1.319
Passive Investments 9.94
Total Pooled Investments 34.417
Pooled Assets % of Total Listed Assets 85%
Pooled Assets % of Total Assets 59%

Pooling has continued throughout the year with the ACCESS Authorities investing within
the sub-funds already set up.

One sub-fund was launched during the year in November 2022, which attracted

£800 million funding from ACCESS Authorities that had not previously invested with the
investment manager.
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Performance

As at 31 March 2023 the ACCESS ACS contains a number of sub-funds across UK and Global
Equities, Fixed Income and Diversified Growth Fund (DGF) Strategies.

Annualised investment performance for each of these asset classes is shown in the table
below for the three years ending 31 March 2023 and since inception.

3 years to Since inception to
31 March 2023 31 March 2023
(annualised) (annualised)
Asset
Asset class £bn Managers Perf. | B/mark | +/- Perf. | B/mark | +/-
Schroders, Baillie i
UK equities 2.6 | Gifford, Liontrust | 13.8% | 13.5% | 0.3% | 6.0% 6.1% 0.1%
and Blackrock ik
Baillie Gifford,
Longview,
GIOI??I Fidelity, Newton,
equities 10.9
J O Hambro,
(growth) Capital, Mondrian
anz Aréadian 17.1% | 16.0% | 1.1% | 13.0% | 9.7% 3.3%
Global M&G, Dodge &
equities 4.7 | Cox, Schroders
(value) and Macquarie
Royal London,
Fixed Baillie Gifford,
income 5 M&G, Fidelity -0.4% -1.7% 1.3% | 0.6% 0.2% 0.4%
and Janus
Henderson
Baillie Gifford, 0 0 - 0 0 -
DGF 1.3 Ruffer & Newton 7.4% 10.0% 2 6% 4.7% 5.4% 0.7%
Total 24.5 14.0% | 13.1% | 0.9% | 10.1% 7.5% 2.6%

Both Global Equities (which account for the largest allocation of assets £15.6 billion, c.64%
of all pooled assets) and Fixed Income saw investment outperformance over three years,
and since inception, to 31 March 2023. Despite negative returns from Diversified Growth
Funds and on UK Equities (since inception), the emerging trend is one of overall positive
performance.
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Savings

A budget for ongoing operational costs is set by the Joint Committee and is financed
equally by each of the eleven Authorities.

The table below summarises the financial position for 2022/23 along with the cumulative
position since the commencement of ACCESS activity in early 2016.

2022-23 2016 - 2023

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 - 2,100 3,338 6,907
Ongoing Operational Costs 1,175 1,366 5,292 7,695
Operator & Depository Costs 4,979 4,787 17,128 20,938
Total Costs 6,154 8,253 27,582 36,940
Pool Fee Savings 28,645 17,800 98,945 65,550
Net Savings Realised 22,491 9,547 71,363 26,510

2022/23 saw an underspend primarily due to lower than anticipated costs of procurement
and technical professional costs.

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 2022/23 fee savings have been calculated using the Chartered Institute of Public
Finance and Accountancy (CIPFA) price variance methodology and based on the average
asset values over the year. 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 DLUHC submission whilst delivering an
enhanced level of savings ahead of the timeline contained in the original proposal.
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Business Plan

The activities within last year’s 2022/23 Business Plan, are shown below. The ongoing
nature of a number of areas result in milestones spanning different years.

e Review of the corporate governance manual.
e Revisions and sign off by the councils of the Inter-Authority Agreement.
e ACCESS Responsible Investment guidelines agreed by the Joint Committee and
recommended to Councils.
e Agree the requirements for the UK Property and Global Property mandates.
o Procurement for implementation adviser carried out by MJ Hudson in
collaboration with the Hampshire procurement officer.
o UK Property and Global Property awarded to CBRE.
e Procurement for an independent third party to review the effectiveness of the
ACCESS Pool operations.

The Business Plan for 2023/24 was agreed by the Joint Committee in December 2022 and
covers:

¢ Independent third-party business review and implementation of any outcomes.

e Launch of emerging market sub-funds.

e Continuance of the implementation of the alternative investment programme.

e Investment of indirect UK and global property mandates with CBRE.

e Responsible Investment Phase Il procurement.

e Governance: the continued application of appropriate forms of governance
throughout ACCESS including the commencement of both responsible investment
reporting support for the Pool, and the second contract for communications
support.

e Scheduled evaluation: preparation for, and the commencement of, the
re- procurement of operator services in the penultimate year of the Operator
contract.
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Environmental, Social & Governance

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

Whilst the participating Authorities have an overriding fiduciary and public law duty to act
in the best long-term interests of their Local Government Pension Scheme (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.

Responsible Investment Guidelines

Following the completion of a review led by Minerva Analytics, ACCESS has now published
an updated Responsible Investment Guidelines. These have been developed around five
pillars: governance, process, implementation, stewardship and monitoring/reporting.

The key high-level points of the Guidelines are:

e The Councils remain sovereign (particularly in relation to setting investment
strategy). However, the opportunity exists for ACCESS to help coordinate RI
approaches;

e All Councils agree that Rl issues have the potential to impact investment returns
over the short, medium and long-term;

e Rlissues and concerns should be addressed primarily at the point of investment,
whether that is in relation to an individual stock, or an entire portfolio;

e A number of Rl priorities have been identified for the coming year, mostly
associated with establishing a ‘benchmark’ of where the Councils’ assets and asset
managers sit in terms of Rl concerns;

e Active stewardship remains the preferred approach when it comes to investments

— with engagement over divestment being the Councils’ combined approach;

e ACCESS, through the ASU and Link (the ACS Operator), will seek to ensure
appropriately structured Rl reporting is provided by the asset managers, so that
each Council can meet its own Rl reporting and communication objectives.

The Guidelines have been published in both summarised and full forms.
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Voting

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 guidelines set out the principles of good corporate governance and the means by
which ACCESS will seek its influence on companies. The voting activity is reported to the
Joint Committee on a quarterly basis.

During the year ACCESS voted at 2,801 meeting on 34,727 resolutions. On a quarterly basis
the votes can be summarised as below:

Number Votes Votes
Quarter of Votes cast cast cast Total
Meetings For Against Other Votes Cast
June 2022 1,920 24,301 3,664 605 24,301
September 2022 350 3,870 368 51 4,289
December 2022 250 2,204 297 72 2,573
March 2023 281 3,180 391 65 3,564
Engagement

Link Fund Solutions arranges regular sessions with the Investment Managers to present to
the Authorities Pension Fund Officers to demonstrate how they implement environmental,
social and governance into their investment strategy and decision- making process.

These also give the investment manager the opportunity to discuss the engagement

activities they have undertaken, what constructive dialogue was had and how they have
used their influence to encourage the adoption of best practice.
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Pool Costs

Details of the set-up costs, transition costs and ongoing operational costs incurred by the
Norfolk Pension Fund in respect of the ACCESS Pool are detailed below. The table reflects
the costs incurred in financial year 2022-23 and shows the cumulative costs to date since
financial year 2015-16 when the initial set up of the ACCESS Pool commenced. During
2022-23, Janus Henderson Multi Asset Credit was transitioned to the Pool.

Whilst the Fund has incurred costs associated with the set-up of the Pool, and transition of
the assets, the Fund has also benefitted from a number of savings. The table below shows
the savings made in 2022-23 and the total savings to date since financial year 2015-16.

2022-23
Actual Actual
In Year Cumulative
to date
£'000 £'000
Set Up Costs 0 183
Transition Costs 38 373
Ongoing Operational Costs 107 547
Total Costs 145 1,103
Pool Fee Savings 1,410 11,578
Net Savings Realised 1,265 10,484
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The analysis below shows the investment expenses incurred during the financial year
2022-23 between expenses incurred in respect of Pooled Assets held in the ACCESS Pool
and those assets held outside of the Pool. The analysis includes costs captured through the
cost transparency code.

2022-23 Asset Pool Non-Asset Pool Fund Total
Direct Indirect Total Direct Indirect Total
£000s £000s £000s bps £000s £000s £000s bps £000s bps
Management Fees
Invoice Fees (excl 0 0 0 0 1,777 0 1,777 5 1,777 5
VAT)
Performance 0 0 0 0 0 1,151 1,151 3 1,151 3
Fees paid from NAV 0 20,453 20,453 53 26,227 68
Pooled Funds 0 5,774 5,774 15
Broker Commission 23 0 23 0 367 1
345 0 345 1
Transaction Taxes 0 0 0 0 3 0 3 0 3 0
Implicit Costs 35 0 35 0 576 1
541 0 541 1
Legal and Advisory
0 0 0 0 0 0 0 0 0 0
Fees
Other Transaction 372 0 872 ) 1,326 3
Costs 454 0 454 1
Indirect Transaction 0 0 0 0 0 6692 6692 17 6,692 17
costs
Custody 0 0 0 0 21 0 21 0 21 0
Other 0 0 0 0 0 0 0 0 0 0
Total 1,340 5,774 7,115 18 2,727 28,296 31,023 80 38,138 98
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The analysis below shows the investment assets that transitioned to the ACCESS Pool
during financial year 2022-23 and the investment held outside of the Pool.

