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Chairman’s Introduction

The financial year ending 31 March 2025 was a sound one for the Pension Fund in terms
of investment performance. Overall the Fund increased in value by £80m, or 5%, to finish
with a value of £1,527.5m.

Independent figures show that the Fund was one of the best performing Local
Government Pension Fund in England and Wales, with investment returns in the top 10%
of all LGPS funds over 1,3 and 5 years.

The Fund has a well diversified asset allocation with an allocation of 53% to Global
Equities, 13% to Fixed Income, 10% to Absolute Return, 6% to UK Commercial Property,
6% to Infrastructure, 10% to Private Equity and 2% to Cash.

The Fund still has retained a substantial allocation to Global Equities and they have driven
returns in the year.

The Fund is advised on its Strategic Asset Allocation by Hymans Robertson. Following a
review by Hymans Robertson the main changes to the asset allocation in the year was a
doubling of the allocation to UK Commercial Property, valuations meant it was a
particularly advantageous time to invest in the last quarter of 2024, and selling completely
the Hedge Fund allocation.

As at 31 March 2025 the Fund had around 70% of its investment managers contracted
directly and 30% through the London Collective Investment Vehicle (LCIV). The Fund has
taken steps to work more closely with the LCIV. Government announcements after 31
March mean that we will need to obtain all investment management and investment
advice from the LCIV moving forward. This is a major challenge for the Fund.

The management of a Local Government Pension Fund is a complex matter and | would
like to thank my fellow Pensions Committee members for their good judgment, and thank
the Strategic Director Resources and his Officers, and the external investment and
actuarial advisers for their knowledge and support.

Chairman
Councillor Manzoor Hussain
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Executive Summary

This is the Annual Report 2024/25 of the London Borough of Barking and Dagenham
Pension Fund (the Fund). This report allows the Council to report on the governance and
financial management of the Fund. It brings together several reporting strands into one
document that enables stakeholders to see how the Fund is managed and how it is
performing.

The London Borough of Barking and Dagenham is the administering authority for the
London Borough of Barking and Dagenham Pension Fund is part of the Local Government
Pension Scheme (LGPS). The LGPS is a national scheme but is administered locally
through 86 administering authorities. The Assembly of the Council has delegated
responsibility for the management of the Fund to the Pension Committee consisting of
seven Councillors. The Fund also has a Pension Board consisting of a mix of Council and
other employer representatives.

The Fund is governed by the Public Service Pensions Act 2013 and the LGPS
Regulations 2013 and the LGPS (Management and Investment of Funds) Regulations
2016. The content and format of this annual report is prescribed by the LGPS Regulations
2013.

To meet the requirements of the LGPS Regulations 2013 attached to this report in the
appendices are:

Appendix 1: Accounts 2024/25

Appendix 2: Funding Strategy Statement (to be updated after the actuarial valuation)

Appendix 3: Investment Strategy Statement (to be updated after the actuarial
valuation)

Appendix 4: Governance Compliance Statement

Appendix 5: Communications Policy Statement

Appendix 6: Risk Register (updated December 2025)

In 2024 the LGPS Scheme Advisory Board (SAB) published new guidance for preparing
Pension Fund Annual Reports. This guidance has been taken into account in preparing
this report.

LGPS pooling

The Fund is a member of the London Collective Investment Vehicle (LCIV) with all the
other London Borough Pension Funds. As at 31 March 2025 30% of the Fund was pooled.

Responsible Investing

The Fund is committed to being a long-term steward of the assets in which it invests and
expects this approach to protect and enhance the value of the Fund in the long term. In
making investment decisions, the Fund seeks and receives proper advice from internal
and external advisers with the requisite knowledge and skills.



The Committee recognises that Environmental, Social and Governance (ESG)
considerations are among the factors which investment managers will consider when
selecting investments. In addition, the Committee undertakes training, and this will include
training and information sessions on ESG matters.

The Fund has a range of investments to help meet its ESG objectives; exclusions on
tobacco and controversial weapons through the Kempen Global Equities mandate, a
Paris aligned Global Equities mandate through the LCIV, a UK Property mandate
managed by Blackrock with a major focus on environmental issues and a requirement for
owners of company shares to vote those shares at company meetings..

The Fund will continue to develop its ESG policies.



3. Fund Governance
3.1 Pensions Committee

The Pensions Committee meets quarterly to exercise oversight and make decisions
relating to the management of the Pension Fund. The Committee is responsible for:

» determining the investment strategy based upon advice from the investment
consultant;

ensuring appropriate investment management arrangements are in place;
reviewing investment managers and the London CIV’s performance; and

ensuring the provision of an effective pensions administration service, and
maintaining proper governance arrangements for the Fund.

YV VY

The Committee meets four times a year and receives reports from the Strategic Director
Resources. The Committee calls on specialist advice and the investment consultant,
Hymans Robertson LLP attend meetings and provide independent specialist investment
advice, the Fund actuary Barnett Waddingham also attend on a regular basis.

The Pensions Committee membership as at 31 March 2025 was:

Clir Manzoor Hussain (Chairman)
Clir Rocky Gill (Deputy Chairman)
Clir Donna Lumsden

ClIr Giasuddin

Clir Tony Ramsay

Clir Summya Sohaib

Clir Mukhtar Yusuf

3.2 Pension Board

The Pension Board’'s main role is that of having oversight of whether the aims and
objectives outlined within the Pension Fund's Governance and Administration strategies
are being achieved; and having regard to any overriding requirements included within
guidance from MHCLG, and the Scheme Advisory Board.

The Board meets twice a year and receives reports from the Strategic Director Resources.
The Pensions Board membership at 31 March 2025 was:

Dr Paul Field (Management),

Helen Simpson (UEL)

Hiten Savla (Barking and Dagenham College)
Hugo Wuyts (Unison)

Steve Davis,

Steve Ridley (Unite)



3.3 Professional support

The work of the Committee and Board are supported by a number of advisors and
officers, advisors and external managers as set out below:

Actuary: Barnett Waddingham
Investment Advice: Hymans Robertson
AVC Provider: Prudential

Auditor: Grant Thornton
Custodian: Northern Trust
Performance: PIRC

Bankers: Lloyd’s Bank

Administrative
Software provider: Aquila Heywood

Officers: The Following officers are responsible for the management of the Fund:

Richard Harbord Strategic Director Resources (S151 Officer)
Shabana Kausar Director of Financial Services (Deputy S151 Officer)
Nick Vickers Interim Head of Pensions, Treasury and Capital
Justine Spring Pensions Manager

Jesmine Anwar Pension Fund Accountant

Officers of Democratic Services and Legal Services support the work of the Committee
and Board.

The Council continues to refine its approach to the recharges made for Council Officer
time and for the costs of professional advisers. There was a one off cost of £100,000 in
2024/25 for broker fees for a doubling of the Fund investment in Commercial Property.

3.4 Scheme Governance Policy Statement

Through the LGPS Regulations and SAB good practice guidance there are a number
governance policies which the Fund has to have in place. These are attached as
Appendices.

3.5 Training and development
The Administering Authority recognises the importance of ensuring that all those
charged with responsibility for the management and decision making of the Fund should

have the skills and knowledge necessary to undertake their respective roles effectively.
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3.6

3.7

The Committee has received regular reports on training and development reflecting the
CIPFA Knowledge and Skills Framework.

The main delivery routes for training and development are:

» Attendance at relevant conferences, seminars and training courses;
» Attendance at LCIV face to face events and on line webinars;

» Update on regulations and governance changes at every meeting;
» A minimum of four Pension Fund Committee meetings per year; and
» Training at before Committee meetings.

Members and officers have been asked to maintain records of training and
development events attended.

Risk Management

The Fund’s risk register is attached in an appendix and has subsequently been updated
and approved by the Pensions Committee. Key risks and actions identified include:

Investment risk- at the core of the Fund'’s responsibilities is agreeing and Investment
Strategy and a Strategic Asset Allocation. All of the asset classes invested in entail a
significant degree of risk. This risk is quantified and each investment manager and asset
class closely scrutinised. The Fund also has a well diversified approach.

Reliance on third party providers- as with other LGPS Funds, the Fund operates a highly
outsourced model with only limited activities undertaken in house. This means that the
Fund relies heavily on the systems of these external providers for the quality of service
provision on behalf of the Fund, but also for business continuity. This applies particularly
to the pensions administration system which the Fund relies upon for all pension
calculations.

Cyber security- whilst the pensions administration system is externally hosted other key
systems are run internally. The Council’s IT Department is responsible for the cyber
security arrangements across the Council. External threats are at an all time high.

Officers review annually all SSAE 16 and AAF 01/06 reports for its investment
managers and custodian. SSAE 16 and AAF 01/06 reports are Assurance reports
on internal controls of service organisations which can identify issues within the way
a fund manager is run. Where there are concerns the Committee contacts the fund
manager for steps it has taken to mitigate risks or issues raised by third party
auditors.

Pooling

At 30% on 31 March 2025 the Fund has a relatively low proportion of the total assets
pooled, but very significant in cash terms at £452m. A full analysis of pooled and non-
pooled funds is shown in table 5.3.

Cost savings through pooling in 2024/25 have been calculated by the London Clv to be
£287,000.
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4.2

Pensions Administration
Summary

The Pensions Administration function is undertaken by an in house team consisting of 6
staff. The team is fully remote working and this has enabled the recruitment of
experienced LGPS Officers. The team use the Altair system, a Heywood’s system, to
provide all aspects of payroll administration. Scheme members can access their records
on line via a Member Portal.

The pensioner payroll is dealt with through the HR department payroll team.

The Pensions Administration Strategy sets out a schedule of fees which are levied if
employers fail to provide information on time.

If an overpayment is identified, the member involved is contacted and informed of the
overpayment and the pension adjusted accordingly.

The Fund participates in monthly mortality screening, and all deferred and pensioner
members are screened against the General Register Office list of deaths. All deceased
pension payments are then ceased. The Fund also works in conjunction with Crown
Agents Bank to carry out an annual proof of life exercise for all overseas pension
members (as the mortality screening does not pick up those living abroad). Any
pensioners who do not complete the exercise have their pension payments suspended /
terminated.

