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INTRODUCTION

Chair of the Pensions Committee and
the Director of Pensions Statement

Transformation hits major

milestones in a year of
progressive change

During 2016/17, the Fund set out plans for investment
pooling, enhancing the member portal and improving
exchange of membership information with scheme
employers. In line with these plans we have worked in
partnership to i) deliver the successful launch of the
FCA-regulated investment management company,

LGPS Central Limited, meeting the government deadline
of April 2018; ii) relaunch and grow member portal
registrations and iii) transition to a new system of monthly
data exchange with our employers. All three initiatives aim
to enhance Fund governance and realise, over time, cost
savings through increasing economies of scale and
adopting more efficient working practices.

Work will continue through 2018/19 to develop these
initiatives through phased product development with the
LGPS Central pool and further development of Fund
administration and information services as part of an
ongoing plan for automation and digital transformation.

Working in partnership

The successful delivery of three significant change projects in
one year has been driven by the dedication and hard work of
Fund officers, who have collaborated with Partner Funds and
the Fund’s own, suppliers and advisers to ensure these key
milestones have been met. The changes and launch of LGPS
Central Limited in particular, has brought a number of
changes to the Fund employee base.
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Having led the LGPS Central pooling programme on behalf
of the nine Partner Funds and successfully delivered the
business case to Government in July 2017, the former
Strategic Director of Pensions, Geik Drever, retired in
September 2017, following recruitment and handover to
the incoming CEO for LGPS Central Limited, Andrew
Warwick-Thompson. It was great to see Fund officers from
the investment and finance teams secure through open
application, a number of the Investment Director and

other key roles within the Company, ahead of the internal
investment team and supporting functions transferring
employment to LGPS Central Limited on launch at the start
of April 2018.

Investing to increase capacity

During the year the Fund has continued to recruit to key
and specialist roles, to support the increased focus on data
exchange and to ensure the Fund’s investment and finance
function has sufficient resource and expertise to meet Fund
requirements. Whilst the responsibility for selection of
investment managers and implementation of investment
strategy will transition to LGPS Central Limited over time,
in line with the objectives of investment pooling, the Fund
retains responsibility for key functions including investment
strategy, strategic asset allocation, responsible investment,
cashflow management, funding and liability management.

We continue to invest in our employees, Pensions Committee
and Local Pensions Board members, not only through
recruitment and induction but also through an ongoing
training and development programme. Our most recent
employee survey noted for the fourth year running, an
increase in employee satisfaction, with over 80% noting

they were proud to work for the Fund and recognition of

an increase in opportunities for employees to access
training, utilise skills and contribute to Fund policy.

Feedback from our structured Committee and Board
training events continues to be very positive, with events
well-attended and topics and speakers well regarded for
building knowledge to support and enable discussion and
decision on key issues.



Responsible investor and employer

Our investment strategy and responsible investment activity
continues to evolve, and preparations are already underway
for the next triennial actuarial valuation due 31 March 2019.

The Fund'’s responsible investment framework and voting
policy has been developed to reflect evolving working
practice and our engagement themes for the year.

We continue to work with a growing number of partners
(UK and global) to extend our reach on issues which could
have a material impact on the Fund’s asset values over the
long term, including diversity, climate change and cyber
security.

In addition to embedding responsible investment into our due
diligence process on selection, we are using our partnerships
with the PRI, IIGCC, LAPFF and UK pensions roundtable to
increase and leverage engagement activity. We have
actively voted our shares on key issues including executive
remuneration, Board diversity and independence, disclosure
of climate change risk monitoring and management, auditor
appointments and corporate restructuring activity with a view
to protecting and enhancing Fund asset holdings.

Notable outcomes include voting 100% of eligible
shareholdings; developing market standard guidelines for
reporting and monitoring private equity managers and
driving change towards reducing greenhouse gas (GHG)
emissions.

The Fund'’s charity work continues to support both
organisations selected by the City of Wolverhampton Council
and those chosen by our Staff Forum.

Having experienced in the previous year (2016/17), a high
return (in excess of 20%) on the Fund’s invested assets,
2017/18 was more muted at 3.0% and more in line with the
return during 2015/16. Market volatility at the start of 2018,
provided a reminder that returns can vary significantly

over short periods, with asset values impacted by emerging
economic and geopolitical risks. The Fund has a diverse
investment strategy, focused on the long-term return
requirement and cashflow needed to deliver the benefits
payable to members. Over the three years to March 2018,
the Fund investments have delivered in line with the target to
outperform the benchmark by 0.5% pa, generating a return of
8.9% pa.

Over the year, the Fund has increased allocation to property
and infrastructure investments, to increase holdings in
income generating assets and move closer towards the
target asset allocation. Work has also been undertaken, in
collaboration with the participating employers, to review

and reduce investment and funding risk inherent in the
investment strategy for the Transport Fund, which is closed to
new members and has a much more mature liability profile.