2022-23

Asset Pool managed investments
Pooled Investment - Equities - active

Total

Non-Asset Pool managed investments
UK Public Sector Quoted - active

UK Quoted - active

Equities - active

Pooled Investment vehicles - active
Pooled Investment vehicles - passive
Derivatives - Forward Currency
Property Funds

Property - directly held

Private Equity

Infrastructure

Timberland

Cash

Total

Total Fund

Opening Value

£'000

1,750,032
1,750,032

32,257
32,790

0
1,401,418
310,701
-5,295
521,833
1,046
414,125
372,010
19,077
41,176
3,141,138

4,891,170

%

35.78%
35.78%

0.66%
0.67%
0.00%
28.65%
6.35%
-0.11%
10.67%
0.02%
8.47%
7.61%
0.39%
0.84%
64.22%

100.00%

Closing Value

£'000

2,197,156
2,197,156

29,704
30,266
0
989,466
116,250
7,029
462,996
1,046
450,517
472,263
56,698
48,546
2,664,781

4,861,937

%

45.19%
45.19%

0.61%
0.62%
0.00%
20.35%
2.39%
0.14%
9.52%
0.02%
9.27%
9.71%
1.17%
1.00%
54.81%

100.00%
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2021-22

Asset Pool managed investments
Pooled Investment - Equities - active

Total

Non-Asset Pool managed investments
UK Public Sector Quoted - active

UK Quoted - active

Equities - active

Pooled Investment vehicles - active
Pooled Investment vehicles - passive
Derivatives - Forward Currency
Property Funds

Property - directly held

Private Equity

Infrastructure

Timberland

Cash

Total

Total Fund

Opening Value

£'000

1,742,187
1,742,187

31,832
33,256

0
1,303,656
270,520
-447
409,086
1,210
353,184
261,144
12,504
81,133
2,757,078

4,499,265

%

38.72%
38.72%

0.71%
0.74%
0.00%
28.97%
6.01%
-0.01%
9.09%
0.03%
7.85%
5.80%
0.28%
1.80%
61.28%

100.00%

Closing Value

£'000

1,750,032
1,750,032

32,257
32,790

0
1,401,418
310,701
-5,295
521,833
1,046
414,125
372,010
19,077
41,176
3,141,138

4,891,170

%

35.78%
35.78%

0.66%
0.67%
0.00%
28.65%
6.35%
-0.11%
10.67%
0.02%
8.47%
7.61%
0.39%
0.84%
64.22%

100.00%
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Pension Administration Strategy Report

The Norfolk Pension Fund Pension Administration Strategy (PAS) sets out the requirements
of employers which will enable them and the Norfolk Pension Fund to meet their legal
obligations in respect of the Local Government Pension Scheme (LGPS).

The aim of the PAS is to detail requirements for liaison and communication between
employers and the Norfolk Pension Fund and to establish minimum levels of administrative
performance required by all parties to meet their statutory obligations. The PAS aims to
promote good working relationships and improve transparency, efficiency and quality.

Norfolk Pension Fund works closely with employers to identify areas of poor performance
and ensure where necessary training and development are undertaken to address any
shortcomings.

This close working relationship has ensured that all our scheme employers have met
required service standards in respect of providing the Fund with:

e the name of an employer contact (Pension Liaison Officer)

e an employer discretions policy document

e astatement of compliance regarding the administration of the scheme
e timely data submissions

e timely response to enquiries by the Fund

This collaborative approach means during 2022-23 that the Fund has not been required to:

e issue any employer Improvement Notice

e recharge any employer for administration costs due to failure to comply with
requirements

e recover any costs from any employer for excessive service requests

e recharge any employer with other charges or obligations (e.g. fine imposed on the
Norfolk Pension Fund by regulatory bodies) which relate to performance of the
employer

e issue a penalty to any employer for failure to meet their statutory obligations

A copy of the Pension Administration Strategy is available at Appendix XIl and on our
website at www.norfolkpensionfund.org.
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Customer Care and Communication Strategy
Statement

The Norfolk Pension Fund is committed to delivering a consistently high level of
performance and customer service. Excellent communication is core to this commitment.

In all our communications we aim to:

e Provide clear, relevant, accurate, accessible and timely information

e Carefully listen, consider and respond to communications we receive

e Use plain English where possible and avoid unnecessary jargon

e Use the communication method that best suits the audience and the information
being passed on

How we achieve these objectives is detailed in our Customer Care and Communication
Strategy Statement, which can be found at Appendix X and on our website at
www.norfolkpensionfund.org/help/how-we-keep-in-touch/

The Statement sets out who our main customers and contacts are, detailing how and when
we communicate with them. We continually review and monitor our communications and
the Statement is formally reviewed and endorsed each year by the Pensions Committee.
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Norfolk Pension Fund

Statement of Accounts
2022-23

79



Statement of Responsibilities

The Authority’s Responsibilities
The Authority is required:

e to make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of those
affairs. In this authority, that officer is the Director of Strategic Finance;

e to manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets;

e to approve the statement of accounts.

The Director of Strategic Finance’s Responsibilities

The Director of Strategic Finance is responsible for the preparation of the Pension Fund
statement of accounts in accordance with proper practices as set out in the Chartered
Institute of Public Finance and Accountancy (CIPFA) and Local Authority (Scotland)
Accounts Advisory Committee (LASAAC) Code of Practice on Local Authority Accounting in
Great Britain (“the Code”).

In preparing this statement of accounts, the Director of Strategic Finance has:

e selected suitable accounting policies and then applied them consistently;
e made judgements and estimates that were reasonable and prudent;
e complied with the Code.

The Director of Strategic Finance has also:

e kept proper accounting records which were up to date;
e taken reasonable steps for the prevention and detection of fraud and other
irregularities.

Certificate by Director of Strategic Finance

| certify the statement of accounts set out on pages XX to XX presents a true and fair view
of the financial position of the Norfolk Pension Fund at the accounting date and its income
and expenditure for the year ended 31 March 2023.

Signed:

Harvey Bullen
Director of Strategic Finance

Date: XX XXXXXXX 2023
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Independent Auditor’s Report

Independent Auditor’s Statement to the Members of Norfolk County Council on
the Pension Fund Financial Statements

EY —page 1
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Revenue and Fund Account

For the Year Ended 31 March 2023

2021-22
£000

169,810
7,819
177,629

-155,016
-12,648
-167,664

9,965

-26,760

-16,795

69,637
-25

332,266

401,878

385,083

4,527,097

4,912,180

Dealings with members, employers and others directly
involved in the Fund

Contributions

Transfers in from other pension funds

Benefits

Payments to and on account of leavers

Net additions/withdrawals from dealings with members
Management Expenses

Net additions/withdrawals from dealings with members
Including Fund Management Expenses

Returns on investments
Investment income
Taxes on income

Profit and losses on disposal of investments and changes in
the market value of investments

Net return on investments

Net increase/decrease in the net assets available for
benefits during the year

Opening net assets of the scheme

Closing net assets of the scheme

86

Notes 2022-23

£000

7 184,958

8 11,626

196,584

9 -160,774

10 -6,883

-167,657

28,927

11 -31,433

-2,506

12 76,068

13a -1

14a -106,120

-30,053
-32,559

4,912,180

4,879,621



Net Assets Statement

As at 31 March 2023

2021-22 Notes 2022-23
£000 £000
4,901,001 Investment assets 14 4,862,783
-9,831 Investment liabilities 14 -846
4,891,170 Total Net Investments 4,861,937
506 Long term debtors 21 509
506 509

Current Assets

19,006 Debtors 21 16,110
10,350 Cash in hand 21 8,177
29,356 24,287

Current Liabilities
-8,852 Creditors 22 -7,112
-8,852 -7,112

20,504 Net current assets 17,175

Net assets of the Fund
4,912,180 available to fund benefits at 4,879,621
the period end

The Fund account and the net assets statement do not take account of liabilities to pay
pensions and other benefits after the period end. The ability to meet these future
liabilities is considered by the Fund actuary as part of the triennial formal valuation
process. Information relating to the valuation of these liabilities is shown in note 20.

Signed:

Harvey Bullen
Director of Strategic Finance

Date: XX XXXXXX 2023
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Notes to the Accounts

1. Description of Fund

The Norfolk Pension Fund ("the Fund") is part of the Local Government Pension Scheme
and is administered by Norfolk County Council (“the Administering Authority”). The
Administering Authority is the reporting entity for this pension fund.

The following description of the Fund is a summary only. For more detail, reference
should be made to the Norfolk Pension Fund Annual Report 2022-23 and the underlying
statutory powers underpinning the scheme, namely the Public Service Pensions Act
2013 and the Local Government Pension Scheme (LGPS) Regulations.

a) General
The scheme is governed by the Public Service Pensions Act 2013. The Fund is
administered in accordance with the following secondary legislation:

e The Local Government Pension Scheme Regulations 2013 (as amended)

e The Local Government Pension Scheme (Transitional Provisions, Savings and
Amendment) Regulations 2014 (as amended)

e The Local Government Pensions Scheme (Management and Investment of
Funds) Regulations 2016 (as amended)

It is a contributory defined benefit pension scheme administered by Norfolk County
Council to provide pensions and other benefits for pensionable employees of
Norfolk County Council, the district councils in Norfolk and a range of other
scheduled and admitted bodies. Teachers, police officers and fire fighters are not
included as they come within other national public sector pension schemes.

The Council has delegated its pension functions to the Pensions Committee.
Responsibility for the administration and financial management of the Fund has
been delegated to the Director of Strategic Finance.

The Pension Committee is responsible for the strategic management of the assets of
the Fund and the administration of benefits. The Committee meets quarterly in
order to:

e Ensure compliance with legislation and best practice

e Determine policy for the investment, funding and administration of the
Fund

e Monitor performance across all aspects of the service

e Consider issues arising and make decisions to ensure efficient and
effective performance and service delivery

e Appoint and monitor advisors

e Ensure that arrangements are in place for consultation with stakeholders
as necessary
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b) Membership
Membership of the LGPS is voluntary and employees are free to choose whether to
join the scheme, remain in the scheme or make their own personal arrangements
outside the scheme.