Workloads

The table below summarises key statistics on workload:

2023/24 202/25

Type of Activity

Number of Starters 939 1,017
Number of Transfer Value Actual 115 128
Number of Refunds 154 193
Number of Deferred Benefits 372 431
Number of Estimates 1,582 1853
Number of Retirements 319 412
Death in Retirement 173 188

The table shows that once again there has been a significant increase in workloads. This
reflects the increasing complexity of the LGPS and increasing membership. There were
also significant one off pieces of work such as that related to the McCloud remedy which
has resulted in the need to re-visit over 1,000 cases already processed to ascertain
whether we need to amend the benefits already in payment.

There are more reporting requirements needed which will require the team to switch on
the workflow / task manager function to accurately report the statistics. The is not feasible
with the current resources within the team.



4.3 Scheme Membership

Scheme membership since 2014/15 is shown in the graph below:
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The graph below shows total contributions received and total pension payments made.
This shows that the excess of income over payments made is being significantly eroded
in 2024/25.
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4.4 Scheme Employers

A full list of Scheme employers is shown in the table below:

Scheduled Bodies

Admitted Bodies

LBBD

Barking College

Dorothy Barley Academy
Eastbury Academy

Brook College
Goresbrook Free School
Greatfields Free School
James Campbell Primary
Partnerships Learning
Pathways

Riverside Bridge
Riverside Free School
Riverside School

St Margarets

St Joseph’s Dagenham
St Joseph’s Barking

St Theresa’s Dagenham
St Vincents

Sydney Russell Academy
Thames View Infants Academy
Thames View Junior Academy
University of East London
Warren Academy

Not Active
Magistrates Court

Aspens

BD Corporate Cleaning Ltd
BD Schools Improvement Partnership
BD Together

Be First

BD Trading Partnerships

BD Management Services Ltd
Schools Offices Services Ltd
Sports Leisure Management
The Broadway Theatre
Reside

Not Active

Abbeyfield Barking Society
Age UK

B&D Citizen's Advice Bureau
Cleantec

Council for Voluntary Service
Disablement Assoc. of B&D
East London E-Learning
London Riverside

Lewis and Graves

Laing O'Rourke

Town and Country Cleaners
Aspens 2

Aspens 3

Caterlink

Caterlink 2

Caterlink 3

Caterlink 4

CGL

Elevate

Enterprise

May Gurney

Pantry Cleaning

RM Education
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5. Pension Fund Investment Management

5.1 Investment Strategy

The Pensions Committee is responsible for setting the overall investment strategy of the
Fund and monitoring the performance of its investments. The Strategic Director
Resources is responsible for advising the Committee and independent professional
advice is taken from the Fund’s investment consultant, Hymans Robertson LLP.

The Committee based upon modelling by the investment consultant sets a long term
investment strategy and reviews it in the year following the triennial actuarial valuation of
the Fund. The actuarial valuation gives an updated position for the liabilities of the Fund
and then the investment strategy takes a long term view of how to meet these liabilities in
light of forecast returns for each asset class and the assessed risks.

As at 31 March 2025 the Fund’s asset allocation was:

Current Strategic .
Asset Class Position Allocation Variance
Target
% % %
Equities 53.2 53.0 +0.2
Bonds 13.3 15.0 -1.7
Absolute Return 9.6 7.0 +2.6
Infrastructure 5.9 10.0 -4.1
Property 6.5 6.0 +0.5
Private Equity 9.5 9.0 +0.5
Cash 2.0 0.0 +2.0

The Fund has a diversified investment strategy spreading assets across asset classes

as follows:

» Equities- to achieve capital growth and an income return from dividends,
» Bonds- to give protection against down swings in equity markets and reduce

overall Fund risk,

» Absolute Return- invested in a range of asset classes and intended to be a
defensive allocation with less risk than equity allocations but a higher return than

Bonds,

» Infrastructure- Infrastructure assets have long term index linked income returns

and support the Fund’s need for income deriving assets,

» Property- a good diversifying asset class offering scope for capital growth and
providing income from rents on the properties, and

» Private Equity- invests in companies which are privately owned and provides the
opportunity for higher returns than publicly quoted equities over the long term.

The Fund prepares a three-year plan of its funding called the Funding Strategy
Statement (FSS). The purpose of the Funding Strategy Statement is:

» To establish a clear and transparent fund-specific strategy which will identify
how employers’ pension liabilities are best met going forward,
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» To support the regulatory requirement to maintain as nearly consistent
employer contributions as possible, and
» To take a prudent longer-term view of funding those liabilities.

Admitted and Scheduled bodies are circulated with valuation results for comments
and agreement on contribution rates. Their responses are considered in preparing
the FSS for the Fund.

The Fund is also required to prepare and publish an Investment Strategy Statement
(ISS). The current ISS is attached in the appendices and will be updated in 2026
following the actuarial valuation results.

5.2 Total Fund Performance

The performance of the Fund against its Fund specific benchmark is shown below:

14/15 15/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25

LBBD Fund % pa ®m Benchmark % pa

Investment returns in recent years have been highly concentrated in US companies, and
in particular US technology stocks. This has made it harder for active managers to achieve
their performance targets.

Whilst the Fund measures itself against a Fund specific benchmark, the Fund also uses
the independent PIRC service to compare performance against other LGPS funds, the
PIRC index includes 62 of 86 administering authorities which participate on a voluntary

basis.
B&D Fund Average Percentile
% % Ranking
12 months 5.1 34 5t
3 years 4.9 3.6 7t
5 years 9.5 8.3 10
10 years 7.0 6.7 21st

12



This table shows that over 1,3 and 5 years the Fund has significantly outperformed its
peer group with performance in the top decile (10%) over 1, 3 and 5 years.

5.3 Investment Managers

The Fund has investment managers, 6 contracted directly and 4 through the London CIV.

VAN LANSCHOT

KEMPEN

$ UBS Asset Management

>»BNY | INVESTMENTS

Federated =
ermes o
Limited

PAIRIA

BlackRock

v{ London
AN CIV

Baillie Gifford

PIMCO

S 1
Pyrford 7

covumsia
| O

INVESTMENTS

> BNY | yrwToN

The investment mandates of each manager are set out below:

Investment Mandate Style Fund % Mandate type
Kempen Active 15.2 Global Equity
London CIV: Baillie Gifford Active 14.9 Global Equity
UBS Passive Equity Passive 23.0 Global Equity
London CIV: PIMCO Active 5.1 Global Bond
UBS Passive Bonds Passive 2.8 UK Gilts
Insight Active 5.4 Global Credit
London CIV: Newton/Pyrford Active 9.6 Absolute Return
Hermes Active 5.9 Infrastructure
BlackRock Active 6.5 UK Property

13



Investment Mandate Style Fund % Mandate type
Patria Active 9.5 Private Equity
Internally managed Cash Cash 2.1 Cash

5.4 Monitoring the Investment Managers

Investment manager performance is measured independently by the Fund custodian
Northern Trust. A summary of their report is included within the quarterly performance
report taken to each Committee meeting. Council officers meet regularly with the
investment managers and the LCIV to review their investment performance.

The table below summarises Fund manager performance against their benchmark over
1, 3 and 5 years.

12 months 3 years 5 years
Actual B'mark | Variance Actual B'mark | Variance Actual B'mark | Variance
% % % % % % % % %

Equity
Kempen +3.30 | +4.76 -1.46 | +7.28 | +8.30 -1.02 | +14.12 | +15.20 -1.08
LCIV Baillie
Gifford -1.02 | +5.33 -6.36 | +2.54 | +8.14 -560| +9.48 | +14.78 -5.30
UBS Global
Equity +7.17 | +7.17 0] +8.53| +8.53 0] +16.10 | +16.10 0
Fixed Income
Insight +12.87 | +4.00 +8.87 | +10.01 +4.00 +6.01 +6.94 | +4.09| +2.85
LCIV Pimco +5.58 | +4.84 +0.74 - - - - - -
UBS UK Bonds -1.14 | -1.19 +0.05 -6.11 -6.14 +0.02 -5.79 -5.81 +0.02
Absolute
Return
LCIV Newton +2.74 | +8.09 -5.35| +2.08| +7.18 -510| +5.16 | +5.90 -0.73
LCIV Pyrford +5.24 | +8.20 -2.96 | +3.75| +11.90 -8.16 | +4.84 | +11.21 -6.37
Hermes Infr -0.01 | +5.90 -5.91 +3.46 | +5.90 244 | +4.16 | +5.90 -1.74
Blackrock UK
Property +6.20 | +6.43 -0.23 -6.31 -3.32 -3.00 | +11.83 | +7.66 +4.17
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6. Actuarial Report on Fund Valuation

Introduction

The last full triennial valuation of the London Borough of Barking and Dagenham Pension
Fund (the Fund) was carried out as at 31 March 2022 as required under Regulation 62 of the
Local Government Pension Scheme Regulations 2013 (the Regulations) and in accordance
with the Funding Strategy Statement of the Fund. The results were published in the triennial
valuation report dated 31 March 2023.

Asset value and funding level

The results for the Fund at 31 March 2022 were as follows:

The market value of the Fund’s assets as at 31 March 2022 was £1.34bn.

The Fund had a funding level of 101% i.e. the value of assets for valuation purposes was
101% of the value that they would have needed to be to pay for the benefits accrued to that
date, based on the assumptions used. This corresponded to a surplus of £11m.

Contribution rates

The employer contributions rates, in addition to those paid by the members of the Fund, are
set to be sufficient to meet:

» the annual accrual of benefits allowing for future pay increases and increases to
pensions in payment when these fall due;

» plus an amount to reflect each participating employer’s notional share of the
Fund’s assets compared with 100% of their liabilities in the Fund, in respect of
service to the valuation date.

The primary rate of contribution on a whole Fund level was 21.2% of payroll p.a. The
primary rate as defined by Regulation 62(5) is the employer’s share of the cost of benefits
accruing in each of the three years beginning 1 April 2023.

In addition, each employer pays a secondary contribution as required under Regulation
62(7) that when combined with the primary rate results in the minimum total contributions.
This secondary rate is based on their particular circumstances and so individual adjustments
are made for each employer.

Details of each employer’s contribution rate are contained in the Rates and Adjustments
Certificate in the triennial valuation report.
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Assumptions

The key assumptions used to value the liabilities at 31 March 2022 are summarised below:

Assumptions Assumptions used for the 2022 valuation
Market date 31 March 2022

CPl inflation 2.9% p.a.