Driving performance and cost efficiency

Investment and operational cost efficiency continue to be a
focus for developing investment strategy and administration
support systems. For the second year running the Fund
commissioned a Global Benchmarking review, to look at
progress to date and inform future decision making.
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Chair of the Pensions Committee and
the Director of Pensions Statement

The comparison of the Fund with over 400 large pension
funds around the world (based on 2016/17 information)
concluded that the Fund investments had added value at
low cost relative to peers, with investment costs 0.14%
below the median. This is driven largely by how the Fund
implements its investment strategy, utilising an internal
management team and reducing higher cost fund-of-fund
investments. Overall, the Fund’s management expenses
have reduced by almost 30% over the last four years, with
significant savings in investment management costs which
fell to 0.39% of assets under management for the year to
31 March 2018.

Whilst the creation of the LGPS Central investment pool is
expected to generate further cost saving over the long term,
it is recognised that significant cost savings have already
been made by the Fund and future year-on-year savings
may be more limited. The business case for pooling is
focused not only on the benefits of scale in reducing cost
but also in enhancing governance and increasing capability
to increase internal management and direct investment, to
generate return more efficiently, where it is appropriate to
do so.

We have continued to support development of the National
LGPS Framework, which has this year added Frameworks
for Investment Management and Consultancy and Transition
Management and Implementation Services, ahead of the
transfer of assets to investment pools. We have utilised the
Frameworks for Legal Services, Investment Management
Performance and Cost Monitoring and Reporting Services
and Third-Party Administration (for which the Fund is a
founder member) to aid procurement and cost management.

Further operational investment in the Fund administration
service and systems is planned to increase capacity to
manage a high volume of workload as the Fund employer
base continues to grow and more members join and
approach retirement. System development and digital
transformation is ongoing to support work with our
members and employers, with a focus on increasing
automation and enabling greater self-service. A key
development for 2018/19 will be extending the administration
service to enable employer worktrays, increasing efficiency
and transparency of case management.
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Year-on-year the Fund has delivered an improvement in
operational key performance indicators, reflecting the
increased focus in particular on processing individual
benefits quotations for members. Following a programme
of engagement with employers on responsibilities under the
Pensions Administration Strategy, improvements have been
noted in the timeliness and quality of member information
passed to the Fund. Progress will continue to be monitored
during 2018/19 as further review of member records takes
place and the monthly return process embeds, as part of a
programme of data improvement initiatives and in
preparation for the 2019 actuarial valuation.

Engaging to meet our stakeholder requirements

We continue to engage widely with our growing membership
and employer base, offering a wide range of opportunities to
interact with our membership either in person (face to face or
via phone) or online. Development of tailored member
presentations and meetings with key employer groups have
increased during the year, together with the use of video
shorts to introduce services to members and employers,
easily accessible on demand.

Following relaunch in August 2017, the member portal has
seen a significant increase in member registrations, with
numbers increasing by over 50% and total registrations
standing at over 62,555 one year on.



Fund officers continue to engage with colleagues across
LGPS funds and with national groups (eg, through LGA) to
develop and enhance, scheme-wide services. For example,
review of benefit statements and development of scheme
newsletters.

The Fund has been represented and has presented at a
variety of events during the year including Cross-pool
Members Forum, PLSA Local Authority Conference,
LAPFF Strategic Investment Forum, LGC Investment
Symposium.

Geik and Jill Davys (Assistant Director for Investment and
Finance who joined in October 2017) were jointly recognised
at the LAPF investment awards in September 2017, for their
contribution to LGPS investment pooling. The Fund was
shortlisted for a number of awards during the year for
initiatives including its Responsible Investment Reporting,
Pension Communications, Best Pension Strategy and Best
Use of Technology. In the Environmental Audit Committee’s
review of the top 25 UK pensions funds, the Fund was noted
as “more engaged” on the risks of climate change.

The Fund’s Customer Service Excellence accreditation was
independently reviewed in July 2018, with the assessor
recognising the performance improvements implemented by
the Fund over the last two years.

Overall, whilst there is still work to do to embed and drive the
benefits from changes implemented during the year, the Fund
has had a very positive year and has made strides towards
maintaining and improving performance.

We would like to thank the Pensions Committee and Local
Pensions Board, our network of partners, suppliers and
advisers, together with our employers and Fund officers for
their commitment and engagement during the year.

The advice, support and challenge we have received has
been invaluable in assisting us to develop and shape Fund
services. We look forward to continuing to work with you
to continue to deliver a leading Fund within the Local
Government Pension Scheme and wider pensions
landscape.

Councillor lan Brookfield
Chair of the Pensions Committee

Rachel Brothwood
Director of Pensions
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Financial Performance

Financial Report

The primary functions of the Finance team are to make payments to pensioners and suppliers,
to collect income due to the Fund and to account for all of the Fund’s activities including its

investments.