Organisations participating in the Norfolk Pension Fund include:

e Scheduled bodies, which are local authorities and similar bodies whose staff are
automatically entitled to be members of the Fund

e Admitted bodies, which are other organisations that participate in the Fund
under an admission agreement between the Fund and the relevant organisation.
Admitted bodies include voluntary, charitable and similar bodies or private
contractors undertaking a local authority function following outsourcing to the
private sector
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There are currently 425 employer organisations with active members in the Norfolk
Pension Fund including Norfolk County Council as detailed below. This is a net decrease
of two employers since 31 March 2022.

31 March 2022 31 March 2023

Number of Employers with Active Members 427 429

Full membership including employers with
deferred and legacy pension commitments

Number of Employees in Scheme

Norfolk County Council 13,257 13,990
Other Employers 16,728 18,073
Total 29,985 32,063

Number of Pensioners

Norfolk County Council 14,432 14,964
Other Employers 14,058 14,798
Total 28,490 29,662

Deferred Pensioners

Norfolk County Council 20,343 20,244
Other Employers 19,964 20,135
Total 40,307 40,379

Total Members membership including
employers with deferred and legacy 98,782 102,204
pension commitments
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The movement in employer numbers is due to the following employers leaving or joining
the Fund during the financial year:

Employers ceasing to have active Employers joining the active

employees in the section of the Fund:
Fund:
1. Aspens Services (Caister Academy) 1
Capita (Breckland Contract) 2.
Childhood First 3. Alburgh with Denton C of E Primary
4

2

3

4. Churchill Services (Acle Academy) . Churchill Services (Broadland District
5. Churchill Services (Eastern MAT) Council)
6
7
8

Aspens Services (Diss High School)
Aspens Services (Evolution Trust)

Edwards and Blake (Reepham High)
Harleston CofE Primary
Harrison Catering (Dussindale

5 Churchill Services (Easton College)
6. Chartwells (All Angels Federation)
7. Halvergate Parish Council
8
9

Primar i
9. Hembl?;\)gton Parish Council Lyng G@RE Prlm?ry School
10. Norfolk Educational Services (NES) ‘ Morley C of E Primary
11. NPS (Norwich) Ltd 10.  Mulbarton Parish Council
12.  Ormesby St Margaret with Scratby 11.  Scole C of E Primary

Parish Council 12.  Snettisham Parish Council
13.  Stalham Town Council 13. St Michaels Family Centre
14. Winterton-on-Sea Parish Council 14. Tacolneston C of E Primary
15.  Yare Education Trust 15.  The Bridge Easton School

16.  TIAA Ltd (South Norfolk District
Council)

17. Trowse with Newton Parish Council

A full list of participating employers is shown is Appendix I.

¢) Funding
Benefits are funded by employee and employer contributions and investment
earnings. For the financial year ending 31 March 2023, employee contributions are
made by active members of the Fund in accordance with the LGPS Regulations 2013
and range from 5.5% to 12.5% of actual pensionable pay.

Banding depends on a member’s actual annual pay rate. The table below shows the
bands for 2022-23 and 2023-24.

Employee contribution rates are prescribed by the governing regulations and cannot
be varied locally. Employers' contributions are set based on triennial actuarial
funding valuations.

The March 2019 triennial valuation set the rates payable by employers for the

period 1°* April 2020 to 31°* March 2023. Excluding lump sum deficit recovery
payments these rates range from 0% to 48.1% of actual pensionable pay.
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Contribution Actual Pensionable Pay Contribution

Actual Pensionable Pay

2022-23 rate per year 2023-24 rate per year
Up to £15,000 5.5% Up to £16,500 5.5%
£15,001 to £23,600 5.8% £16,501 to £25,900 5.8%
£23,601 to £38,300 6.5% £25,901 to £42,100 6.5%
£38,301 to £48,500 6.8% £42,101 to £53,300 6.8%
£48,501 to £67,900 8.5% £53,301 to £74,700 8.5%
£67,901 to £96,200 9.9% £74,701 to £105,900 9.9%
£96,201 to £113,400 10.5% £105,901 to £124,800 10.5%
£113,401 to £170,100 11.4% £124,801 to £187,200 11.4%
£170,101 or more 12.5% £187,201 or more 12.5%

d) Benefits

Pension benefits under the LGPS (until March 2014) were based on final
pensionable pay and length of pensionable service. From 1% April 2014 the scheme
became a career average scheme, whereby members accrue benefits based on their
pensionable pay in that year at an accrual rate of 1/49%".

Membership before

Membership April

Membership from

April 2008 2008 to March 2014 April 2014
Each year worked is Each year worked is 1/49 of pensionable
. worth 1/80 x final worth 1/60 pay in each year
Pension . . .
pensionable salary x final pensionable
salary
Automatic lump sum | No automatic lump No automatic lump
Lump Sum
of 3 x salary sum sum
Part of the annual Part of the annual Part of the annual
pension can be pension can be pension can be
Additional exchanged for a one- | exchanged for a one- exchanged for a one-
off tax-free cash off tax-free cash off tax-free cash
Lump sum
payment. A lump sum | payment. A lump sum | payment. A lump sum
of £12 is paid for each | of £12 is paid for each | of £12 is paid for each
£1 of pension given up | £1 of pension given up | £1 of pension given up
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Benefits are index-linked in order to keep pace with inflation. In June 2010, the
Government announced that the method of indexation would change from the
retail prices index (RPI) to the consumer prices index (CPI). This change took effect
from 1 April 2011. The appropriate index for April 2023 is 10.1% (3.1% April 2022).

There are a range of other benefits provided under the scheme including early

retirement, disability pensions and death benefits. For details, please contact the
Fund.
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2. Basis of Preparation

The Statement of Accounts summarises the Fund's transactions for the 2022-23
financial year and its position at year-end as at 31 March 2023. The accounts have
been prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2022-23 (the Code) which is based upon
International Financial Reporting Standards (IFRS) as amended for the UK public
sector.

The accounts summarise the transactions of the Fund and report on the net assets
available to pay pension benefits. The accounts do not take account of obligations

to pay pensions and benefits which fall due after the end of the financial year. The

actuarial present value of promised retirement benefits is disclosed in accordance

with the requirements of International Accounting Standard (IAS) 26. Full details of
this approach are disclosed at note 20 of these accounts.

The accounts have been prepared on a going concern basis.

In carrying out its assessment that this basis is appropriate, made to 30" November
2023, management of the fund have considered the additional qualitative and
qguantitative key requirements:

° The basis for preparation is supported by legislation for local authorities,
and the Code requirements on the basis of the continuation of services;

. All employers within the fund are paying contributions as per the rates and
adjustment certificate. No employer has requested to defer their payments
within the 2022-23 financial year, or within 2023-24 to date;

e  The fund does not have any external borrowing; and
The fund has an allocation of 47% to public equities, 19% to liquid fixed
income and holds around 1% of the Fund in cash (investment and current
cash balances). These are assets that can be liquidated to pay benefits
should the need arise.

On this basis, the fund has a reasonable expectation that it will have adequate
resources to continue in operational existence throughout the going concern
period. For this reason, alongside the statutory guidance, we continue to adopt the
going concern basis in preparing these financial statements.
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3. Summary of Significant Accounting Policies

Fund Account - Revenue Recognition

a)

b)

Contribution income

Employees’ normal and additional contributions are accounted for when deducted
from pay. Employer contributions are accounted for on the same basis as they are
expressed in the Rates & Adjustments certificate to the relevant formal valuation.
Employee and employer normal contributions are accounted for on an accruals
basis.

Employer deficit funding contributions are accounted for on the due dates on which
they are payable under the schedule of contributions set by the scheme actuary or
on receipt if earlier than the due date.

Employers' augmentation contributions and pensions strain contributions are
accounted for in the period in which the liability arises. Any amount due in year but
unpaid will be classed as a current financial asset. Amounts not due until future
years are classed as long-term financial assets.

Transfers to and from other schemes

Transfer values represent the amounts received and paid during the year for
members who have either joined or left the Fund during the financial year and are
calculated in accordance with the Local Government Pension Scheme Regulations
(see notes 8 and 10).

Individual transfers in and out are accounted for on a cash basis when received or
paid, which is normally when the member liability is accepted or discharged.

Transfers in from members wishing to use proceeds of their additional voluntary
contributions (see below) to purchase scheme benefits are accounted for on a
receipts basis and are included in Transfers In (see note 8).

Bulk (group) transfers are accounted for on an accruals basis in accordance with the
terms of the transfer agreement.
Investment income

i) Interestincome
Interest income is recognised in the Fund account as it accrues, using the
effective interest rate of the financial instrument as at the date of acquisition or
origination.
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ii) Dividend income
Dividend income is recognised on the date the shares are quoted ex-dividend.
Any amount not received by the end of the reporting period is disclosed in the
net assets statement as a current financial asset.

iii) Distributions from pooled funds
Income distributions from pooled funds are recognised at the date of issue. Any
amount not received by the end of the reporting period is disclosed in the net
assets statement as a current financial asset.

iv) Property-related income
Property-related income consists of rental income and income from pooled
property investment vehicles. Income from pooled property investment vehicles
is recognised as in iii) above.