Long-term salary increases 3.9% p.a.

Discount rate 4.3% p.a.

Post-retirement mortality

Base tables Based on Club Vita analysis
Projection model CMI 2021
Long-term rate of improvement 1.25% p.a.
Smoothing parameter 7.0
Initial addition to improvements 0.0%
2020/21 weighting parameter 5%

Full details of the demographic and other assumptions adopted as well as details of the
derivation of the financial assumptions used can be found in the 2022 valuation report.

Updated position since the 2022 valuation
Assets

Investment returns on the Fund’s assets over the three years to 31 March 2025 have been
higher than assumed at the previous actuarial valuation. Over the past year, the Fund also
has had a negative cash flow however the market value of assets at 31 March 2025 has
increased since the formal valuation.

Liabilities

Inflation over the three years to 31 March 2025 has been higher than the long-term average
assumed at the 2022 valuation. However, this has been largely offset by changes in financial
assumptions underlying the valuation funding model. The value of liabilities has overall

increased mainly due to interest accruing on those liabilities and due to further accrual of
members’ benefits over the period.
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Overall position

The value of liabilities are estimated to have increased by less than the value of the assets
and so the funding level is estimated to have improved compared to that at the last formal
valuation.

The 2025 valuation of the Fund is now underway, which will set revised contributions for all
employers due over the period from 1 April 2026 to 31 March 2029.

Barrs, M Has

Barry McKay FFA
Partner, Barnett Waddingham LLP
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6. Independent Auditor’s Consistency Statement

Independent auditor's report to the members of London Borough of
Barking and Dagenham on the pension fund financial statements of
London Borough of Barking and Dagenham Pension Fund included
within the pension fund annual report

Disclaimer of opinion

We were engaged to examine the pension fund financial statements of London Borough of Barking and
Dagenham Pension Fund (the ‘Pension Fund’) for the year ended 31 March 2025, which comprise the
Fund Account, the Net Assets Statement and notes to the pension fund financial statements, including a
summary of significant accounting policies.

As a result of the disclaimer of opinion on the Pension Fund’s financial statements for the year ended 31
March 2025 described in the basis for disclaimer of opinion section of our report, we do not express an
opinion on whether the information in the Annual Report is consistent with the financial statements.

We have not considered the effects of any events between 25 February 2026, being the date we signed
our report on the financial statements of London Borough of Barking and Dagenham, and the date of
this statement.

Basis for disclaimer of opinion

The Accounts and Audit (Amendment) Regulations 2024 (‘the Regulations’) require the Authority to
publish audited financial statements for the year ended 31 March 2025 by 28 February 2026 (‘the
backstop date’). The backstop date has been put in law with the purpose of clearing the backlog of
historical financial statements.

We have been unable to obtain sufficient appropriate audit evidence by the backstop date to conclude
that the London Borough of Barking and Dagenham Pension Fund’s financial statements for the year

ended 31 March 2025 as a whole are free from material misstatement. We were also unable to obtain
sufficient appropriate evidence over the corresponding figures or whether there was any consequential
effect on the Pension Fund Accounts for the year ended 31 March 2025 for the same reason.

In addition, in our audit report on the financial statements for the year ended 31 March 2024, we
reported £16.9 million of loan to the London Borough of Barking and Dagenham during 2023/24. For
2024/25, the Pension Fund recorded a current asset as at 1 April 2024 of £16.9 million, representing a
loan from the Pension Fund to the Authority. This borrowing arrangement had been in place for several
years. At 31 March 2025 the Pension Fund recorded a nil balance for this loan. Due to the limitations
imposed by the backstop, we were unable to undertake procedures to assess the lawfulness of these
transactions by the date of our report. Consequently, we were unable to obtain sufficient appropriate
audit evidence over the corresponding figures, opening balances or any consequential effects in the
Pension Fund’s financial statements for the year ended 31 March 2025.

We have concluded that the possible effect of these matters on the financial statements could be both
material and pervasive. We have therefore issued a disclaimer of opinion on the financial statements.
This enables the Authority to comply with the requirement of the Regulations to publish the financial
statements for the year ended 31 March 2025 by the backstop date.

Respective responsibilities of the Strategic Director of Resources (Section 151 Officer) and the
auditor

As explained more fully in the Statement of the Responsibilities, the Strategic Director of Resources
(Section 151 Officer) is responsible for the preparation of the pension fund’s financial statements in
accordance with applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting
in the United Kingdom 2024/25.

Our responsibility is to state to the members of London Borough of Barking and Dagenham our opinion
on the consistency of the pension fund financial statements within the pension fund annual report with
the financial statements of London Borough of Barking and Dagenham.

We conducted our work in accordance with Auditor Guidance Note 07 — Auditor Reporting, issued by
the National Audit Office. Our report on the financial statements of London Borough of Barking and
Dagenham describes the basis of our opinion on those financial statements.
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The Strategic Director of Resources (Section 151 Officer) is responsible for the other information. The
other information comprises the information included in the pension fund annual report, other than the
pension fund financial statements and our auditor’s statement thereon. As a result of the disclaimer of
opinion on the financial statements of the Pension Fund for the year ended 31 March 2025 described in
the basis for disclaimer of opinion section of our report, it is inappropriate to express an audit opinion
whether based on the work undertaken in the course of the audit of the Pension Fund financial
statements and whether the other information published together with the Pension Fund financial
statements is consistent with the Pension Fund financial statements.

Use of this auditor’s statement

This statement is made solely to the members of London Borough of Barking and Dagenham, as a
body, in accordance with Part 5 of the Local Audit and Accountability Act 2014. Our work has been
undertaken so that we might state to the members of London Borough of Barking and Dagenham those
matters we are required to state to them and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than London Borough of Barking and
Dagenham and the members of London Borough of Barking and Dagenham as a body, for our work, for
this statement, or for the opinions we have formed.

Panncs Williams
Parris Williams, Key Audit Partner

for and on behalf of Grant Thornton UK LLP, Local Auditor

London

25 February 2026
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Appendix 1: Accounts 2024/25

Publication

This report will be made available through the Council’s website and the Fund’s website
(www.lbbdpensionfund.orq).

Any questions should be addressed to the Interim Head of Treasury and Pensions
(nick.vickers@lbbd.gov.uk).
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Statement of Responsibilities

The Council’s Responsibilities

The Council is required to:

Make arrangements for the proper administration of its financial affairs and to secure
that one of its officers, the Strategic Director of Resources (Section 151 Officer), has
responsibility for the administration of those affairs;

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

Approve the Statement of Accounts.

The Strategic Director of Resources (Section 151 Officer)’s responsibilities

The Strategic Director of Resources (Section 151 Officer) is responsible for the preparation of
the Pension Fund Statement of Accounts in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom (‘the
Code’).

In preparing the Pension Fund Statement of Accounts, the Strategic Director of Resources
(Section 151 Officer) has:

Selected suitable accounting policies and applied them consistently;

Made judgements and estimates that were reasonable and prudent;

Complied with the Code;

Kept proper accounting records which were up to date;

Taken reasonable steps for the prevention and detection of fraud and other
irregularities;

Assessed the Pension Fund’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern;

Used the going concern basis of accounting on the assumption that the functions of
the Pension Fund will continue in operational existence for the foreseeable future; and
Maintained such internal control as deemed necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

| certify that the Pension Fund Statement of Accounts gives a true and fair view of the financial
position of the Pension Fund at 31 March 2025 and of its income and expenditure for the year
then ended.

Richard Harbord
Strategic Director of Resources (Section 151 officer)
Date: 24 February 2026
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London Borough of Barking and Dagenham
Pension Fund Accounts

Note 2023/24 2024/25
£000 £000
Dealings with members, employers and others directly
involved in the scheme

Contributions 8 54,031 57,404
Transfers in from other pension funds 9 6,216 4,161
60,247 61,565

Benefits 10 (49,762) (57,606)

Payments to and on account of leavers 11 (5,998) (8,195)
(55,760) (65,801)

Net additions / (withdrawals) from dealings with

members 4,487 (4,236)

Management expenses 12 (5,828) (6,637)

Net withdrawals including Fund Management

Expenses (1,341) (10,873)

Returns on Investments

Investment Income 13 31,683 32,668

Profit / (losses) on disposal of investments and

changes in the market value of investments 15 121,232 68,642

Net returns on investments 152,915 101,310

Net increase in the net assets available for
benefits during the year 151,574 90,437

Net Assets Statement as at 31 March 2025

The accounts summarise the transactions and net assets of the Fund. They do not take
account of liabilities to pay pensions and other benefits in the future.

31 March 31 March

Note 2024 2025
£000 £000
Investment Assets 14 1,447,108 1,527,402
Current Assets 17 20,422 26,243
Current Liabilities 17 (1,304) (2,316)
Net assets of the fund available to fund
benefits at the end of the reporting period 1,466,226 1,551,329
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Notes to the Pension Fund Accounts for the year ended
31 March 2025

1. Introduction

The Barking and Dagenham Pension Fund (“the Fund”) is part of the Local Government
Pension Scheme (“LGPS”) and is administered by the London Borough of Barking and
Dagenham (“LBBD”). The Council is the reporting entity for this Fund. The Fund is governed
by the Public Service Pensions Act 2013 and the following secondary legislation:

i. The LGPS Regulations 2013 (as amended)
ii. The LGPS (Transitional Provisions, Savings and Amendment) Regulations 2014 (as
amended) and
iii. The LGPS (Management and Investment of Funds) Regulations 2016.

The Fund is operated as a funded, defined benefit scheme which provides for the payment
of benefits to former employees of LBBD and those bodies admitted to the Fund, referred
to as “members”. The benefits include not only retirement pensions, but also widow’s
pensions, death grants and lump sum payments in certain circumstances. The Fund is
financed by contributions from members, employers and from interest and dividends on the
Fund’s investments.

The objective of the financial statements is to provide information about the fund’s financial
position and performance and show the results of the Council’s stewardship in managing
the resources entrusted to it and for the assets at the period end.

The Council is the administering authority for the London Borough of Barking and
Dagenham Pension Fund. The Council’s Constitution delegates responsibility for managing
the Pension Fund to the Pensions Committee supported by the Strategic Director
Resources.