Financial performance

Getting the most from our money is a key focus for the Fund,
and it is with this in mind that we are pleased to note a cost of
administration, oversight and governance per member of
£21.07 for 2017/18 compared to the budget target of £23.20.
This represents the successful deployment of strong financial
controls and expense management across the Fund.

One of our key focuses again this year has been the cost of
investment management arrangements. We have putin
place a system for collecting and analysing cost information
from our external fund managers and have worked with
external partners to develop further tools which have now
formed the basis of an industry-wide template. We are
acutely conscious of the need to ensure that our Fund
managers deliver value-for-money services that are in the
best interest of our members and that cost savings can be
secured wherever possible. We are pleased to note a fall in
the cost of investment management from £65.7 million in
2016/17 to £58.9 million in 2017/18, reflecting the work that
the Fund has undertaken during the last few years to
streamline its investment portfolio.

Looking to the future, it will be critical for us to continue to
demonstrate efficiency and cost-effectiveness to our
members and employers. The Finance function will support
this by ensuring that planning and forecasting is timely and
complete, that management information is accurate and
relevant, and that all expenditure decisions are carefully
scrutinised.

Outturn 2017/18: operating budgets

The following table sets out the Fund’s outturn for 2017/18
compared to budget. The net position was a saving of £12.5
million, the main reasons for this being:

* Savings on investment management fees following
portfolio restructuring (£11.3 million);

* Staffing vacancies (£691,000);

* Supplemented by other savings across supplies and
services, support services and transport budgets of
£278,000.

2017/18 2017/18 2017/18

budget actual variance
£000 £000 £000
Employees 6,270 5,579 (691)
Premises 300 382 82
Transport 83 65 (18)
Other supplies and services 640 430 (210)
Professional fees 1,410 1,801 391
Communications and computing 639 665 26
Support services 558 508 (50)
Miscellaneous income (5) (810) (805)
Sub total 9,895 8,620 (1,275)
External investment management fees 70,200 58,900 (11,300)
Total 80,095 67,520 (12,575)
Funded by:
West Midlands Pension Fund 79,345 66,770 (12,575)
West Midlands ITA Pension Fund 750 750 -
Net budget 80,095 67,520 (12,575)
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Financial Performance

Outturn 2017/18: cost-per-member: West Midlands Pension Fund

Cost-per-member is a critical measure for the Fund of its cost-effectiveness. The table below sets out the cost-per-member in
2017/18 compared to budget and last year using the CIPFA standard categories. The key measure kept under review as part
of the Fund'’s service plan monitoring is the combined cost of administration, oversight and governance which was £21.07 per

member in 2017/18.

2016/17

2017/18

2017/18

actual budget actual
Total administration costs (£000) 3,303 4,660 3,826
Administration cost per member (£) 10.93 15.29 12.21
Total oversight and governance costs (£000) 2,027 2,409 2,776
Oversight and governance cost per member (£) 6.71 7.91 8.86
Total administration, oversight and governance cost per member (£) 17.64 23.20 21.07
Total investment management costs (£000) 65,717 72,275 60,168
Investment management cost as a percentage of investment assets 0.46% 0.47% 0.39%
Outturn 2017/18: cost-per-member: West Midlands ITA Pension Fund
2016/17 2017/18 2017/18
actual budget actual
Total administration costs (£000) 90 90 920
Administration cost per member (£) 17.74 17.68 18.01
Total oversight and governance costs (£000) 30 30 30
Oversight and governance cost per member (£) 5.91 5.90 6.00
Total administration, oversight and governance cost per member (£) 23.65 23.58 24.01
Total investment management costs (£000) 645 630 698
Investment management cost as a percentage of investment assets 0.13% 0.12% 0.14%
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Outturn 2017/18: West Midlands Pension Fund
Across the Fund, the year-end position was £216.5 million below that forecast. The main reasons for this were:
* Investment returns (including income) being lower than the returns assumed in the forecast (£328.0 million);

* Contributions income being higher (£116.7m) than forecast due to a number of employers choosing to pay their full three
year future service and past service deficit contributions as a lump sum payment in 2017/18.

* Net transfers out of £15.4 million. These are the amounts of cash transferred from (to) the Fund when members
transfer their membership to another pension fund.

2017/18 2017/18 2017/18
forecast actual variance
£m £m £m

Contributions and benefits
Contributions receivable (1,089.2) (1,205.9) (116.7)
Other income (15.7) (14.5) 1.2
Benefits payable 555.2 555.9 0.7
Other payments 0.3 0.7 0.4
Net transfers (in)/out - 15.4 15.4
Net cost of pensions (549.4) (648.4) (99.0)
Returns on investments
Investment income (203.4) (241.0) (37.6)
Changes in value of investments (668.4) (302.8) 365.6
Net return on investments (871.8) (543.8) 328.0
Management expenses 79.3 66.8 (12.5)
Net (increase)/decrease in the Fund during the year (1,341.9) (1,125.4) 216.5
Net assets of the Fund at the beginning of the year 14,294.4  14,294.4 -
Net assets of the Fund at the end of the year 15,636.3 15,419.8 (216.5)

Outturn 2017/18: West Midlands ITA Pension Fund

Across the Fund, the year-end position was £24.5 million lower than forecast. This was due mainly to investment income and
returns, with income being £1 million lower than forecast, and returns £22.6 million lower.