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

Fund Account - Expense Items

d) Benefits payable

f)

g)

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

Taxation

The Fund is a registered public service scheme under section 1(1) of Schedule 36 of
the Finance Act 2004 and as such is exempt from UK income tax on interest received
and from capital gains tax on the proceeds of investments sold. Income from
overseas investments suffers withholding tax in the country of origin unless
exemption is permitted. Irrecoverable tax is accounted for as a Fund expense as it
arises.

Management expenses

The fund discloses its pension fund management expenses in accordance with the
CIPFA guidance Accounting for Local Government Pension Scheme Management
Expenses 2016.

Administrative expenses
All administrative expenses are accounted for on an accruals basis. All costs
incurred in respect of the administration of the Fund by the Administering
Authority are charged to the Fund. These include staff, accommodation and IT
costs.
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h) Oversight and Governance Costs

All oversight and governance expenses are accounted for on an accruals basis.
All staff costs associated with governance and oversight are charged direct to
the fund. Associated management and other overheads are apportioned to this
activity and charged as expenses to the fund.

Investment Management Expenses

All investment management expenses are accounted for on an accruals basis.
Fund Manager fees are broadly based on the market value of the assets under
management and therefore increase or reduce as the value of these investments
change. Fees payable to external investment managers and the custodian are in
accordance with the contractual agreements with the Fund.

In addition, the Fund has agreements with the following managers that an
element of their fee is performance related:

Manager Asset Class

Janus Henderson Global Investors

Fixed Income

Pantheon Infrastructure
J.P. Morgan Assetmnagement_ - Infrgructure
Equitix Infrastructure
Stafford Internaﬁal o A Timberland

- M&G

Fixed Income

2021-22 2022-23

£000 £000

Performance-related fees 725 1,034

Where an investment managers' fee invoice has not been received by the Net
Asset Statement date, an estimate based upon the market value of their
mandate as at the end of the year plus any appropriate performance allowance
is used for inclusion in the Fund account.
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2021-22 2022-23

£000 £000

Value of invoiced fees based on
estimates (excluding performance 3,408 458
fees and fee rebates)

The cost of obtaining investment advice from external consultants, investment
performance measurement, governance and voting and custody is included
within management expenses under the relevant heading.

Net Assets Statement

j)

k)

Financial assets

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

The values of investments as shown in the net assets statement have been
determined at fair value in accordance with the requirements of the code of
practice and IFRS13 (see note 16a). For the purposes of disclosing levels of fair value
hierarchy, the fund has adopted the classification guidelines in Practical Guidance
on Investment Disclosures (PRAG/Investment Association, 2016).

Freehold and leasehold properties

The direct freehold property holding was valued as at 31 March 2022. The direct
freehold property holding is valued every 3 years at the year-end date in line with
the triennial valuation of the Fund. The valuation is performed by independent
external valuers on a fair value basis and in accordance with the Royal Institute of
Chartered Surveyors’ Valuation Standards (9th Edition). The next valuation will be as
at 31 March 2025.

Foreign currency transactions

Dividends, interest and purchases and sales of investments in foreign currencies
have been accounted for at the spot market rates at the date of transaction. End-of-
year spot market exchange rates are used to value cash balances held in foreign
currency bank accounts, market values of overseas investments and purchases and
sales outstanding at the end of the reporting period.

m) Derivatives

The Fund uses derivative financial instruments to manage its exposure to specific
risks arising from its investment activities. The Fund does not hold derivatives for
speculative purposes.
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0)

p)

qa)

Derivative contract assets are fair valued at bid prices and liabilities are fair valued
at offer prices. Changes in the fair value of derivative contracts are included in
change in market value.

The future value of forward currency contracts is based on market forward
exchange rates at the year-end date and determined as the gain or loss that would
arise if the outstanding contract were matched at the year-end with an equal and
opposite contract.

Cash and cash equivalents

Cash comprises cash in hand and demand deposits as arising. Cash equivalents are
short-term, highly liquid investments that are readily convertible to known amounts
of cash and that are subject to minimal risk of changes in value. Cash and cash
equivalents held with the global custodian (Northern Trust) are classified as cash
deposits within other investment balances. Operational cash balances managed by
the Administering Authority’s treasury management operations are disclosed as
cash in hand within current assets.

Financial liabilities

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

Actuarial present value of promised retirement benefits

The actuarial present value of promised retirement benefits is assessed on a
triennial basis by the scheme actuary in accordance with the requirements of 1AS 19
and relevant actuarial standards.

As permitted under IAS 26, the Fund has opted to disclose the actuarial present
value of promised retirement benefits by way of a note to the net assets statement
(note 20).

Additional voluntary contributions (AVCs)

The Fund has three appointed providers of AVCs; Prudential, Clerical Medical and
Utmost Life and Pensions (previously Equitable Life - a legacy arrangement that is
not open to new contributors).

AVCs are held by the providers and do not form part of the Fund’s assets. These
amounts are not included in the main Fund accounts in accordance with Regulation
4 (1) (b) of the Pension Scheme (Management and Investment of Funds) Regulations
2016 but are disclosed as a note only (note 23).
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Members participating in these arrangements receive an annual statement at 31
March each year showing the amount held in their account and the movements in
the year. Contributions are deducted from member salaries by their employer and
paid directly to the AVC providers. AVCs may be used to fund additional retirement
benefits or to purchase additional life cover at a level higher than that provided by
the main scheme.

Upon retirement the value of an individual AVC account may be used in some or all
the following ways depending on the circumstances of the retiring member:

1. Buy an annuity from a third-party provider

2. Buy an annuity within the LGPS

3. Take some of or the entire accumulated AVC fund as cash, if within
limits set down in the scheme regulations and by HMRC

4. Under certain specific circumstances buy extra membership within
the LGPS (this is a legacy right associated with some members only)

Accounting Standards issued but not yet adopted

r) The Code of Practice on Local Authority Accounting in the United Kingdom 2022-23
requires the disclosure of information relating to the expected impact of changes
that will be required by a new standard that has been introduced but not yet
adopted and applies to the adoption of the following disclosures as amended in the
2023 - 2024 code:

IAS 1 — Disclosure of Accounting Policies

IAS 8 - Definition of Accounting Estimates

IAS 12 - Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

IFRS 3 -Reference to the Conceptual Framework

The code requires implementation of the above disclosure from 1 April 2023. These
changes are not considered to have a material effect on the Pension Fund accounts
of 2022-23.

Contingent Assets and contingent liabilities

s) Contingent liability arises where an event has taken place prior to the year-end
giving rise to a possible financial obligation whose existence will only be confirmed
or otherwise by the occurrence of future events. Contingent liabilities can also arise
in circumstances where a provision would be made, except that it is not possible at
the balance sheet date to measure the value of the financial obligation reliably.

A contingent asset arises where an event has taken place giving rise to a possible

asset whose existence will only be confirmed or otherwise by the occurrence of
future events.

100



Contingent assets and liabilities are not recognised in the net assets statement but
are disclosed by way of narrative in the notes.

4. Critical Judgements in Applying Accounting Policies

Unquoted private equity investments

It is important to recognise the subjective nature of determining the fair value of
private equity investments. They are inherently based on forward-looking estimates
and judgements involving many factors.

The values of the investment in private equity are based on valuations provided by the
general partners to the private equity funds in which Norfolk Pension Fund has
invested. These valuations are prepared in accordance with the International Private
Equity and Venture Capital Valuation guidelines, which follow the valuation principles
of IFRS and US GAAP. Cash flow adjustments are used to roll forward the valuations to
31 March as appropriate.

Funds managed by HarbourVest are subject to full valuations at 31 March each year.

abrdn Capital Partners funds are valued at 31 December and rolled forward for cash
flows to 31 March.

2021-22 2022-23

£000 £000

Value of unquoted private

. 414,125 450,516
equity

Pooled Investment Vehicle — Property/Freehold Property

Pooled investment vehicles are valued at closing bid prices if both bid and offer prices
are published; or if single priced, at the closing single price. In the case of pooled
investment vehicles that are accumulation funds, change in market value also includes
income which is reinvested in the Fund, net of applicable withholding tax.

Pooled property funds and Limited Partnerships in property have derived underlying
assets that have been valued by independent external valuers on a fair value basis and
generally in accordance with the Royal Institute of Chartered Surveyors’ Valuation
Standards (9th Edition). The valuation of freehold property is performed by
independent external valuers on a fair value basis and in accordance with the Royal
Institute of Chartered Surveyors’ Valuation Standards (9th Edition).

2022-23

£000

Value of Pooled Investment
Vehicle — Property/Freehold 522,878 464,041
Property
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Infrastructure Equity Pooled Fund

Investments in Pooled Infrastructure Funds are valued using the fair value of the
underlying investments. All assets are valued using income or discounted cash flows.
Audited valuation is carried out annually and is based on the Limited partnerships are
valued at Fair value based on the net asset value ascertained from periodic valuations
provided by those controlling the partnership.

2021-22 2022-23

1 20[00) 1 20[00)

Value of Infrastructure Equity

Pooled Fund 372,010 472,264

Timberland Equity Pooled Fund

Investments in Pooled Timberland Funds are valued using the fair value of the
underlying investments. Assets are valued by independent appraisers using
comparable asset costs or sales and discounted cash flows. Audited valuations are
carried out annually and based on the Fair value of the fund.

2021-22 2022-23

£000 £000

Value of Timberland Equity

Pooled Fund 8 < 26,698

Pooled llliquid Closed-Ended Debt Funds

Pooled investment vehicle is valued at closing bid prices if both bid and offer prices are
published; or if single priced, at the closing single price. In the case of pooled investment
vehicles that are accumulation funds, change in market value also includes income, which is
reinvested in the Fund, net of applicable withholding tax. The credit fund is valued monthly on
a Net Asset Value basis. The five debt funds are valued quarterly on a Net Asset Value basis.