The Fund’'s investment return in 2024/25 was 5.01%, 1.2% lower than the benchmark
return. The 3 year return was 4.86% (1.69% below benchmark) and the 5 year return was
9.49% (0.44% lower than benchmark). However, based upon independent data the Fund
outperformed the Local Authority Average over 1, 3 and 5 years - performing in the top
decile (10% of Funds).

During the year, the total number of active employers within the Fund was 33.
2. Format of the Pension Fund Statement of Accounts

The day-to-day administration of the Fund and the operation of the management
arrangements and investment portfolio are delegated to the Strategic Director Resources.

The following description of the Fund is a summary only. For more details, reference should
be made to the Fund’s Annual Report for 2024/25, which can be obtained from the Council’s
website: http://www.lbbdpensionfund.org.

The statutory powers that underpin the scheme are the Superannuation Act 1972 and the
Local Government Pension Scheme (LGPS) regulations, which can be found at:
www.legislation.gov.uk.
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Membership

All local government employees (except casual employees and teachers) are automatically
enrolled into the Scheme. However, membership of the LGPS is voluntary and employees
are free to choose whether to opt out, remain in the Scheme or make their own personal
arrangements outside the Scheme. Organisations participating in the Fund include:

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

o 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.

A list of the Fund’s scheduled and admitted employers are provided below. Not Active
employers do not have any current members but have either deferred or pensioners. The
obligations and assets for these employers have been absorbed by the Council.

A breakdown of the Fund’'s members by employer type and by member type is included in the
table below:

Scheduled Bodies

Admitted Bodies

LBBD

Barking College

Dorothy Barley Academy
Eastbury Academy

Brook College
Goresbrook Free School
Greatfields Free School
James Campbell Primary
Partnerships Learning
Pathways

Riverside Bridge
Riverside Free School
Riverside School

St Margarets

St Joseph’s Dagenham
St Joseph’s Barking

St Theresa’s Dagenham
St Vincents

Sydney Russell Academy
Thames View Infants Academy
Thames View Junior Academy
University of East London
Warren Academy

Not Active
Magistrates Court

Aspens
BD Corporate Cleaning Ltd

BD Schools Improvement Partnership

BD Together

Be First

BD Trading Partnerships

BD Management Services Ltd
Schools Offices Services Ltd
Sports Leisure Management
The Broadway Theatre
Reside

Not Active

Abbeyfield Barking Society
Age UK

B&D Citizen's Advice Bureau
Cleantec

Council for Voluntary Service
Disablement Assoc. of B&D
East London E-Learning
London Riverside

Lewis and Graves

Laing O'Rourke

Town and Country Cleaners
Aspens 2
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Scheduled Bodies

Admitted Bodies

Aspens 3
Caterlink
Caterlink 2
Caterlink 3
Caterlink 4
CGL

Elevate
Enterprise
May Gurney
Pantry Cleaning
RM Education

Number of Employers with active members

Number of Employees in scheme

London Borough of Barking and Dagenham

Active members

Pensioners

Deferred pensioners
Undecided and other members

Admitted and Scheduled Bodies
Active members
Pensioners
Deferred pensioners
Undecided and other members

a) Benefits

Pension benefits under the LGPS are based on

pensionable service as summarised below:

Service pre-1 April 2008

31 March 31 March
2024 2025

36 33
4718 4,634
5,080 5,357
5,186 5,216
100 -
15,084 15,207
1,423 1,429
1,471 1,510
1,854 1,912
30 -
4778 4,851

final pensionable pay and length of

Service post 31 March 2008

Pension: Each year worked is worth 1/80 x final
pensionable salary.
Lump sum: Automatic lump sum of 3 x salary. In

addition part of annual pension can
be exchanged for a one-off tax-free
cash payment. A lump sum of £12is
paid for each £1 of pension given up.

Each year worked is worth 1/60 x
final pensionable salary.

No automatic lump sum, part of the
annual pension can be exchanged
for a one-off tax- free cash payment.
A lump sum of £12 is paid for each
£1 of pension given up.

The benefits payable in respect of service from 1 April 2014 are based on career average
devalued earnings and the number of years of eligible service. The accrual rate is 1/49 and
the benefits are index-linked to keep pace with inflation. From 1 April 2011, the method of
indexation changed from the Retail Prices Index (RPI) to the Consumer Prices Index (CPI).
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3. Basis of preparation

The accounts summarise the transactions and net assets for the Fund’s transactions for
the 2024/25 financial year and its position as at 31 March 2025. The accounts have been
prepared in accordance with the Code of Practice for Local Authority Accounting in the
United Kingdom 2024/25. The financial statements do not reflect any liabilities to pay
pension or other benefits occurring after 31 March 2025. Such items are reported
separately in the Actuary’s Report provided in Note 20 to the Fund’s accounts.

The accounts have been prepared on an accruals basis (that is income and expenditure
are recognised as earned or incurred, not as received and paid) except in the case of
transfer values which are included in the accounts on a cash basis.

The Pension Fund Accounts have been prepared on a going concern basis. The vast
majority of employers in the pension scheme are scheduled bodies that have secure public
sector funding, and therefore there should be no doubt in their ability to continue to make
their pension contributions. Following the latest actuarial valuation and schedule of
employer contribution prepayments, the Pension Fund has reviewed its cashflow forecast
and is confident in its ability to meet is ongoing obligations to pay pensions from its cash
balance for at least 12 months from the date of signing the accounts. In the event that
investments need to be sold, 92% of the Fund’s investments can be converted into cash
within 3 months.

3.1 Contributions (see Note 8)

Primary contributions from the employer, are accounted for on an accruals basis at the
percentage rate recommended by the actuary in the payroll period to which they relate.
Contributions rates from members are set in accordance with the LGPS Regulations 2007.

Secondary contributions are accounted for on the due dates on which they are due under
the schedule of contributions set by the actuary or on receipt if earlier than the due date.

Employer's augmentation and pension strain contributions are accounted for in the period
in which the liability arises. Any amount due in year but unpaid is classed as a current
financial asset.

3.2 Transfers to and from other schemes (see Note 9)

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 LGPS Regulations. Transfer Values to/from other funds, for individuals, are
included in the accounts based on the actual amounts received and paid in the year.

Transfers in from members wishing to use the proceeds of their additional voluntary
contributions to purchase scheme benefits are accounted for on a receipts basis and are
included in Transfers In.

Individual transfers in/out are accounted for when received/paid, which is normally when

the member liability is accepted or discharged. Bulk (group) transfers are accounted for on
an accruals basis in accordance with the terms of the transfer agreement.
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3.3 Investment income (see Note 14)

i) Interest income - Interest income is recognised in the Fund account as it accrues.
Interest from financial assets that are not carried at fair value through profit and loss,
i.e. financial assets at amortised cost, are calculated using the effective interest basis.

i) 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) Movement in the net market value of investments - Changes in the net market value
of investments are recognised as income and comprise all realised and unrealised
profits/loss during the year.

3.4 Net Assets Statement at market value is produced on the following basis (see note
15)

i) Quoted investments are valued at bid price at the close of business on 31 March 2025;

i) Unquoted investments are based on market value by the fund managers at year end
in accordance with accepted guidelines;

i) Pooled investment vehicles are valued at closing bid price 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;

iv) Investments held in foreign currencies have been valued in sterling at the closing rate
ruling on 31 March 2025. All foreign currency transactions are translated into sterling
at exchange rates ruling at the closing rate of exchange; and

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

3.5 Management expenses (see note 12)

Administration Expenses

All administration expenses are accounted for on an accrual basis. Staff costs associated
with the Fund are charged to the Fund, with management, accommodation and other
overheads apportioned in accordance with LBBD’s policy.

Investment management expenses

All investment management expenses are accounted for on an accrual basis.

External manager fees, including custodian fees, are agreed in the respective mandates
governing their appointments, which are broadly based on the market value of the Fund’s
investments under their management. Therefore, investment management fees increase
/ decrease as the value of these investments change.

The Fund does not include a performance related fees element in any of their contracts.

Where it has not been possible to confirm the investment management fee owed by the
balance sheet date, an estimate based on the market value has been used.
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3.6

3.7

Most the Fund’'s holdings are invested in pooled funds which include investment
management expenses, including actuarial, trading costs and fund manager fees, within
the pricing mechanism.

Taxation

The Fund is a registered public-sector 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 proceed of investments sold.

Taxation agreements exist between Britain and other countries whereby all or a proportion
of the tax deducted locally from investment income may be reclaimed. Non-recoverable
deductions are classified as withholding tax.

Value Added Tax is recoverable on all Fund activities by the administering authority.
Foreign currency transactions

Dividends, interest, 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.

3.8 Cash and cash equivalents

3.9

Cash comprises cash in-hand and on-demand deposits.

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.

Present Value of Liabilities

These accounts do not include the Fund’s liabilities to pay pensions and other benefits,
in the future, to all the present contributors to the Fund. These liabilities are taken account
of in the periodic actuarial valuations of the Fund and are reflected in the levels of
employers’ contributions determined at these valuations.

3.10 Actuarial present value of promised retirement benefits (see note 21)

The actuarial present value of promised retirement benefits is assessed on a triennial
basis by the Scheme actuary in accordance with the requirements of IAS 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

3.11 Contingent assets and liabilities

Contingent assets and liabilities are not recognised in the Fund’s Balance Sheet but are
disclosed as a note to the accounts. They arise as a result of past events but are only
confirmed by the occurrence of one or more uncertain future events which are not entirely
within the Fund'’s control.

Contingent liabilities arise from a present obligation arising from past events but only
where it is not probable that a transfer of economic benefits will be required to settle the
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obligation or where the amount of the obligation cannot be measured with sufficient

reliability.

Critical Judgements in applying accounting policies

In applying the accounting policies set out in Note 3, the Fund has had to make certain
judgements about complex transactions or those involving uncertainty about future

events.

There were no such critical judgements made in 2024/25.

Assumptions made about the future and other major sources of estimation

uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions
made by the Fund about the future or that are otherwise uncertain. Estimates are made
taking into consideration historical experience, current trends and other relevant factors.
However, as balances cannot be determined with certainty, actual results could be
materially different from the assumptions and estimates.

Item

Uncertainties

Effect if actual results differ
from assumptions

investments involve a
degree of estimation.