2017/18 2017/18 2017/18
forecast actual variance
£m £m £m
Contributions and benefits
Contributions (11.8) (11.4) 0.4
Other employer contributions (2.8) (2.8) -
Benefits payable 29.7 29.1 (0.6)
Net transfers (in)/out - 0.9 0.9
Net cost of pensions 15.1 15.8 0.7
Investment income (18.8) (17.8) 1.0
Changes in value of investments (10.7) 11.9 22.6
Net return on investments (29.5) (5.9) 23.6
Management expenses 0.8 1.0 0.2
Net (increase)/decrease in the Fund (13.6) 10.9 24.5
Opening Fund balance 502.9 502.9 -
Closing Fund balance 516.5 492.0 (24.5)
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Financial Performance

Medium-term forecasts — operating budgets

The following tables set out the Fund’s medium-term forecasts for its operating budgets and express these in terms of

cost-per member. Over the medium term, the costs of administration, oversight and governance per member are forecast to
remain broadly stable. The cost of investment management per member is forecast to grow; however, this solely reflects

anticipated growth in the value of the Funds’ assets.

2018/19
budget

2019/20
forecast

2020/21
forecast

2021/22
forecast

2022/23
forecast

£000 £'000 £000 £'000 £'000
Employees 5,527 5,310 5,454 5,565 5,673
Premises 221 201 205 209 213
Transport 65 67 68 69 71
Other supplies and services 1,177 887 904 920 937
Professional fees 1,171 1,097 1,119 1,142 1,164
Communications and computing 534 545 556 567 578
Support services 544 554 566 577 588
Income (180) (184) (187) (191) (195)
Sub total 9,059 8,478 8,684 8,857 9,030
External investment management costs 65,201 69,109 73,252 77,643 82,297
LGPS Central Limited charges 4,425 4,691 4,972 5,270 5,586
Total 78,685 82,278 86,907 91,770 96,913
Funded by:
West Midlands Pension Fund 77,935 81,528 86,157 91,020 96,163
West Midlands ITA Pension Fund 750 750 750 750 750
Net budget 78,685 82,278 86,907 91,770 96,913
Medium-term forecasts: cost-per-member: West Midlands Pension Fund
2018/19 2019/20 2020/21 2021/22 2022/23
budget forecast forecast forecast forecast
Total administration, oversight and governance costs (£000) 8,071 7,574 7,742 7,901 8,059
Cost of administration, oversight and governance 25.76 23.53 23.43 23.30 23.19
per member (£)
Total investment management costs (£000) 69,864 73,954 78,415 83,119 88,104
As percentage of forecast net assets 0.44% 0.44% 0.45% 0.45% 0.45%
Medium-term forecasts: cost-per-member: West Midlands ITA Pension Fund
2018/19 2019/20 2020/21 2021/22 2022/23
budget forecast forecast forecast forecast
Total administration, oversight and governance costs (£000) 120 120 120 120 120
Cost of administration, oversight and governance 23.58 23.58 23.58 23.58 23.58
per member (£)
Total investment management costs (£000) 630 630 630 630 630
As percentage of forecast net assets 0.13% 0.12% 0.12% 0.12% 0.12%
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Medium-term forecasts: West Midlands Pension Fund

This table sets out forecasts for the main Fund over the period to 2022/23.