2021-22 2022-23

£000 £000

Value of Pooled llliquid

Closed-Ended Debt Funds 167,100 167,064

Pension fund liability

The pension fund liability is calculated every three years by the appointed actuary. The
assumptions underpinning the valuations are agreed with the actuary and are
summarised in note 19. In accordance with 1AS26 the Fund is also required to disclose
on an annual basis the actuarial present value of promised retirement benefits (see
note 20). Actuarial methodology used in triennial valuations is different from that used
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in 1AS26, therefore they will produce different liability values at a common valuation
date.

The liability estimates in notes 19 and 20 are subject to significant variances based on
changes to the underlying assumptions and actual future experience related to the
development of pension liabilities.
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5. Assumptions Made About the Future and Other Major Sources of Estimation

Uncertainty

i) The preparation of financial statements requires the Administering Authority to make
judgements, estimates and assumptions that affect the amounts reported for assets
and liabilities as at the balance sheet date and the amounts reported for the revenues
and expenses during the year. However, the nature of estimation means that actual
outcomes could differ from those estimates

The key judgements and uncertainty that have a significant risk of causing material
adjustment to the carrying amounts of assets and liabilities within the next financial

year are:

Uncertainties

Effect if actual results differ from assumptions

Actuarial present
value of promised
retirement
benefits
(measured under
IAS26)

Estimation of
the net
liability to pay
pensions
depends on a
number of
complex
judgements
relating to the
discount rate
used, the rate
at which
salaries are
projected to
increase,
changesin
retirement
ages,
mortality rates
and expected
returns on
pension fund
assets. A firm
of consulting
actuaries is
engaged to
provide the
Fund with
expert advice
about the

CIPFA guidance requires the disclosure of the sensitivity
of the results to the methods and assumptions used. The
sensitivities regarding the principal assumptions used to

measure the liabilities are set out below:

Sensitivity to the

assumptions for the % increase

year ended 31 March to liabilities
2023

0.1% p.a. increase in the 2%
Pension Increase Rate

1 year increase in 4%
member life expectancy

0.1% p.a. increase in the 0%
Salary Increase Rate

0.1% p.a. decrease in 2%

the Real Discount Rate

Approximate Approximate

monetary
amount (€m)

£88m

£195m

£8m

£80m
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Uncertainties

assumptions
to be applied.

Effect if actual results differ from assumptions

Private Equity

Private equity
investments
are valued at
fair value in
accordance
with
appropriate
standards and
guidance.
These
investments
are not
publicly listed
and as such
thereis a
degree of
estimation
involved in the
valuation.

The total private equity investments in the financial
statements are £450.5m. There is a risk that this
investment may be under or overstated in the accounts.

Generally, these investments are valued a minimum of a

guarter in arrears. Actual valuations as at 31 March 2023
for all HarbourVest private equity investments have been
used in the accounts.

Estimated valuations (valued at 31 December 22 and
rolled forward for cash flows to 31 March 23) for abrdn
Capital Partners have been used in the accounts.

Pooled

Property/Freehold

Property

Pooled
investment
vehicles are
valued at
closing bid
prices if both
bid and offer
prices are
published; or
if single
priced, at the
closing single
price. In the
case of pooled
investment
vehicles that
are
accumulation
funds, change
in market
value also

The total pooled property/freehold property investments
in the financial statements are £464m. There is a risk that
this investment may be under or overstated in the
accounts.
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Uncertainties

includes
income which
is reinvested
in the Fund,
net of
applicable
withholding
tax. For
freehold
property the
valuation is
performed by
independent
external
valuerson a
fair value basis
andin
accordance
with the Royal
Institute of
Chartered
Surveyors’
Valuation
Standards (9th
Edition).

Effect if actual results differ from assumptions

Pooled
Infrastructure
Equity

Investments in
Pooled
Infrastructure
Funds are
valued using
the fair value
of the
underlying
investments.
All assets are
valued using
income or
discounted
cash flows.
Audited
valuation is
carried out
annually and

The total Pooled Infrastructure Equity investments in the
financial statements are £472.3m. There is a risk that this
investment may be under or overstated in the accounts.
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Uncertainties

is based on
the Limited
partnerships
are valued at
Fair value
based on the
net asset
value
ascertained
from periodic
valuations
provided by
those
controlling the
partnership.

Effect if actual results differ from assumptions

Timberland Equity
Pooled Fund

Investments in
Pooled
Timberland
Funds are
valued using
the fair value
of the
underlying
investments.
Assets are
valued by
independent
appraisers
using
comparable
asset costs or
sales and
discounted
cash flows.

Audited
valuations are
carried out
annually and
based on the
Fair value of
the fund.

The total Pooled Timberland Equity investments in the
financial statements are £56.7m. There is a risk that this
investment may be under or overstated in the accounts.
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Uncertainties

Pooled llliquid
Closed-Ended
Debt Funds

Pooled
investment
vehicle is
valued at
closing bid
prices if both
bid and offer
prices are
published; or
if single
priced, at the
closing single
price. In the
case of pooled
investment
vehicles that
are
accumulation
funds, change
in market
value also
includes
income which
is reinvested
in the Fund,
net of
applicable
withholding
tax. The
credit fund is
valued
monthly on a
Net Asset
Value basis.
The three
debt funds are
valued
qguarterly on a
Net Asset
Value basis.

Effect if actual results differ from assumptions

The total Pooled Debt Fund investments in the financial
statements are £167.1m. There is a risk that this
investment may be under or overstated in the accounts.

Having analysed historical data and current market trends, and consulted with
independent investment advisors, the fund has determined that the valuation methods
described above are likely to be accurate to within the following ranges as at 31 March.
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Pooled Property/Direct Freehold Property 10.00%

Private Equity 15.00%
Pooled Infrastructure Equity 10.00%
Pooled Timberland Equity 10.00%
Pooled Debt Funds 10.00%
Pooled Real Estate Funds 12.00%

Full details of the impact on asset values are detailed in note 16.

6. Events after the Net Asset Statement Date

There have been no events since 31 March 2023, and up to the date when these accounts
were authorised, which require any adjustments to these accounts.
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7. Contributions Receivable

By Category
2021-22 2022-23

£000 £000
133,823 Employers — normal 145,201
70 Employers — special 0
824 Employers — strain 1,564
34,527 Members —normal 37,797
566 Members — purchase of additional scheme benefits 396
169,810 184,958

Employer Normal contributions include Deficit recovery (Secondary) contributions as
shown below. Where applicable the actuarial certification of the employers’ contribution
rate includes an element in respect of secondary contributions.

2021-22 2022-23
£000 £000
38,546 !Deflut reFovery (Secondary) contrl!outlgn 38,730

included in employer normal contributions
38,546 38,730

Special contributions represent amounts paid by employers in excess of the minimum
contribution levels required by the Actuary (in the Rates and Adjustment Certificate to the
applicable triennial valuation) and to termination settlements agreed by scheduled bodies
ceasing participation in the Fund. They do not relate to augmentation and strain arising on
non ill-health early retirements.

Pension benefits are funded to be paid from normal retirement age. If any employee is
allowed to take their pension benefits early this places an additional cost (strain) on the
Pension Fund. Employers are required to reimburse the Pension Fund in respect of the
“strain costs” arising from an employee taking early retirement. In some cases, the cost
can be paid in full at the date of retirement or by instalments over 3 years in which case
interest is added.
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By Authority

2021-22 2022-23
£000 £000
72,799 Administering authority 79,513
78,252 Other scheduled bodies 87,659

4,350 Community admission bodies 4,495
2,592 Transferee admission bodies 2,652
11,817 Resolution bodies 10,639
169,810 184,958

The LGPS provides scope for employers to award additional years of membership on
retirement. If an employer opts to award augmented membership, the employer is
required to purchase the additional period from the Pension Fund. Again, in some cases
the cost can be paid in one instalment or over 3 years with an appropriate interest
adjustment.

The outstanding instalments due after 31 March were:

2021-22

£000

Strain instalments due after the Net Asset

Statement date 68

1 68

The debtors figure for augmentation/strain due in note 21 comprises the total of these
balances plus the outstanding invoiced balances in respect of augmentation/strain due
from Fund employers at 31 March 2023.
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8. Transfers In From Other Pension Funds

2021-22
£000
0 Group transfers 0
7,819 Individual transfers 11,626
7,819 11,626

There were no group transfers in 2022-23. The individual transfers figure represents the
payments received by the Fund in relation to individual members’ transfers of benefit into
the Fund from other pension arrangements.

9. Benefits Payable

By Category

2021-22 2022-23

£000 £000

129,561 Pensions 137,276

21,194 Commutation and lump sum retirement benefits 20,599

4,261 Lump sum death benefits 2,899
155,016 160,774
By Authority
2021-22 2022-23
£000 £000

70,286 Administering authority 72,099

58,209 Other scheduled bodies 60,674

7,329 Community admission bodies 7,397

4,162 Transferee admission bodies 4,840

15,030 Resolution bodies 15,764

155,016 160,774
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10. Payments To and On Account of Leavers

2021-22
£000
3,686 Group transfers 0
355 Refunds to members leaving service 441
8,607 Individual transfers 6,442
12,648 6,883

There were no Group Transfers in 2022-23 (Otley College Suffolk in 2021-22).
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11. Management Expenses

Pension Fund management expenses for 2022-23 are accounted for in accordance with the
CIPFA guidance Accounting for Local Government Pension Scheme Management Costs.