Actuarial present value of | Actuarial present value of e A 0.1% increase in
promised retirement | promised retirement discount rate would
benefits benefits  depends  on reduce future pension
several complex liabilities by c. £18m
assumptions and e A 0.1% increase in long
judgements from the RPI term  salary  would
inflation, the assumed increase future pension
salary changes, discount liabilities by c. £1m
rate, mortality rate and e A 01% increase in
others. These assumptions pension increases and
are applied by the pension deferred  revaluation
funds actuary in would increase future
consultation with the fund pension liabilities by c.
to whom they provide £17m
expert advice. The effects
of changes in the
assumptions used on the
net pension liability can be
measured.
Level 3 unquoted | All investments are e The fund has
investments measured at fair value and determined that the
by necessity, unquoted valuation methods

described above are
likely to be accurate to

Notes 15 and 22 provide within  the following
information about ranges, and has set out
valuation methodology and the consequent
the assumptions made in potential impact on the
deriving the estimates. closing value of
investments held at 31

Determining the fair value March  2025. The
of unquoted assessed valuation
investments (private range is 10% for
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Item Uncertainties Effect if actual results differ
from assumptions

equity investments property holdings and
and hedge fund) is by 15% for infrastructure,
the nature of the private  equity and
investment subjective. hedge funds.

They are inherently
based on forward-
looking estimates and
judgements involving
many factors including
the impact of interest
rates and US tariff
policies. Unquoted
investments are
valued by the
investment managers
- valuation
methodology needs to
be robust to give
comfort to investors.
The total financial
instruments held by
the Fund at Level 3
were £330.0m.

Additional Voluntary Contributions (AVC)

Additional Voluntary Contributions (AVCs) administered by the Prudential were made by
LBBD employees during the year. In accordance with Regulation 4(2) (b) of the Pension
Scheme (Management and Investment of Funds) Regulations 2009 the contributions paid
and the assets of these investments are not included in the Pension Fund Accounts.

AVCs were valued by Prudential at a market value of £4.2m (31 March 2024 - £3.2m).
Recharges from the General Fund

The LGPS (Management and Investment of Funds) Regulations 2016 permit the Council
to charge administration costs to the Fund. A proportion of the relevant Council costs have
been charged to the Fund on the basis of actual time spent on Pension Fund business.
Costs incurred in the administration and the oversight and governance of the Fund are
included in Note 12.

Contributions

Benefits are funded by contributions and investment earnings. Contributions are made by
active members of the Fund in accordance with the LGPS (Benefits, Membership and
Contributions) Regulations 2007, ranging from 5.5% to 12.5% of pensionable pay for the
financial year ending 31 March 2025. Employee contributions are matched by employer
contributions, which are set based on triennial actuarial funding valuations.
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Currently employer contribution rates range from 18.2% to 34.4%.

Pension strain contributions are accounted for in the period in which the liability arises.
Any amounts due in year but unpaid will be classed as a current financial asset. The
Council uses a mechanism to stabilise the contribution rates. This was agreed following
the actuary, Barnett Waddingham, completing a stochastic modelling of the long-term
funding position. Eligibility for stabilisation is dependent on reasonable consistency in an
employer’s membership profile. The primary contribution rate for the financial year ending

31 March 2025 was 21.2%.

Contributions shown in the revenue statement may be categorised as follows:

Contributions 2023/24 2024/25
Members normal contributions £000 £000
Council 9,727 10,002
Admitted bodies 409 351
Scheduled bodies 2,206 2,367
Total contributions from members 12,342 12,720
Employers contributions
Council - Normal 30,307 31,629
Council - Deficit Recovery 1,144 1,194
Admitted bodies - Normal 1,706 1,497
Admitted bodies- Deficit Recovery 24 19
Scheduled bodies - Normal 6,890 7,389
Scheduled bodies- Deficit Recovery 1,441 1,449
Pension Strain 177 1,507
Total contributions from employers 41,689 44,684
Total Contributions 54,031 57,404
9. Transfers in from other pension funds
2023/24 2024/25
£000 £000
Individual Transfers 6,216 4,161
6,216 4,161

10. Benefits

Benefits payable and refunds of contributions have been brought into the accounts

based on all valid claims approved during the year.

2023/24 2024/25
Admitted Scheduled Admitted Scheduled

Council Bodies Bodies Total Council Bodies Bodies Total

£000 £000 £000 £000 £000 £000 £000 £000
Pensions 33,640 370 7,686 41,697 37,061 873 7,537 45,471
Lump sums 5,381 364 1,425 7,170 9,334 460 1,353 11,147
Death grants 811 14 69 895 732 - 256 988
39,833 749 9,180 49,762 47,127 1,333 9,146 57,606
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11. Payments to and on account of leavers

Individual Transfers
Refunds

12. Management Expenses

Administration Costs

Fund Management Fees
Custodian fees

Audit Fees

Oversight and Governance Costs
Other costs

13. Investment Income

Fixed Interest Securities
Equity Dividends

Pooled Property Income
Interest — Manager's Cash
Interest — LBBD Balance
Interest — Cash Deposits
Other Income

2023/24
£000
5,739
259

5,998

2023/24
£000

719

4,769

33

75

190

42

5,828

2023/24
£000
453
27,179
2,337
1,313
396

5

31,683

2024/25
£000
7,936
259

8,195

2024/25
£000

934
5,068

33

86

342

174

6,637

2024/25
£000

511
23,314
5,875
2,324
614
204
30

32,668

14. Investments: The movement in the opening and closing market value of investments

during the year were as follows:

Market Value as at Market Value as at

Investment Assets 31 March 2024 31 March 2025

£'000 £'000
Bonds 119,346 124,645
Equities 551,019 583,466
Pooled Investments:
Fixed Income 74,269 78,416
Absolute Return 415,161 373,303
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Alternatives 34,653 13,247
Private Equity 107,474 130,494
Infrastructure 86,574 89,750
Pooled Property Investments 47,850 96,601
Derivatives 1,036 272
Cash deposits held with Custodian 7,426 37,058
Pending Trade Sale 2,148 -
Shareholding in London CIV 150 150
Total Investment Assets 1,447,108 1,527,402
Net Investment Assets 1,447,108 1,527,402
15. Reconciliation of movements in investments and derivatives
Change in
31/03/2024 Purchases Sales Fair Value 31/03/2025
£000 £000 £000 £000 £000
Bonds 119,346 318 - 4,981 124,645
Equities 551,021 776 - 31,670* 583,466
Pooled Investments 489,430 9,708 (47,000) (419) 451,719
Infrastructure 86,574 (1,734) 4,910* 89,750
Alternatives 34,653 13,195 (37,100) 2,499 13,247
Private Equity 107,474 28,925 (11,441) 5,536* 130,494
Pooled Property 47,850 45,761 2,990 96,601
Derivatives 1,036 (764) 272
Cash deposits held
with Custodian 7,426 (6,721) 37,082 (728) 37,058
Pending Trade Sales 2,148 - (2,148) -
Shareholding in
London CIV 150 - - - 150
Net Investment assets 1,447,108 91,962 (63,105) 51,439 1,527,402
*Audit adjustment of £17.4m made in total
Change in
31/03/2023 Purchases Sales Fair Value 31/03/2024
£000 £000 £000 £000 £000
Bonds 98,667 12,282 - 8,397 119,346
Equities 480,542 751 (20,000) 89,728 551,021
Pooled Investments 442 437 89,541 (70,000) 27,452 489,430
Infrastructure 96,926 (2,478) (7,874) 86,574
Alternatives 38,513 3,970 (9,735) 1,905 34,653
Private Equity 89,808 26,678 (11,681) 2,669 107,474
rooted Property 50,088 3,460 ; (5,698) 47,850
nvestments
Derivative forwards 821 2,300 (5,932) 3,847 1,036
currency
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Cash deposits held

with Custodian 13,572 (6,916) 1,010 (240) 7,426
Pending Trade Sales 344 1,794 - 10 2,148
Shareholding in

London CIV 150 - - - 150
Net Investment assets 1,311,868 133,860 (118,816) 120,196 1,447,108

The change in fair value of investments during the year comprises all increases and decreases
in the value of investments held at any time during the year, including profits and losses realised
on sales of investment and changes in the sterling value of assets caused by changes in
exchange rates. In the case of pooled investment vehicles changes in market value also
includes income, net of withholding tax, which is reinvested in the Fund.

The cost of purchases and the sales proceeds are inclusive of transaction costs, such as broker
fees and taxes. In addition to transaction costs, indirect costs are incurred through the bid offer
spread on investments within pooled investment vehicles. The amount of indirect cost is not
separately provided to the Fund. The Fund employs specialist investment managers with
mandates corresponding to the principal asset classes. A list of the Fund’s Fund Manager, their
mandate and the asset type are outlined in the table below:

Investment Manager Mandate Asset Type
Aberdeen Asset Management Active Diversified Alternatives
Patria Active Diversified Alternatives
Insight Active Global Credit
London CIV: Baillie Gifford Active Global Equity (Pooled)
London CIV: Pyrford Active Absolute Return
London CIV: Newton Active Absolute Return
London CIV: Pimco Active Global Credit
BlackRock Active Property Investments (UK)
Hermes Active Infrastructure (LLP)
Kempen Active Global Equity (Pooled)
UBS Passive | Global Equity (Pooled)
UBS Passive | All Share Fixed Income (Pooled)

The value of the Fund, by manager, as at 31 March 2025 was as follows:

31 March 2024 31 March 2025

Fund by Investment Manager £000 % £000 %
Investments managed by the London CIV
London CIV Cash 150 0.0% 150 0.0%
London CIV- Newton, Pyrford and Baillie Gifford 415,161 28.7% 373,303 24.4%
London CIV - Pimco 74,269 5.1% 78,416 5.1%
Investments managed outside the London CIV
Aberdeen Asset Management 142,127 9.8% 145 0.0%
Patria - 0.0% 143,595 9.4%
BlackRock 47,850 3.3% 96,601 6.3%
Hermes 86,574 6.0% 89,750 5.9%
Kempen 224,133 15.5% 232,317 15.2%
Cash deposits held with Custodian 7,426 0.5% 37,058 2.4%
Insight 75,771 5.2% 81,567 5.3%
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UBS Passive Bonds 43,576 3.0% 43,079 2.8%
UBS Passive Equity 326,887 22.6% 351,149 23.0%
Derivatives 1,036 0.1% 272 0.0%
Pending Trade Sales 2,148 0.1% - 0.0%
Total 1,447,108 100.00% 1,527,402 100%
16. Cash and cash equivalents
The cash balance held at 31 March 2025 is made up as follows:
31 March 31 March
2024 2025
£000 £000
Cash balances held by Investment
Managers:
Aberdeen Asset Management 7,425 31,653
BlackRock 1 1,887
Patria - 3,518
Money Market Funds - 17,458
Bank Current Accounts 1,991 6,474
Total Cash and Cash Equivalents 9,417 60,990