2017/18
actual

2018/19
forecast

2019/20
forecast

2020/21
forecast

2021/22
forecast

2022/23
forecast

£m £m £m £m £m £m
Contributions and benefits
Contributions receivable (1,205.9) (334.5) (349.9) (659.7) (674.2) (694.4)
Other income (14.5) (16.0) (16.3) (16.6) (16.9) (17.1)
Benefits payable 555.9 582.3 610.3 639.2 669.0 697.8
Other payments 0.7 0.3 0.3 0.3 0.3 0.3
Net transfers (in)/out 15.4 - - - - -
Net cost of pensions (648.4) 232.1 244 .4 (36.8) (21.8) (13.4)
Returns on investments
Investment income (241.0) (211.0) (219.1) (229.5) (242.3) (256.8)
Changes in value of investments (302.8) (693.2) (719.9) (754.1) (796.3) (844.1)
Net return on investments (543.8) (904.2) (939.0) (983.6) (1,038.6) (1,100.9)
Management expenses 66.8 77.9 81.5 86.2 91.0 96.2
Net (increase)/decrease in the Fund during the year (1,125.4) (594.2) (613.1) (934.2) (969.4) (1,018.1)
Net assets of the Fund at the beginning of the year 14,2944 15,4198 16,0140 16,627.1 17,5613  18,530.7
Net assets of the Fund at the end of the year 15,419.8 16,014.0 16,627.1 17,561.3 18,530.7 19,548.8
Medium-term forecasts: West Midlands ITA Pension Fund
2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
actual forecast forecast forecast forecast forecast
£m £m £m £m £m £m
Contributions and benefits
Contributions (11.4) (11.8) (11.9) (11.9) (11.9) (11.9)
Other employer contributions (2.8) (2.9) (2.9) (3.0 (3.1) (3.2)
Benefits payable 29.1 30.6 315 325 335 34.6
Net cost of pensions 15.8 15.9 16.7 17.6 18.5 19.5
Return on investments
Investment income (17.8) (19.3) (19.8) (20.3) (20.8) (21.3)
Changes in value of investments 11.9 (11.0) (11.3) (11.6) (11.9) (12.2)
Net return on investments (5.9) (30.3) (31.1) (31.9) (32.7) (33.5)
Management expenses 1.0 0.8 0.8 0.8 0.8 0.8
Net (increase)/decrease in the Fund during the year 10.9 (13.6) (13.6) (13.5) (13.4) (13.2)
Opening Fund balance 502.9 492.0 505.6 519.2 532.7 546.1
Closing Fund balance 492.0 505.6 519.2 532.7 546.1 559.3
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Pension overpayments

The Fund seeks to minimise and recover, where appropriate,
any overpayments made to members. The majority of these
cases arise from late notification of a member’s death.

The following table sets out overpayments for the last three
years.

Pension % of

overpayment gross

Year pension
2015/16 246,063.26 0.06
2016/17 506,441.35 0.12
2017/18 353,352.29 0.08

Minimising fraud

The Fund participates in the National Fraud Initiative (NFI),
which is a biennial process undertaken in conjunction with
the Audit Commission. The last initiative was undertaken in
2016/17 and the necessary recoveries arising from identified
overpayments are being pursued. The results from previous
years are shown in the following chart.

NFI Results B Number of cases M Value of overpayment
150,000 35
£141,593
30
120,000
25
90,000 20
15
60,000
10
30,000
5
£8,773
1
0 0
2012/13 2014/15 2016/17
Recovering Recovered Recovering
overpayment overpayment overpayment

There has been a 33% reduction in outstanding recoveries
since reported last year.

Timeliness of contributions

The receipt of contributions is monitored and reported to the
Senior Management Team on a monthly basis in the form

of a key performance indicator (KPI). The table below details
the KPI during 2017/18; this shows the percentage of
contributions received by the 19th of the following month in
which contributions have been deducted from the employers’
payroll (calculated on a cumulative basis). The Fund has set
itself the target of collecting 98% of contributions by value

on time; as can be seen, performance was above target
throughout the year.

KPI % KPI %
Month West Midlands Pension Fund ITA Fund
April 2017 99.6 100.0
May 99.6 100.0
June 99.5 100.0
July 99.5 100.0
August 99.5 100.0
September 99.4 100.0
October 99.4 100.0
November 99.3 100.0
December 99.2 100.0
January 2018 99.2 100.0
February 99.2 100.0
March 98.4 100.0

Charges and recharges

Under the Fund’s Pensions Administration Strategy, charges
and recharges can be levied on employers who do not fully
comply with their obligations as set out in the strategy.
During 2017/18, charges and recharges totalling £71,366
were issued to employers.

Darshan Singh

Head of Finance
West Midlands Pension Fund
Date: August 2018
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Risk Management

The Fund is exposed to a wide range of
risks and has a framework in place to
evaluate and manage exposures. It is
done through regular review, analysis,
effective controls and management
action, both proactive and reactive.

The key elements of the framework are:

* Regular risk management review involving senior officers
and use of a detailed template designed to cover all
significant Fund activities. This is supported by the work of
internal audit and specialist expertise engaged regularly in
respect of operational investment risks supported by the
use of the compliance-testing programme.

* The external audit of the Fund’s accounts and activities
supported by experienced pension partners combined
with an actuarial expertise.

* Analysis of key processes enabling appropriate internal
control procedures to be developed and maintained.

* A robust process for developing, monitoring and managing
the funding and investment strategy, and associated risk
budget.

A key element of risk management is the structured
delegation of powers from the administering authority to

the Pensions Committee and then to the Director of Pensions,
supported by senior officers. To complement the delegation,
there is extensive and detailed accountability back to
Committee on how these delegations have been exercised
on a regular basis. The Fund’s Governance Compliance
Statement has provided the City of Wolverhampton Council
with information to support their annual assurance statement.
The purpose of the annual report is to demonstrate that the
Fund is meeting its objectives, is adequately resourced,
managed to high professional standards, meets legislative
requirements and best practices (when appropriate) and has
high customer service functions satisfaction. In particular, risk
management arrangements are robust and the reports to
Pensions Committee have given that assurance.