Note 11 Management Expenses now includes fund administration costs, oversight and
governance costs (previously included with the fund administration cost figure) and
investment management expenses (including Transaction Costs previously included in
investment Purchases and Sales).

2021-22 2022-23
£000 £000
2,111 Administrative costs 2,163
23,743 Investment management expenses 28,248
906 Oversight and governance costs 1,022
26,760 31,433

The Local Government Pension Scheme Regulations enables administration expenses
(including Oversight and Governance) to be charged to the Fund.
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11a. Investment Expenses

31
March
2023 Management Performance Transaction
Total Fees Related Fees Costs
£000 £000 £000 £000
Fixed Interest Securities 0 0 0 0
Pooled Investments 9,681 9,625 -117 173
Private equity 8,552 8,552 0 0
Ir'lfrastructure (Incl. 5,983 4,832 1151 0
Timberland)
Direct Freehold Property 37 37 0 0
Derivatives forward 987 987 0 0
Currency
25,240 24,033 1,034 173
Fees and Other 2,987
expenses
21
Custody fees
Total 28,248
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RESTATED

Fixed Interest Securities
Pooled Investments
Private equity

Infrastructure (Incl.
Timberland)

Direct Freehold Property

Derivatives forward
Currency

Fees and Other
expenses

Custody fees

Total

31
March

116

2022 Management Performance Transaction
Total Fees Related Fees Costs
£000 £000 £000 £000
0 0 0 0
10,685 9,872 694 119
5,439 5,439 0 0
3,815 3,784 31 0
25 25 0 0
1,310 1,310 0 0
21,274 20,430 725 119
2,435
34
23,743



12. Investment Income

2021-22 2022-23
£000 £000

617 Income from fixed interest securities 185

38 Income from index linked securities 140

18,389 Pooled Property investments 19,277

45,217 Pooled fund income - unit trusts and other managed funds 50,400

483 Private equity income 1,845
4,791 Pooled funds rebate 2,363
19 Interest on cash deposits 1,413

55 Rents from Property (note 12a) 57

28 Other 388
69,637 76,068

12a. Property Income

2021-22
£000
55 Rental income 57
-25 Direct operating expenses -37
30 Netincome 20
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13. Other Fund Disclosures

13a. Taxes on Income

2021-22
£000
25 Withholding tax — pooled investments 1
25 1

13b. External Audit costs

2021-22 2022-23
£000 £000

72 Payable in respect of external Audit 86

72 86
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14. Investments

Market Value Market Value

31 March 2022 31 March 2023
£000 £000

65,047
3,853,238
521,833
414,125
1,046
4,536
36,160
5,016
4,901,001

-9,831
0

-9,831

4,891,170

Investment assets

Fixed Interest Securities
Pooled Investments

Pooled property investments
Private equity Partnerships
Direct Freehold Property
Derivatives — forward currency
Cash deposits

Amounts receivable for sales

Total investment assets

Investment liabilities
Derivatives - forward currency
Amounts payable for purchases

Total investment liabilities

Net investment assets
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59,970
3,831,834
462,996
450,516
1,046
7,875
48,546

0
4,862,783

-846

-846

4,861,937



14a. Reconciliation of Movements in Investments and Derivatives 2022-23

Fixed Interest Securities

Pooled property investments
Pooled investments
Private equity

Direct Freehold Property

Derivative contracts:

- Forward currency contracts

Other investment balances:
- Cash deposits

- Amount receivable for sales
of investments

- Amount payable for
purchases of
investments

Net investment assets

Purchases Sales Changein
Market during the duringthe market Market
value yearand vyear and value value
31 March derivative derivative duringthe 31 March
2022 payments receipts year 2023
£000 £000 £000 £000 £000
65,047 15,738 -5,073 -15,742 59,970
521,833 26,413 -20,470 -64,780 462,996
3,853,238 412,559  -380,074 -53,889 3,831,834
414,125 83,097 -67,603 20,897 450,516
1,046 0 0 0 1,046
4,855,289 537,807 -473,220 -113,514 4,806,362
-5,295 92,610 -85,523 5,237 7,029
-5,295 92,610 -85,523 5,237 7,029
36,160 0 48,546
5,016 2,157 0
0 0 0
-106,120 4,861,937

4,891,170
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14a. Reconciliation of Movements in Investments and Derivatives 2021-22

Fixed Interest Securities

Pooled property investments
Pooled investments
Private equity

Direct Freehold Property

Derivative contracts:

- Forward currency contracts

Other investment balances:
- Cash deposits

- Amount receivable for sales
of investments

- Amount payable for
purchases of
investments

Net investment assets

121

Purchases Sales Change in
Market during the duringthe market Market
value yearand year and value value
31 March derivative derivative duringthe 31 March
2021 payments receipts year 2022
£000 £000 £000 £000 £000
65,088 33,334 -32,824 -551 65,047
409,086 81,252 -33,362 64,857 521,833
3,590,011 261,682  -154,255 155,800 3,853,238
353,184 57,970  -108,872 111,843 414,125
1,210 0 0 -164 1,046
4,418,579 434,238  -329,313 331,785 4,855,289
-447 53,290 -54,040 -4,098 -5,295
-447 53,290 -54,040 -4,098 -5,295
82,133 3,477 36,160
0 0 5,016
-1,000 1,102 0
4,499,265 332,266 4,891,170



14a. Transaction Costs

Transaction costs are included in the cost of purchases and in sale proceeds. These
include costs charged directly to the Fund, such as fees, commissions, stamp duty and
other fees. In addition to these costs, indirect costs are incurred through the bid-offer
spread on investments within pooled investments.

Transaction costs incurred during 2022-23 173

Transaction costs incurred during 2021-22 119

122



14b. Investments Analysed by Fund Manager

Market Value WV EIGAEITE
31 March 2022 31 March 2023

£000 % £000 %

Investments Managed by the ACCESS Pool (Link Fund Solutions)
719,188 14.70% LF ACCESS Global Equity (ex UK) Fund 709,657 14.60%
432,717 8.85%  LF ACCESS Globe Equity Capital Fund 414,417  8.52%

303,451 6.20% LF ACCESS Globe Equity Mondrian Fund 299,388 6.16%

294,676 6.02% LF ACCESS UK Equity Core Fund 290,236 5.97%
LF ACCESS Janus Henderson MAC 291,517 6.00%
LF ACCESS Global Alpha Paris Aligned 191,941 3.95%
1,750,032  35.77% 2,197,156 45.20%

Investments Managed outside of the ACCESS Pool

585,867 11.98% Janus Henderson Global Investors 235,067 4.83%
531,532 10.87% LaSalle Investment Management 475,617 9.77%
437,423 8.94% M&G — (Incl. Infracapital) 457,809 9.42%
408,700 8.36% HarbourVest Partners 451,229 9.28%
310,701 6.35% UBS 116,251 2.39%
173.826 3.55% Insight Investment ** 179,060 3.68%
171.919 3.51% Capital International Limited 179,769 3.70%
169.495 3.47% J.P. Morgan Asset Management 219,353 4.51%
114.613 2.34% Equitix 126,770 2.61%
80.332 1.64% Goldman Sachs Asset Management 0 0.00%
42,985 0.88% AVIVA Investors 44,991 0.93%
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38,295 0.78% Pantheon 54,244 1.12%

29,230 0.60% Global Custodian* 35,565 0.73%
25,052 0.51% abrdn Capital Partners 32,358 0.67%
20,858 0.43% Stafford Capital Partners 56,698 1.16%
310 0.02% Berenberg Bank** 0 0.00%
3,141,138 64.23% 2,664,781 54.80%
4,891,170 100.00% 4,861,937 100%

All the above companies are registered in the United Kingdom.

* The assets held by the Global Custodian(s) represent cash held in money market funds
primarily to meet the cash flow requirements of the Fund’s private markets
programme.

**Currency hedging contracts in respect of the Fund’s overseas equity holdings are
reported in the Insight Investment and Berenberg Bank holdings. The market value of
the contracts could represent a payable or receivable. The Insight Investment holding
includes the Fixed Interest Securities (Gilts).
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The following Investments Representing More Than 5% of the Net Assets of the Scheme
as at 31 March 2023

Market Market

Value Percentage Value Percentage

Security 31 March of total 31 March of total

2022 fund 2023 fund

£000 % £000 %
LF ACCESS Global Equity (ex UK) Fund 719,188 14.6 709,657 14.5
LF ACCESS Globe Equity Capital Fund 432,717 8.8 414,417 8.5
LF ACCESS Globe Equity Mondrian Fund 303,451 6.2 299,388 6.1
M&G Alpha Opportunities Fund 283,328 5.8 293,505 6.0
LF ACCESS Janus Henderson MAC 291,517 6.0
LF ACCESS UK Equity Core Fund 294,676 6.0 290,236 5.9

During the year there were no individual investment (a single security) exceeding 5% of
the total value of the net assets. Six pooled holdings (seven in 2021-22) represent over
5% of the total value of the net assets of the scheme. Each holding is a pooled
investment vehicle and comprises the following:

e Asat 31 March 2023 the LF ACCESS Global Equity ex UK A INC fund held 203
(206) stocks.

e Asat 31 March 2023 the M&G Alpha Opportunities Fund has 550 (539)
individual issues, across 396 (433) issuers.

e Asat 31 March 2023 the Link Fund Sol Ltd Janus Henderson Multi Asset
Credit Fund held 387 individual issues from issuers 312 (not held as at 31 March
2022).

e Asat 31 March 2023 the Link Fund Sol Ltd Access UK Equity Core A Inc fund
held 57 (57) stocks.

e Asat 31 March 2023 the Link Fund Sol Ltd Access Globe Eq Mondrian A Inc
fund held 47 (45).

e Asat 31 March 2023 the Link Fund Sol Ltd Access Globe Equity Cap A Inc fund
held 295 (303).
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14d. Property Holdings

Details of the Funds directly owned freehold properties are as follows:

1,210 Opening balance 1,046
0 Additions 0

0 Disposals 0

0 Netincrease in market value 0
-164 Other changes in fair value 0
1,046 Closing balance N 1,046

There are no restrictions on the realisability of the property or the remittance of income or
proceeds on disposal and the Fund is not under any contractual obligations to purchase,
construct or develop the property. Nor does it have any responsibility for any repairs,
maintenance or enhancements relating to properties that are occupied.
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15. Analysis of Derivatives

Objectives and policies for holding derivatives

The holdings in derivatives are to hedge exposures to reduce risk in the Fund. The
use of derivatives is managed in line with the investment management agreements
between the Fund and the investment managers holding mandates that permit the
use of these instruments.

a) Futures

Futures contracts are exchange traded contracts to buy or sell a standard quantity
of a specific asset at a pre-determined future date. The economic exposure
represents the notional value of stock purchased under futures contracts and is
therefore subject to market movements.