17. Current Assets and Liabilities

The following amounts were current assets and liabilities for the Fund at 31 March 2025:

31 March 2024

31 March 2025

£000 £000

Current Assets

Contributions due — employees 203 227
Contributions due — employers 711 732
Short Term Loan 16,900 -
Bank Current Accounts 1,991 6,474
Money Market Funds - 17,459
Sundry debtors 617 1,351
Total Current Asset 20,422 26,243
Current Liabilities

Sundry Creditor 1,304 2,316
Total Current Liabilities 1,304 2,316

18. Holdings

All holdings within the Fund at 31 March 2025 were in pooled funds or Limited Liability
Partnerships (LLP), with no direct holdings over 5% of the net assets of the scheme. At 31
March 2025 the following pooled funds and LLPs were over 5% of the scheme’s net assets:

Market Value at 31

1)
March 2025 % of Total Fund

Security
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£000

%

Insight 81,567 5.34%
Blackrock 96,601 6.32%
UBS Passive Equity 351,149 22.99%
Kempen 232,317 15.21%
London CIV — Pyrford/Newton 373,303 24.44%
Hermes 89,750 5.88%

19. Investment Strategy Statement

An Investment Strategy Statement was agreed by the Council’s Investment Committee
on 16 December 2020 and is updated periodically to reflect changes made in Investment
Management arrangements. The nature and extent of risk arising from financial
instruments and how the Fund manages those risks is included in the Investment Strategy
the Council’'s Pension website:

Statement. Copies can
http://www.lbbdpensionfund.org

20. Actuarial position

Actuarial assumptions

In line with LGPS Regulations, a full actuarial valuation is carried out every 3 years. The
purpose of this is to ensure the long term solvency of the fund and that it is able to meet its
liabilities to past and present contributors. Employer contribution rates are set in this
process for the forthcoming triennial period. The 2022 triennial review of the Fund took
place as at 31 March 2022 by Barnett Waddingham the funds actuary and the salient
features of that review were as follows:

» The funding target is to achieve a funding level of at least 100% over a specific period;

be obtained from

» Market value of the scheme’s assets at the date of the valuation were £1,317 million;
» The past service liabilities at the rate of the valuation were £1,306 Million; and
> The resulting funding level was 101% (90% as at 31 March 2019).

Some of the key financial assumptions adopted by the actuary for the valuation of members’

benefits at the 2022 valuation are set out below:

2019 2022
Financial Assumptions Valuation Valuation
£m £m
Discount Rate 4.0% 4.3%
Pension increases (CPI) 2.3% 2.9%
Salary increases 3.0% 3.9%

Funding level and position

The table below shows the detailed funding level for the 2022 valuation:

Employer contribution rates
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Primary Rate (net Employer Future Service Cost) 19.8% 21.2%
Secondary Rate (Past Service Adjustment — 14 year spread) 3.0% 0.8%
Total Contribution Rate 22.8% 22%

Full details of the individual employers contribution rates payable can be found in the Rates
and Adjustment Certificate in the 2022 actuarial valuation report.

21. Actuarial Present Value of Promised Retirement Benefits

The fund’s actuary Barnett Waddingham also undertakes a valuation of the pension fund
liabilities on an IAS 19 basis every year using the same base data as the funding valuation
rolled forward to the current financial year but taking account of changes in membership
numbers and updating assumptions to the current year.

This figure is used for statutory accounting purposes by the Pension Fund and complies
with the requirements of IAS 26 Accounting and Reporting by Retirement Benefit Plans.

As at 31 As at 31
March 2024 March 2025
£m £m
Present Value of Promised Retirement Benefits 1,345 1,182
Fair Value of Scheme Assets (bid value) 1,474 1,548
Net Liability (129) (366)

The figure is prepared for the purposes of IAS 26 and has no validity in other circumstances.
It is not relevant for calculations undertaken for funding purposes and setting contributions
payable to the Fund, which is carried out on a triennial basis.

Financial Assumptions

The key financial assumptions used are:

As at 31 As at 31
Financial Assumptions March 2024 March 2025
£m £m
Discount Rate 4.90% 5.85%
Pension increases (CPI) 2.90% 2.90%
RPI inflation 3.20% 3.20%
Salary increases 3.90% 3.90%

Demographic Assumptions

Barnett Waddingham have adopted a set of demographic assumptions that are consistent
with those used for the most recent Fund valuation, which was carried out as at 31 March
2022, except for an update of the CMI projection model. The CMI 2022 model was used
as at 31 March 2024 and the CMI 2023 model was used as at the 31 March 2025
valuation.

The assumed life expectancies are set out in the table below:
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Longevity Assumptions

As at 31 March | As at 31 March

2024 2025
Life expectancy from age 65 (years) Male | Female | Male | Female
Retiring today 20.6 234 20.6 23.4
Retiring in 20 years 21.9 249 21.9 25.0

22. Valuation of financial instruments carried at fair value

The valuation of financial instruments has been classified into three levels, according to
the quality and reliability of information used to determine fair values. There were no
transfers between levels during 2024/25.

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 as bid prices. The bid value of the investment is based on
the bid market quotation of the relevant stock exchange. The total financial instruments
held by the Fund at Level 1 were £745.2m.

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 use inputs that are based significantly on observable market
data. Pending trade sales from the funds pooled alternative manager has been classified
as Level 2. The total financial instruments held by the fund at Level 2 was £452.1m.

Level 3

Financial instruments at Level 3 are those where at least one input 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 hedge fund or funds,
which are valued using various valuation techniques that require significant judgement in
determining appropriate assumptions. The Fund’s infrastructure manager has been
classified as level 3 as valuations are based on a variety of assumptions and the assets
held do not have a readily identifiable market.

The values of the investment in infrastructure is based on the net asset value provided by
the fund manager. Assurances over the valuation are gained from the independent audit
of the value. The total financial instruments held by the Fund at Level 3 were £330.1m.

Asset Valuation Hierarchy and Basis of Valuation

Observable and

Description of V.aluatlon Basis of valuation unobservable
asset hierarchy .
inputs
Published bid market price ruling on
Fixed Income Level 1 the final day of the accounting period Not required
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Equities Level 1 Market value based on current yields Not required
Closing bid value on published
Absolute Return Level 1 exchanges Not required
Pending Trade
Sale Level 2 Quoted prices in inactive market Sales Value
Pooled Property Closing single price where single price | NAV-based pricing set on a
Investments Level 3 published forward pricing basis
Enterprise value (EV) / Earnings EV / EBITDA
Before Interest, Taxes, Depreciation &
Amortization (EBITDA) as their
valuation methodology, using a basket
Infrastructure Level 3 of public and transaction comparables.
EV / EBITDA as their valuation EV / EBITDA
methodology, using a basket of public
Private Equity Level 3 and transaction comparables.
Underlying assets publicly traded Valuations affected by
securities (equities, bonds) where any changes to value of
pricing is readily available from the financial instrument
Hedge Funds Level 3 providers i.e. Bloomberg or Reuters. being hedged against.

Values at 31 March 2025
Bonds

Equities

Property Unit Trusts
Pooled Investments
Private Equity

Cash deposits held with
Custodian

Alternatives
Infrastructure

Other investments - LCIV
Derivatives

Total Investment Assets

Values at 31 March 2024
Bonds

Equities

Property Unit Trusts
Pooled Investments
Private Equity

Cash deposits held with
Custodian

Alternatives

Using With significant
Quoted market observable unobservable
price inputs inputs

Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
124,645 - - 124,645
583,467 - - 583,467
- - 96,601 96,601
- 451,719 - 451,719
- - 130,494 130,495
37,058 - - 37,058
- - 13,247 13,247
- - 89,750 89,750
- 150 - 150
- 272 - 272
745,170 452,141 330,092 1,527,403

Using With significant
Quoted market observable unobservable
price inputs inputs

Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
119,346 - - 119,346
551,021 - - 551,021
- - 47,850 47,850
- 489,430 - 489,430
- - 107,474 107,474
7,426 - - 7,426
- - 34,653 34,653
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Infrastructure

Other investments - LCIV
Pending Trade Sales
Derivatives

Total Investment Assets

- - 86,574 86,574
- 150 - 150
- 2,148 - 2,148
- 1,036 - 1,036
677,793 492,764 276,551 1,447,108

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 consequent potential impact on the closing value of investments held at 31

March 2025.
Description of asset Czlsueastisgr? Value at 31 | Value on Value on
range March 2025 | Increase | Decrease
% £000s £000s £000s
Property Unit Trust 10 96,601 106,261 86,941
Other Investment - Infrastructure 15 89,750 | 103,212 76,288
Other Investment - Private Equity 15 130,494 | 150,068 110,920
Other Investment - Alternatives 15 13,247 15,234 11,260
330,092 | 374,775 285,409
Description of asset C:Isueastissr? Value at 31 | Value on Value on
P range March 2024 | Increase | Decrease
% £000s £000s £000s
Property Unit Trust 10 47,850 52,635 43,065
Other Investment - Infrastructure 15 86,574 | 105,326 77,850
Other Investment - Private Equity 15 107,474 | 123,595 91,353
Other Investment - Alternatives 15 34,653 39,851 29,455
276,551 | 315,641 237,461

The potential movement of 10% for Property Unit Trusts represents a combination of the
following factors, which could all move independently in different directions:

— Rental increases +/- 4%
— Vacancy levels +/- 2%
— Market prices +/- 3%
— Discount rates +/-1%

All movements in the assessed valuation range derive from changes in the underlying
profitability of component companies, the range in the potential movement of 15% is
caused by how this profitability is measured since different methods (listed in the first
table of Note 22 above) produce different price results.
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22a. Reconciliation of fair value measurements within level 3

Market Value 1 April 2024
Transfers into Level 3
Transfers out of Level 3
Purchases during the year
Sales during the year
Unrealised/Realised
gains/(losses)

Realised gains/(losses)
Market Value 31 March
2025

Market Value 1 April 2023
Transfers into Level 3
Transfers out of Level 3
Purchases during the year
Sales during the year
Unrealised gains/(losses)
JRealised gains/(losses)
Market Value 31 March
2024

Pooled

Private Other- Property
Equity Infrastructure Alternatives Investments Total
£000s £000s £000s £000s £000s
107,474 86,574 34,653 47,850 284,446
28,925 660 13,195 45,761 88,496
(11,441) - (37,100) - (154,936)
5,536 2,515 2,499 2,990 (16,570)
- - 128,656
130,494 89,750 13,247 96,601 330,092

Pooled

Private Other- Property
Equity Infrastructure Alternatives Investments Total
£000s £000s £000s £000s £000s
89,808 96,926 38,513 50,088 275,335
26,678 3,970 3,844 34,492
(11,681) -2,478 -9,735 - (23,894)
(3,039) -7,874 1,905 (6,082) (15,090
5,708 - - - 5,708
107,474 86,574 34,653 47,850 276,551

23. Events after the Reporting Period

There were no events after the reporting period.