Investment risk is significant and recognised as falling into
distinct areas: market risk (beta) and manager skill (alpha).
Investment returns, together with the contributions set under
the funding strategy and employer covenant supporting
these, impact the Fund’s ability to continue to pay members’
pensions over the long-term. The funding and investment
strategy are devised and implemented with regard to these
risks and is designed with the support of external expert
advice.

14 Annual Report and Accounts 2018

Details are contained in the Investment Strategy Statement
and the Funding Strategy Statement. The operational
management of the investment strategy is covered by a
compliance testing programme, leading to quarterly reports
to the Pensions Committee. This provides continual
monitoring and review of investment activity and associated
risks. The Fund’s approach to risk is regularly assessed; the
Fund’s Investment Strategy is reviewed annually by the
Pensions Committee supported by the Fund’s Investment
Advisory Panel.

The asset allocation is monitored weekly by officers,
enabling appropriate corrective action to be taken if deemed
necessary. A quarterly report is submitted to the Committee
covering the current asset allocation relative to the
benchmark, investment performance and the actions

taken during the quarter to implement the Pensions
Committee’s investment policy. Any positions outside the
strategic risk ranges are reported and explained.

The Investment Advisory Panel (established April 2015)
provides further assurance and robust governance. One

of its key duties is to review the investment risks taken by
the Fund, monitoring how the risks are managed and
making recommendations on actions required to address
investment risks.

Risks associated with the operational payment of benefits
and recording of pensioner records produces a complex

set of risks, which are mitigated with the use of an IT system
that is thoroughly and regularly tested, combined with the
checking of output by Fund officers.

Itis recognised that Fund services are very dependent upon
third party contracts ranging from IT through to investment
managers.

All are subject to regular review and monitoring, with
compliance visits targeted at the more significant risk areas,
for example, exception reporting.



Management and Financial Performance

Risk Management

The Fund'’s key risks identified as part of the risk management process,

O - Operational R - Regulatory

together with actions to mitigate them, are detailed in the table below: F - Financial Rep - Reputational
Risk title
and description Risk Impact Controls
Strategy a) Employer default on 1) Contributions monitoring 2) Covenant monitoring programme; watch list.
contributions; exit F 3) Specialist advisers in place to assist, migrate and manage covenant risks
leaving unpaid pension
debt
b) Fund does not achieve 1) Investment and Funding monitoring 2) Annual progress reviews
investment return and/ 3) Triennial strategy reviews
or improvement in F
funding level in line with
long-term strategic
objectives
¢) Fund has inappropriate 1) Asset allocation reviewed alongside ALM and FSS 2) Investment specialists
asset allocation strategy F provide presentations to PC 3) Independent advisors 4) Approval for asset
mandate
d) Liquid assets insufficient 1) Cashflow monitoring 2) Projected requirements assessed through ALM
to meet cashflow F 3) Liquidity requirements and cash levels regularly reviewed with asset
requirements allocation
Transition & a) Fund incurs additional F 1) Budget monitoring 2) Benchmarking 3) Client services agreement
pooling costs
b) Transition: additional 1) Transition plan 2) Cost management and reconciliation
costs; timeline slippage; F 3) Client services agreement
security of assets
¢) Sub-Fund development 1) Investment mandate monitoring 2) Quarterly performance v Fund objective
not reflecting Fund's o KPIs 3) PAF investment working group
strategic asset allocation
requirements
d) Inadequate systems & 1) Client service agreement 2) Assurance of robust systems & controls
controls at LGPS (0] 3) Assurance of monitoring plan 4) Assurance of compliance 2nd line
Central Limited monitoring
Resourcing & a) Transfer of staff to 1) Client service agreement to provide services to cover legacy assets;
development LGPSC leaving 0 2) Dedicated WMPF workforce development team 3) Succession planning;
insufficient resource 4) Retain fund expertise 5) Exit plans for staff
in WMPF
b) Recruitment, retention 1) Training and development 2) Forward planning and service development;
and training of skilled 3) Monitoring work and KPIs 4) Workforce planning, induction and training
staff across specialist 0 programme, support with professional qualifications, workload review and
areas is sufficient to horizon (including succession) planning
deliver service
development plans
Cost efficiency a) Cost savings projected 1) Oversight and scrutiny of budgets and cost savings 2) Cost transparency
under investment reporting 3) Financial model projections assessed and reviewed
pooling fail to be F
delivered resulting in
higher regulatory and
other costs
b) Limited cost 1) Continued work with CIPFA/LGS to develop template for manager reporting
transparency and F
reporting available
for investments
c) Service developments 1) Development expenditure based on approval business cases monitoring
do not deliver efficiency (0] impact and efficiency