The Fund has also authorised the use of futures by Janus Henderson to assist in
meeting the investment objectives that they have been set. Janus Henderson did
not hold any futures contracts in its portfolio at 31 March 2023 (2022 nil).

b) Forward foreign currency

In order to maintain appropriate diversification and to take advantage of overseas
investment opportunities, a significant proportion of the Fund's quoted equity
portfolio is in overseas stock markets. To reduce the volatility associated with
fluctuating currency rates, the Fund has a currency hedging programme in place,
managed by Insight Investment.

The Fund also requires LaSalle to hedge 100% of the currency exposure arising from
its discretionary (off-benchmark) investments in global (ex-UK) property funds. This
hedging activity covers US Dollar, Euro, and Australian Dollar exposures. In addition
to these mandate positions short term contracts may also arise in portfolios
investing in non-Sterling denominated assets as a consequence of the need to settle
transactions in foreign currencies. These tend to be shorter term contracts than
those undertaken for other purposes but settlement may span the balance sheet
date.
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15a. Open forward currency contracts

Liabili
Currency Local value Currency Local value LA
Settlement bought 000 sold 000 value
4 £000
Up to one month GBP 34,014 AUD -59,255 1,905 0
Up to one month GBP 23,134 EUR -26,187 104 0
Up to one month GBP 544 JPY -86,719 16 0
Up to one month GBP 6,678 usD -8,284 0 -19
Between one &
three months GBP 17,691 EUR -19,880 193 0
Between one &
three months GBP 244,491 JPY -39,058,300 5,657 0
Between one &
three months JPY 11,563,700 GBP -71,537 0 -827
Open forward currency contacts at 31 March 2023 7,875 -846
Net forward currency contracts at 31 March 2023 7,029
Prior year

Comparative

Open forward currency contacts at 31 March 2022 4,536 -9,831

Net forward currency contracts at 31 March 2022 -5,295
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16. Fair Value — Basis of Valuation

The basis of the valuation of each class of investment asset is set out below. There has been no
change in the valuation techniques used during the year. All assets have been valued using fair

value techniques which represent the highest and best price available at the reporting date.

Description
of Asset

Equities

UK Gilts and
Quoted
Bonds

FX

Equity
Futures

Pooled
Investment
Vehicle —
Equity and
Debt

Valuation
Hierarchy

Level 1

Level 1

Level 1

Level 1

Level 2

Basis of Valuation

The value of an investment
for which there is a readily
available market price is
determined by the bid
market price ruling on the
final day of the accounting
period.

Fixed interest securities are
valued at a market value
based on current yields.

Market forward exchange
rates at the year-end.

Published exchange prices
at year end.

Valued at closing bid prices
if both bid and offer prices
are published; or if single
priced, at the closing single
price. In the case of pooled
investment vehicles that
are accumulation funds,
change in market value also
includes income which is
reinvested in the Fund, net
of applicable withholding
tax.
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Observable and
unobservable inputs

Not required

Not required

Exchange rate risk

Not required

The valuation is undertaken
by the investment manager
or responsible entity and
advised as a unit or security
price. Observable inputs are
used.

The valuation standards
followed in these valuations
adhere to industry guidelines
or to standards set by the

constituent documents of the

pool or the management
agreement.

Key
sensitivities
affecting
the
valuations
provided

Not
required

Not
required

Not
required

Not
required

Not
required



Description
of Asset

Pooled
Investment
Vehicle -
Property

Direct
Freehold
Property

Valuation
Hierarchy

Level 3

Level 3

Basis of Valuation

Pooled investment vehicles
are valued at closing bid
prices if both bid and offer
prices are published; or if
single priced, at the closing
single price. In the case of
pooled investment vehicles
that are accumulation
funds, change in market
value also includes income
which is reinvested in the
Fund, net of applicable
withholding tax.

The valuation is performed
by independent external
valuers on a fair value basis
and in accordance with the
Royal Institute of Chartered
Surveyors’ Valuation
Standards (9th Edition)
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Observable and
unobservable inputs

Investments in unquoted
property pooled funds are
valued at the net asset value
or a single price advised by
the fund manager.

Pooled property funds and
Limited Partnerships in
property have derived
underlying assets that have
been valued by independent
external valuers on a fair
value basis and generally in
accordance with the Royal
Institute of Chartered
Surveyors’ Valuation
Standards (9th Edition).

Existing lease terms
and rentals;
Independent market
Research;

Nature of tenancies;
Covenant strength for
existing tenants;
Assumed vacancy
Levels;

Estimated rental
Growth;

Discount rate.

Key
sensitivities
affecting
the
valuations
provided

Valuations
could be
affected by
Material
events.

Significant
changes in
rental
growth,
vacancy
levels or
the
discount
rate could
affect
valuations
as could
more
general
changes to
market
prices.



Private Equity Level 3

Infrastructure Level 3
Equity Pooled
Fund

Investments in private
equity funds and unquoted
listed partnerships are
valued based on the Fund's
share of the net assets in
the private equity fund or
limited partnership using
the latest financial
statements published by
the respective fund
managers in accordance
with the appropriate
industry guidelines.

to judgment by the

guidelines.

Limited partnerships are
valued at Fair value based
on the net asset value
ascertained from periodic
valuations provided by
those controlling the
partnership.

Investments in Pooled
Infrastructure Funds
are valued using the
fair value of the
underlying
investments.

Assets are valued using
income or discounted
cash flows.

Audited valuations are
carried out annually
and based on the
Limited partnerships
valued at Fair value or
based on the net asset
value ascertained from
periodic valuations
provided by those

Unobservable inputs are
subject to judgment by the
respective manager but are
applied in accordance with
the appropriate industry
guidelines.
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respective manager but are
applied in accordance with
the appropriate industry

Observable inputs are subject Valuations

could be
affected by
Material
events
occurring
between
the date of
the
financial
statements
provided
and the
Pension
fund’s own
reporting
date, by
changes to
expected
cash flows,
and by any
differences
between
audited and
unaudited
accounts.

Valuations could
be affected by
Material events
occurring between
the date of the
financial
statements
provided and the
Pension fund’s
own reporting
date, by changes
to expected cash
flows, and by any
differences
between audited
and unaudited
accounts.



Timberland
Equity Pooled
Fund

Pooled Debt
Funds —
Credit

Pooled Debt
Funds —
Special
Situations

Level 3

Level 3

Level 3

controlling the
partnership.

Investments in Pooled

Timberland Funds

are

valued using the fair

value of the underlying

investments.

Assets are valued by

independent
appraisers using

comparable asset costs

or sales and

discounted cash flows.

Audited valuations are

carried out annual

ly

and based on the Fair

value of the fund.

The fund is valued
monthly on a Net
Asset Value basis.

The funds are valu
guarterly on a Net
Asset Value basis.

ed
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Observable inputs are subject
to judgment by the respective
manager but are applied in
accordance with the
appropriate industry
guidelines.

The Fund primarily invest in
Asset Backed Securities (ABS)
and ABS securities issued by
special purpose which are
collateralised primarily by a
portfolio that includes
commercial and industrial
bank loans (“CLO”).

The portfolio is valued using a
number of unobservable
inputs, such as internal credit
ratings for internally-valued
instruments (valued by the
AIFM), which is used when
deciding the comparable
public bonds for the discount
rate calculation, and single
broker quotes for CLO
instruments.

The funds primarily invest in
debt and equity instruments
that have or are in the
process of being restructured,
covering both public and
private instruments.

Valuations could
be affected by
Material events
occurring between
the date of the
financial
statements
provided and the
Pension fund’s
own reporting
date, by changes
to expected cash
flows, and by any
differences
between audited
and unaudited
accounts.

Valuations could
be affected by
Material events
occurring between
the date of the
financial
statements
provided and the
Pension fund’s
own reporting
date, by changes
to expected cash
flows, and by any
differences
between audited
and unaudited
accounts.

Valuations could
be affected by
Material events
occurring between
the date of the
financial
statements



Pooled Debt
Funds — Real
Estate Debt

Level 3

The funds are valu
quarterly on a Net
Asset Value basis.

ed
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The portfolios are valued
primarily using unobservable
inputs due to the large
weighting to private
instruments. Unobservable
inputs include but are not
limited to discount rates,
valuation multiples and land
valuations.

The fund primarily invests in
private junior loans that are
secured against real estate
assets.