24. Related parties

The Fund is a related party of the Council as the following transactions are controlled by
the Council. Pension administration and investment management costs of £821.9k

(2023/24: £539.6k) are charged by the Council.

The Council is also the single largest employer of members of the Fund and contributed
£32.8m to the Fund in 2024/25 (2023/24 £31.5m). All monies owing to and due from the
Fund were paid in year.

The Members of the Committee do not receive fees in relation to their specific
responsibilities as Members of the Committee. Of the Committee members there are no
active members of the LGPS and one deferred member.
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25. Contingent Asset and liabilities

As at 31 March 2025 there were no contingent assets but there is one potential contingent
liability detailed below.

The Virgin Media Case

The Court of Appeal has upheld the High Court's decision in Virgin Media Ltd v NTL
Pension Trustees Il Ltd and Others ("the Virgin Media case"), so the Virgin Media issues
remain for defined benefit ("DB") pension schemes. The Government Actuary’s Department
and HM Treasury are currently investigating the consequences of the legal case on the
LGPS. At this point in time there remains insufficient information to assess the potential
impact on Pension Funds.

26. Compensation of key management personnel

Compensation of key management personnel, including the Strategic Director Resources
and Interim Head of Investments, charged to the Fund are provided below:

2023/24  2024/25

£000 £000
Short Term employee benefits 125.1 88.8
Total 125.1 88.8

27. Financial Instruments

Accounting policies describe how different asset classes of financial instruments are
measured, and how income and expenses, including fair value gains and losses, are
recognised. The following table analyses the carrying amounts of financial assets and
liabilities (excluding cash) by category and net assets statement heading. No financial
assets were reclassified during the accounting period. The authority has not entered into
any financial guarantees that are required to be accounted for as financial instruments.

Financial Financial Financial
assets as liabilities Fair value assets as Financial
Fair value at at through at liabilities at
through profit amortised  amortised profitand amortise amortised
Financial assets and loss cost cost loss d cost cost
31 March 2024 31 March 2025
£000 £000 £000 £000 £000 £000
Bonds 119,346 - - 124,645 -
Equities 551,021 - - 583,466 -
Property Unit Trusts 47,850 - - 96,601 - -
Pooled Investments 489,430 - - 451,719 - -
Private Equity 107,474 - - 130,495 - -
Cash deposits held
with Custodian - 7,426 - - 37,058 -
Alternatives 34,653 - - 13,247 - -
Infrastructure 86,574 - - 89,750 - -
Other investments 150 - - 150 - -
Pending Trade Sales - 2,148 - - - -
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Derivatives

Total Investment

A 1,436,498 9,574 ) 1,490,072 37,058 -
ssets

Financial Assets - 26,243

Debtors - 20,422 - - -
Financial liabilities -

Creditors - - (1,304) - - (2,316)
Total Net Assets 1,436,498 29,996 (1,304) 1,490,072 63,301 (2,316)

Carrying value of financial liabilities are equal to the fair value.

28. Nature and extent of risks arising from Financial Instruments.
The Fund activities expose it to a variety of financial risks, including:

o Market risk — the possibility that financial loss might arise from the Fund’s as a result
of changes in such measures as interest rates or stock market movements;

¢ Interest rate risk — the risk that interest rates may rise/fall above expectations;

o Credit risk - the risk that other parties may fail to pay amounts due;

o Liquidity risk — the risk that the Fund may not have funds available to meets its
commitments to make payment; and

¢ Refinancing risk — the risk that the Fund might be required to renew a financial
instrument on maturity at disadvantageous interest rates or terms.

The Fund’s primary long-term risk is that the Fund’s assets will fall short of its liabilities
(i.e. promised benefits payable to members). Therefore, the aim of investment risk
management is to minimise the risk of an overall reduction in the value of the Fund and to
maximise the opportunity for gains across the whole Fund portfolio. The Fund achieves
this through asset diversification to reduce exposure to market risk (price risk, currency
risk and interest rate risk) and credit risk to an acceptable level.

In addition, the fund manages its liquidity risk to ensure there is sufficient liquidity to meet
the Fund’s forecast cash flows. The Council manages these investment risks as part of its
overall pension Fund risk management programme.

Responsibility for the Fund’s risk management strategy rests with the Fund’s Committee.
Risk management policies have been established to identify and analyse the risks faced
by the Council’s pensions operations. Policies are reviewed regularly to reflect changes in
activity and in market conditions.

Risk and risk management
Market risk

Market risk is the risk of loss from fluctuations in equity prices, from interest and foreign
exchange rates and from credit spreads. The Fund is exposed to market risk
predominantly from its equity holdings. The level of risk exposure depends on market
conditions, expectations of future price and yield movements and the asset mix. The
objective of the Fund’s risk management strategy is to identify, manage and control market
risk exposure within acceptable parameters, whilst optimising the return on risk.

In general, excessive volatility in market risk is managed through the diversification of the
portfolio in terms of geographical and industry sectors and individual securities. To mitigate
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market risk, the Council and its investment advisors undertake appropriate monitoring of
market conditions and benchmark analysis. The Fund manages these risks in two ways:

e Fund’s exposure to market risk monitored by reviewing the Fund’s asset allocation.
o Specific risk exposure limited by applying maximum exposure to individual investment.

Other price risk

Other price risk represents the risk that the value of a financial instrument will fluctuate as
a result of changes in market prices (other than those arising from interest rate risk or
foreign exchange risk), whether those changes are caused by factors specific to the
individual instrument or its issuer or factors affecting all such instruments in the market.
The Fund is exposed to share and derivative price risk. This arises from investments held
by the Fund for which the future price is uncertain. All securities investments present a
risk of loss of capital. The maximum risk resulting from financial instruments is determined
by the fair value of the financial instruments.

The Fund’s investment managers mitigate this price risk through diversification and the
selection of securities and other financial instruments is monitored by the Council to ensure
it is within limits specified in the Fund investment strategy.

Other price risk - sensitivity analysis

Potential price changes are determined based on the observed historical volatility of asset
class returns. Risk assets such as equities will display greater potential volatility than
bonds as an example, so the overall outcome depends largely on Funds’ asset allocations.

The potential volatilities are consistent with a one standard deviation movement in the
change in value of the assets over the latest three years. This can then be applied to the
period end asset mix. The Council has determined that the following movements in market
price risk are reasonably possible for the 2024/25 reporting period.

One Year Expected Asset One Year Expected
Asset Class Volatility (%) Class Volatility (%)
Equities 17.1 Alternatives 14.0
Bonds 5.0 Cash 0.3
Pooled Property 15.7

Investments

The sum of the monetary impact for each asset class will equal the total Fund impact as
no allowance has been made for diversification of the one-year standard deviation for a
single currency. Had the market price of the Fund investments increased or decreased in
line with the above, the change in the net assets available to pay benefits in the market
price would have been as follows (the prior year comparator is shown below):

Asset Type Value as at 31 % Value on Value on
March 2025 Change Increase Decrease
£000 £000 £000

Bonds 124,645 5.0 130,877 118,413
Equities 583,467 171 683,240 483,694
Property Unit Trust 96,601 15.7 111,767 81,435
Pooled Investments 451,719 14.0 514,960 388,478
Private Equity 130,495 14.0 148,764 112,226
Other Investments 103,418 14.0 117,897 88,939
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Cash and cash equivalents 60,990 0.3 61,173 60,807
Total 1,551,334 1,768,677 1,333,991
Asset Type Value as at 31 % Value on Value on

March 2024 Change Increase Decrease

£000 £000 £000

Bonds 119,346 6.6 127,223 111,469
Equities 551,021 12.1 617,695 484,347
Property Unit Trust 47,850 7.9 51,630 44,070
Pooled Investments 489,430 6.6 521,732 457,128
Private Equity 107,474 6.6 114,567 100,381
Other Investments 124,561 6.6 132,782 116,340
Cash and cash equivalents 9,417 1.0 9,511 9,323
Total 1,449,099 1,575,141 1,323,058

Interest rate risk

The Fund invests in financial assets for the primary purpose of obtaining a return on
investments. These investments are subject to interest rate risks, which represent the
risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates.

The Fund’s interest rate risk is monitored by the Council and its investment advisors in
accordance with the Fund’s risk management strategy, including monitoring the exposure
to interest rates and assessment of actual interest rates against the relevant benchmarks.

The Fund’s direct exposure to interest movements as at 31 March 2024 and 31 March
2025 is set out below. These disclosures present interest rate risk based on the
underlying financial assets at fair value:

As at 31 As at 31 March
Asset type March 2024 2025
£000 £000
Cash and cash equivalents 9,417 60,990
Bonds 119,346 124,645
Total 128,763 185,635

Interest rate risk sensitivity analysis

The Council recognises that interest rates can vary and can affect both income to the
Fund and the value of the net assets available to pay benefits. A 100-basis point (BPS)
movement in interest rates in consistent with the level of sensitivity applied as part of the
Fund’s risk management strategy.