savings
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Risk Management

O - Operational R - Regulatory

F - Financial Rep - Reputational
Risk title
and description Risk Impact Controls
Report & a) Annual report and 1) Close down timetable 2) Closedown status updates 3) Monitoring resourcing
accounts accounts - earlier o
closedown and
resourcing
Data quality = a) Fund does not meet 1) Fund has recruited two dedicated data quality team managers 2) Employers
statutory requirements monthly returns programme initiated 3) Regular engagement with TPR
on data quality R 4) Compliance monitoring programme to align with the TPR
5) Data improvement working group plan reviewed by local pension board
b) Pension benefit 1) Accuracy calculations conducted against Actuary valuation and point of
calculated with submission data 2) Data quality reviews in place and reported to Committee
inaccurate or incomplete R half yearly inline with TPR 3) Pension administration sets the Fund’s
data requirements for employer data submission 4) Increased use of employer
electronic submissions
IT & cyber a) Cyber security/failure in 1) Firewall & internet gateway protection 2) Secure configuration and access
security IT systems R controls of users 3) Malware protection 4) Patch management 5) Business
continuity plan with regular testing 6) Back up server arrangements 7) Regular
data backups
Service a) Gaps in provision of 1) Workflow monitoring, employer query review, data review and
delivery & benefit information Rep improvementprogramme
transformation  to members
b) Poor quality and/or 1) Testing environment plan in place 2) Civica user groups
late upgrades to systems Rep
increasing risk of errors
c) Failure of service 1) Contract project management 2) Annual review of key providers;
providers (including 3) Working with user groups 4) Framework procurement
LGPS Central Limited
operator) to deliver o
requirement, on time
and to budget
Pensions a) PAS not complied with 1) AGM communication to employers 2) Employer adherence monitored
Administration by employers impacting R 3) PAS Reviewed by committee 4) Regular meetings with employers and all
Strategy (PAS) costs and services to districts to review progress 5) Recharges for additional admin costs
members
Legal & a) Gaps in LGPS regulations 1) Review of agreements 2) Use of advisors 3) Review against national
regulatory and delay in review and standards and legislation 4) Use of precedent templates
changes impact on (9]
delivery or risk requiring
rectification
b) Ongoing review of 1) Monitoring national level developments 2) Develop national level working
employers in the Fund groups 3) National debate on employer developments
by SAB, leads to
additional work through 0
changes to practice and
policy
c) LGPS Central Limited 1) Assurance framework of agreed KPIs for investments, transition and
Client Service (0] compliance monitoring 2) External legal review of agreements
Agreement
d) Implementation of GDPR 1) Fund specialist ensures GDPR requirements are distilled into Fund
R 2) Internal team specialists appointed 3) Staff training 4) Committee training
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5) Collaboration with CWC IG team to ensure compliance



Pensions Administration

Operations and
Pension Services

During 2017/18 the Fund has continued
to work closely with our stakeholders to
meet the Fund'’s objectives in driving
efficiency, increasing capacity and
improving outcomes for our customers.

Throughout this year, and to be expanded upon next year,
we have implemented improvements aligned to our digital
transformation programme focused on increasing efficiency
and evolving the way we engage with our customers.

An example of this is the implementation and embedding

of monthly data exchange and investment in our online
member services, which will help to transform how we work
with our employers to deliver the Pension Administration
Strategy.

Following the Government’s announcement that, with effect
from 6th April 2016 a new ‘single-tier’ state pension would be
introduced and contracting-out of the additional state pension
would cease, the Fund has worked on reconciling its records
with HMRC. This extensive reconciliation involves guaranteed
minimum pension (GMP) values held by both the Fund and
HMRC, which needs to be completed before HMRC phases
out its contracted-out section by October 2018.

Member support

Our membership continues to grow and our teams have
been agile in responding to changes in volumes of work
throughout the year, continuing to adapt to change and
meet the expectations of our members.

The Fund'’s dedicated Member Services Team are
committed to supporting employers by providing information
to members on a wide range of pension matters at the
members’ workplace, offering a variety of different ways

to engage with and support our members. These include
face-to-face consultations, ‘My Pensions Portal” drop-in
sessions and a suite of presentations which mirror a
member’s customer journey from introduction to the LGPS,
all the way to supporting members’ pre-retirement.

The demand for pension roadshow events continues to
grow across the region as more employers use our services
and the feedback received continues to be very positive.

The Fund believes it is important to offer all of our members
an opportunity to attend Fund events to discuss their pension
benefits. We therefore provide an out-of-office-hours service
where required and we continue to extend our digital
footprint in this area to ensure access is available to those

who cannot attend in person. Increasing the scope of our
member engagement, we held a pensioner engagement
forum in October 2017 aimed at ensuring pensioner
members who are currently receiving benefits are able to
provide valuable feedback on Fund services and information.