The primary unobservable
input within the valuations is
the internal credit rating,
which is used when deciding
the comparable public bonds
for the discount rate
calculation.

provided and the
Pension fund’s
own reporting
date, by changes
to expected cash
flows, and by any
differences
between audited
and unaudited
accounts.

Valuations could
be affected by
Material events
occurring between
the date of the
financial
statements
provided and the
Pension fund’s
own reporting
date, by changes
to expected cash
flows, and by any
differences
between audited
and unaudited
accounts.



Sensitivity of assets valued at Level 3

Having analysed historical data and current market trends, and consulted with
independent investment advisors, the Fund has determined that the valuation methods
described above are likely to be accurate to within the following ranges and has set out
below the potential impact on the closing value of investments held at 31 March 2023.

Description of Asset Assessed Valueat31 Valueon Valueon

Valuation March 2023 Increase Decrease
Range (+/-) £000 £000 £'000

Pooled Property/Direct Freehold

Property 10.00% 464,042 510,446 417,637
Private Equity 15.00% 450,516 518,093 382,938
Pooled Infrastructure Equity 10.00% 472,264 519,490 425,037
Pooled Timberland Equity 10.00% 56,698 62,368 51,028
Pooled Private Debt/Credit Funds 10.00% 130,549 143,604 117,494
Pooled Real Estate Debt Fund 12.00% 36,514 40,896 32,133
Net Investment Assets _1,610,583 1,794,897 1,426,267

The potential movement of +/- 10.00% for Pooled Property/Direct Freehold Property
represents a combination of factors, the key one is market prices, which is derived from
other factors, such as vacancy levels, rental movements and the discount rate.

Private Equity, Pooled Infrastructure Equity and Pooled Timberland Equity unrealised
investments are typically valued in accordance with fair market value principles set out in
the valuation policy and applicable valuation guidelines set out in international accounting
standards. Actual realised returns on unrealised investments will depend on, among other
factors, future operating results, the value of the assets and market conditions at the time
of disposition, any related transaction costs, and the timing and manner of sale.
Accordingly, the actual valuations on these unrealized investments may differ materially
from those indicated and could be up to 10.00% for Infrastructure, Timberland and Private
Debt/Credit Funds, 12% for Real Estate Debt Funds and 15.00% for Private Equity
investments (or higher or lower).
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Description of Asset Assessed Value at 31 Value on Value on

Valuation March 2022 Increase Decrease
Range (+/-) £'000 £'000 £'000

Pooled Property/Direct Freehold

Property 10.00% 522,879 575,166 470,591
Private Equity 15.00% 414,125 476,244 352,007
Pooled Infrastructure Equity 10.00% 372,010 409,211 334,809
Pooled Timberland Equity 10.00% 20,502 22,553 18,452
Pooled Private Debt/Credit Funds 10.00% 134,422 147,864 120,980
Pooled Real Estate Debt Fund 6.00% 32,677 34,638 30,717
Net Investment Assets —1,496,615 1,665,676 1,327,556

16a. Fair Value Hierarchy

The valuation of financial instruments has been classified into three levels, according to the
quality and reliability of information used to determine fair values.

Level 1

Financial instruments at level 1 are those where the fair values are derived from
unadjusted quoted prices in active markets for identical assets or liabilities.
Products classified as level 1 comprise quoted equities, quoted fixed securities,
quoted index linked securities and unit trusts.

Listed investments are shown at bid prices. The bid value of the investment is based
on the bid market quotation of the relevant stock exchange.

Level 2

Financial instruments at Level 2 are those where quoted market prices are not
available; for example, where an instrument is traded in a market that is not
considered to be active, or where valuation techniques are used to determine fair
value and where these techniques use inputs that are based significantly on
observable market data.

Level 3

Financial instruments at Level 3 are those where at least one input that could have a
significant effect on the instrument's valuation is not based on observable market
data.

Such instruments would include unquoted equity investments and fund of funds,

which are valued using various valuation techniques that require significant
judgement in determining appropriate assumptions.
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The following table provides an analysis of the financial assets and liabilities of the pension
fund grouped into Levels 1 to 3, based on the level at which the fair value is observable:

Fair Value Hierarchy

Values at 31 March 2023

Investment assets

Fixed interest securities
Pooled investments

Pooled property investments
Private equity partnerships
Derivatives - forward currency
Cash deposits

Total Investment Assets

Non-Financial assets at fair value
through profit and loss

Direct Freehold Property

Financial liabilities at fair value
through profit and loss

Derivatives - forward currency

Net Investment Assets

Quoted Using

market
price inputs

Level 1 Level 2
£000 £000

observable

With

significant
unobservable

inputs
Level 3
30 [0]0)

59,970 0 0 59,970
0 3,135,809 696,025 3,831,834
0 0 462,996 462,996
0 0 450,516 450,516
7,875 0 0 7,875
48,546 0 0 48,546
56,391 __3,135,85 1,609,537 4,861,737
0 0 1,046 1,046
-846 0 0 -846
115,545 3,135,809 1,610,583 4,861,937
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Quoted
market
price
Level 1
£000

Values at 31 March 2022

Investment assets

Using
observable
inputs
Level 2
£000

With
significant
unobservable
inputs
Level 3
£000

Fixed interest securities 65,047 0 0 65,047
Pooled investments 0 3,293,626 559,612 3,853,238
Pooled property investments 0 0 521,833 521,833
Private equity partnerships 0 0 414,125 414,125
Derivatives - forward currency 4,536 0 0 4,536
Cash deposits 36,160 0 0 36,160
Amounts receivable for sales 5,016 0 0 5,016
Total Investment Assets 110,759 3,293,626 1,495,570 4,899,955
Non-Financial assets at fair value

through profit and loss

Direct Freehold Property 0 0 1,046 1,046
Financial liabilities at fair value

through profit and loss

Derivatives - forward currency -9,831 0 0 -9,831
Net Investment Assets _100,928 3 293 627 1,496,616 4 891,170

16b. Transfers between Levels 1 and 2

There were no transfers between Level 1 and 2 in 2022-23 (no transfers during

2021-22).

During the year five new investments were made and classified as Level 3 in accordance
with the classification guidelines in the Practical Guidance on Investment Disclosures

(PRAG/Investment Association, 2016).
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16c. Reconciliation of Fair Value Measurements within Level 3

Market value 1
April 2022

Transfers into
Level 3

Transfers out of
Level 3

Purchases
during the year
and derivative
payments

Sales during the
year and
derivative
receipts

Unrealised
gains/losses

Realised
gains/losses

Market value
31 March 2023

Pooled
Pooled . .
. Timberland llliquid
Property/ Private Infrastructure
Freehold Equit Pooled Fund Pooled Closed-
Propert qurty Fund Ended
perty Debt
Funds
£'000 £'000
522,879 414,125 372,010 20,502 167,100 1,496,616
0 0 0 0 0 0
0 0 0 0 0 0
26,413 83,097 89,008 31,288 25,875 255,681
-20,470 -67,603 -40,532 -275 -17,850  -146,730
4,713 42,135 2,986 0 451 50,285
-69,493 -21,238 48,792 5,183 -8,512 -42,268
464,042 450,516 472,264 56,698 167,064 1,610,584

Unrealised and realised gains and losses are recognised in the changes in value of
investments line of the fund account
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Pooled

llliquid
FECU . Timberland  Closed-
Property/ Private Infrastructure
Freehold Equit Pooled Fund AL JLLL
Propert quity Fund Debt
perty Funds
(Restated)
£'000 £'000 £'000 £'000
Marketvaluel = 10906 353,184 261,144 12,504 139,679 1,176,807
April 2021
Transfers into 0 0 0 0 0 0
Level 3
Transfers out 0 0 0 0 0 0
of Level 3
Purchases 81,252 57,970 105,265 4,770 12,695 261,952
during the
year and
derivative
payments
Sales during
the year and -
derivative -33,362 108,872 -18,879 -273 -6,803 -168,189
receipts
Unrezised 6,789 59,799 1,079 0 0 54,089
gains/losses
Realised
. 71,482 52,044 23,401 3,501 21,529 171,957
gains/losses
Market value
31 March 522,879 414,125 372,010 20,502 167,100 1,496,616

2022

The Fund reclassified a Direct Lending Fund from Private Equity into Pooled llliquid Closed-
Ended Debt Funds during the 2021-22 financial year. Unrealised and realised gains and
losses are recognised in the changes in value of investments line of the fund account.
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17. Financial Instruments

17a. Financial Instruments — Classification

Fair value

through
profit

and loss
£000

22

Assets

Liabilities
at

amortised amortised

at cost
£000

cost
£000

65,047
3,853,238
521,833
414,125
4,536
46,510
7,893
67
4,866,672 46,577 0
-9,831
-3,972
0
-9,831 0 -3,972
4,856,841 46,577 -3,972

Financial assets

Fixed Interest
Securities

Pooled
Investments

Pooled Property

Private equity

Derivative
contracts

Cash

Other investment

balances

Debtors

Financial
liabilities

Derivative
contracts

Creditors

Other Investment

Balances
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Fair value
through
profit and
loss
£000

23

Assets

Liabilities
at

amortised | amortised

at cost
£000

cost
£000

59,970
3,831,834
462,996
450,516
7,875
56,723
855
111
4,814,046 56,834 0
-846
-3,361
0
-846 0 -3,361
4,813,200 56,834 -3,361




17b. Net Gains and Losses on Financial Instruments

31 March 31 March

2022 2023
£000 £000

Financial assets
390,567 Fair value through profit and loss -25