In August 2017 the Fund launched its new Pensions Portal
along with the Pension Portal Promotion project. The new
portal has enhanced capabilities and functionality allowing
members to take control of their pension benefits online.
The success of the new portal and the associated marketing
campaign can be demonstrated by an increase of over 50%
of portal users since it was launched last year. The Fund
continues to promote this online facility and the scope for
increased member self-service.

The Fund continues to strive to be a leader in member
communication across the LGPS, and as such has
undertaken the role of project-lead on working with the
Local Government Association (LGA) and other local LGPS
providers to engage with members to seek feedback on
annual benefits statements with the objective to design a
universal statement for all LGPS providers to use.

Aligned to our objective of improving outcomes for our
customers, we are reviewing our customer surveys and the
Fund’s website to ensure we provide the information and
support our customers require.

Both our face-to-face and online services provide essential
support as many employers continue to go through
organisational change, including restructuring their
workforce in response to financial pressures and changes
in models for service delivery. Our employer base is now
in excess of 650, with the number growing further as
academisation and outsourcing continues at pace.

Working with our employers

Our employer base remains hugely supportive of our
development and transition to monthly information exchange.
A two-year programme for transitioning fully to monthly
return and data analysis, embedding this new way of
working, we listened to feedback from our employers and
phased-in the implementation between April 2017 and
September 2017. Following extensive engagement, we
are pleased that employers have embraced the change,
in some cases investing in changes to their own systems,
and noticeable improvements have been seen in both the
timeliness and quality of the data provided.
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Unfortunately, in February 2018, it was necessary to file a
report with The Pensions Regulator (TPR) for gaps in delivery
of annual benefit statements to a proportion of the Fund’s
active members, largely due to gaps in information provided
by some employers. We continue to work both with the
employers concerned and TPR to improve the performance
in this area maximising benefit statement production going
forward.

Primarily alongside the move from annual to monthly data
exchange, the Fund has published its revised Pensions
Administration Strategy (PAS) for 2018. This followed
consultation with our employer base and includes more detail
on performance monitoring and support to enable issues to
be identified and resolved early on.

We continue to deliver and are developing our employer
coaching sessions to support new employers, those with staff
changes or a need for refresher training. We have created
bespoke coaching sessions focused on specific topics and are
developing videos and exploring other online methods to
extend accessibility. Our employer peer group has provided
valuable feedback during the year and assisted in the
development and roll-out of further employer-focused
information, for instance the revision of the employer

survey, ‘My Pensions Portal’ promotion and the development
of employer portal processing functionality (web trays).

Throughout 2017/18 we have also worked closely with
employers on change initiatives, such as mergers, significant
outsourcing ventures and system developments. Engagement
with our employer base has also been extended to include
national focus groups and formal collectives, providing
greater efficiency and encapsulating a variety of
stakeholders.

Finally, we continue to review engagement with our
employers, recognising the increasing numbers and diversity,
but also the variety of issues they face, both in the context of
the LGPS but also the wider sphere. As such, the Fund has
provided both an employer Annual General Meeting and a
mid-year review forum, which were both well attended and
received positive feedback. These employer forums are
important to us as it enables us to cover topical issues and
share information on Fund activity and service development.
We continue to develop the content for the 2018/19 events.

Working with other stakeholders

Particularly noticeable for 2017/18 was our working with
other stakeholders. We have worked closely with a number
of other LGPS funds, in some cases formally through the
LGA and in others informally sharing ideas and best practice.
We are proud to be a founder member of the National LGPS
Framework, which streamlines and improves procurement
within the public sector, and have participated in the review
of many existing and new frameworks this year.
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We continue to work in conjunction with our administration
system provider, Civica, to drive forward our digital
transformation programme, increasing the system efficiency,
harnessing new functionality and reflecting the requirements
of our customers.

In addition, we have engaged at national level on
administration and funding matters, including the LGPS
Scheme Advisory Board (SAB), the Chartered Institute of
Public Finance and Accountancy (CIPFA), the Government
Actuaries Department (GAD) and The Pensions Regulator
(TPR). This engagement has enabled us to keep pace with
LGPS and pensions industry practice and represent both the
Fund’s views and those of our key stakeholders in the wider
arena.

Our team

As we continue to evolve our operations and develop our
services we ensure we develop our people to support
changes in ways of working. Our people with strong LGPS
knowledge and expertise and customer focus, together with
high quality administration-based systems and record
keeping, enable us to deliver an effective and efficient
service to our members and employers.

A number of the team have now successfully completed
their Pensions Management Institute (PMI) qualifications
during the year, with others progressing well over a variety
of different courses. Training and development opportunities
continue to be provided to build both customer service and
technical knowledge skills. There is also increased emphasis
on sharing of technical knowledge across the wider Fund and
enabling greater cross-function working.

Looking ahead

Whilst the transition to monthly data exchange continues to
be embedded to become a business as usual activity, the
Fund’s focus will to be to continually drive improvement
via our digital transformation programme and ensuring the
requirements of our key stakeholders are met t