The Fund’s investment advisor has advised that long-term average rates are expected to
move less than 100 BPS from one year to the next and experience suggests that such
movements are likely. The analysis that follows assumes that all other variables, in
particular exchange rates, remain constant, and shows the effect in the year on the net
assets available to pay benefits of a +/- 100 BPS change in interest rates:
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Carrying amount as Change in year in the net

Asset type at 31 March 2025 assets available to pay benefits

+100 BPS -100 BPS
£000 £000 £000
Cash and cash equivalents 60,990 610 (610)
Bonds 124,645 1,246 (1,246)
Total 185,635 1,856 (1,856)

Carrying amount as Change in year in the net

Asset type at 31 March 2024  assets available to pay benefits

+100 BPS -100 BPS
£000 £000 £000
Cash and cash equivalents 9,417 94 (94)
Bonds 119,346 1,193 (1,193)
Total 128,763 1,287 (1,287)

Currency risk

Currency risk represents the risk that the fair value of future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates. The Fund is
exposed to currency risk on financial instruments that are denominated in any currency
other than the functional currency of the Fund (sterling). The Fund holds both monetary
and non-monetary assets denominated in currencies other than sterling.

The Fund’s currency rate risk is routinely monitored by the Council and its investment
advisors in accordance with Fund’s risk management strategy, including monitoring the
range of exposure to currency fluctuations. The following tables summarise the Fund’s
currency exposure.

31 March 2025

uUsD EUR TOTAL

£m £m £m
Overseas Unit Trusts 343.1 233.1 576.2
Overseas Private Equity/Infrastructure/Private debt 66.5 64.6 1311
Total 707.3
31 March 2024

usbD EUR TOTAL

£m £m £m
Overseas Unit Trusts 339.8 252.7 592.5
Overseas Private Equity/Infrastructure/Private debt 68.2 54.5 122.4
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Total 715.2

Liquidity risk

Liquidity risk represents the risk that the Fund will not be able to meet its financial
obligations as they fall due. The Council therefore takes steps to ensure that the Fund
has adequate cash resources to meet its commitments. This will particularly be the case
for cash from the cash flow matching mandates from the main investment strategy to meet
the pensioner payroll costs; and also cash to meet investment commitments.

The Pension Committee Members are aware of the cash flow pressures that are affecting
the Fund. These include the potential for a reduction in Fund current members from the
significant savings the LBBD needs to make in the coming years and from an increase in
pension payments due to increased pensioner numbers and as a result of the pricing
index exceeding salary increases. Members receive a quarterly report on the Fund’s cash
flow and have agreed to utilise distributions from property and infrastructure to fund future
investments and to cover any cash flow shortfalls.

Where there is a long-term shortfall in net income into the Fund, investment income will
be used to cover the shortfall. All financial liabilities at 31 March 2025 are due within one
year.

Refinancing risk

The key risk is that the Council will be bound to replenish a significant proportion of the
Fund’s financial instruments at a time of unfavourable interest rates. The Council does
not have any financial instruments that have a refinancing risk as part of its treasury
management and investment strategies.

Credit Risk

Credit risk represents the risk that the counterparty to a transaction or a financial
instrument will fail to discharge an obligation and cause the Fund to incur a financial loss.
The market values of investments generally reflect an assessment of credit in their pricing
and consequently the risk of loss is implicitly provided for in the carrying value of the
Fund’s financial assets and liabilities.

In essence the Fund’s entire investment portfolio is exposed to some form of credit risk,
with the exception of the derivatives positions, where the risk equates to the net market
value of a positive derivative position. However, the selection of high-quality
counterparties, brokers and financial institutions minimises credit risk that may occur
through the failure to settle a transaction in a timely manner.

The Fund’s internally managed cash is invested by the Council’s treasury team. Deposits
are not made with banks and financial institutions unless they meet the council’s credit
criteria. The Council has also set limits as to the maximum percentage of the deposits
placed with any one class of financial institution in the Annual Treasury Management
Strategy Statement.
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Introduction

This is the Funding Strategy Statement for the London Borough of Barking and Dagenham Pension Fund
(the Fund). It has been prepared in accordance with Regulation 58 of the Local Government Pension
Scheme Regulations 2013 as amended (the Regulations) and describes the London Borough of Barking
and Dagenham'’s strategy, in its capacity as administering authority, for the funding of the London
Borough of Barking and Dagenham Pension Fund.

The Fund's employers and the Fund Actuary, Barnett Waddingham LLP, have been consulted on the
contents of this statement.

This statement should be read in conjunction with the Fund'’s Investment Strategy Statement (ISS) and has
been prepared with regard to the guidance (Preparing and Maintaining a funding strategy statement in the
LGPS 2016 edition) issued by the Chartered Institute of Public Finance and Accountancy (CIPFA).
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Purpose of the Funding Strategy Statement

The purpose of this Funding Strategy Statement (FSS) is to:

e Establish a clear and transparent fund-specific strategy that will identify how employers’ pension
liabilities are best met going forward;

e Support the desirability of maintaining as nearly constant a primary contribution rate as possible,
as defined in Regulation 62(6) of the Regulations;

e Ensure that the regulatory requirements to set contributions to meet the future liability to provide
Scheme member benefits in a way that ensures the solvency and long-term cost efficiency of the
Fund are met; and

e Take a prudent longer-term view of funding those liabilities.
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Aims and purpose of the Fund

The aims of the Fund are to:

Manage employers’ liabilities effectively and ensure that sufficient resources are available to meet
all liabilities as they fall due;

Enable primary contribution rates to be kept as nearly constant as possible and (subject to the
administering authority not taking undue risks) at reasonable cost to all relevant parties (such as
the taxpayers, scheduled, resolution and admitted bodies), while achieving and maintaining Fund
solvency and long-term cost efficiency, which should be assessed in light of the risk profile of the
Fund and employers, and the risk appetite of the administering authority and employers alike;
and

Seek returns on investment within reasonable risk parameters.

The purpose of the Fund is to:

Pay pensions, lump sums and other benefits to Scheme members as provided for under the
Regulations;

Meet the costs associated in administering the Fund; and

Receive and invest contributions, transfer values and investment income.

Funding objectives

Contributions are paid to the Fund by Scheme members and the employing bodies to provide for
the benefits which will become payable to Scheme members when they fall due.

The funding objectives are to:

e Ensure that pension benefits can be met as and when they fall due over the lifetime of the
Fund;

e Ensure the solvency of the Fund;

e Set levels of employer contribution rates to target a 100% funding level over an appropriate
time period and using appropriate actuarial assumptions, while taking into account the
different characteristics of participating employers;

e Build up the required assets in such a way that employer contribution rates are kept as stable
as possible, with consideration of the long-term cost efficiency objective; and

e Adopt appropriate measures and approaches to reduce the risk, as far as possible, to the
Fund, other employers and ultimately the taxpayer from an employer defaulting on its
pension obligations.

In developing the funding strategy, the administering authority should also have regard to the likely
outcomes of the review carried out under Section 13(4)(c) of the Public Service Pensions Act 2013. Section
13(4)(c) requires an independent review of the actuarial valuations of the LGPS funds; this involves
reporting on whether the rate of employer contributions set as part of the actuarial valuations are set at
an appropriate level to ensure the solvency of the Fund and the long-term cost efficiency of the Scheme
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so far as relating to the pension Fund. The review also looks at compliance and consistency of the
actuarial valuations.

Key parties

The key parties involved in the funding process and their responsibilities are set out below.

The administering authority for the Fund is the London Borough of Barking and Dagenham. The main
responsibilities of the administering authority are to:

e Operate the Fund in accordance with the LGPS Regulations;

e Collect employee and employer contributions, investment income and other amounts due to the
Fund as stipulated in the Regulations;

e Invest the Fund'’s assets in accordance with the Fund'’s Investment Strategy Statement;

e Pay the benefits due to Scheme members as stipulated in the Regulations;

e Ensure that cash is available to meet liabilities as and when they fall due;

e Take measures as set out in the Regulations to safeguard the Fund against the consequences of
employer default;

e Manage the actuarial valuation process in conjunction with the Fund Actuary;

e Prepare and maintain this FSS and also the ISS after consultation with other interested parties;

e Monitor all aspects of the Fund's performance;

e Effectively manage any potential conflicts of interest arising from its dual role as both Fund
administrator and Scheme employer; and

e Enable the Local Pension Board to review the valuation process as they see fit.

In addition to the administering authority, a number of other Scheme employers participate in the Fund.

The responsibilities of each employer that participates in the Fund, including the administering authority,
are to:

e Collect employee contributions and pay these together with their own employee contributions, as
certified by the Fund Actuary, to the administering authority within the statutory timescales;

¢ Notify the administering authority of any new Scheme members and any other membership
changes promptly;

e Develop a policy on certain discretions and exercise those discretions as permitted under the
Regulations;

e Meet the costs of any augmentations or other additional costs in accordance with agreed policies
and procedures; and

e Pay any exit payments due on ceasing participation in the Fund.

Active Scheme members are required to make contributions into the Fund as set by the Department for
Levelling Up, Housing and Communities (DLUHC).
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The Fund Actuary for the Fund is Barnett Waddingham LLP. The main responsibilities of the Fund Actuary
are to:

e Prepare valuations including the setting of employers’ contribution rates at a level to ensure Fund
solvency and long-term cost efficiency after agreeing assumptions with the administering
authority and having regard to the FSS and the Regulations;

e Prepare advice and calculations in connection with bulk transfers and the funding aspects of
individual benefit-related matters such as pension strain costs, ill-health retirement costs,
compensatory added years costs, etc;

e Provide advice and valuations on the exiting of employers from the Fund;

e Provide advice and valuations relating to new employers, including recommending the level of
bonds or other forms of security required to protect the Fund against the financial effect of
employer default;

e Assist the administering authority in assessing whether employer contributions need to be revised
between valuations as permitted or required by the Regulations;

e Ensure that the administering authority is aware of any professional guidance or other
professional requirements which may be of relevance to their role in advising the Fund; and

e Advise on other actuarial matters affecting the financial position of the Fund.
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Funding strategy

The factors affecting the Fund's finances are constantly changing, so it is necessary for its financial
position and the contributions payable to be reviewed from time to time by means of an actuarial
valuation to check that the funding objectives are being met.

The most recent actuarial valuation of the Fund was carried out as at 31 March 2022. The results of the
2022 valuation are set out in the table below:

Surplus (Deficit) £10.9m

Funding level 101%

On a whole Fund level, the primary rate required to cover the employer cost of future benefit accrual was
21.5% of payroll p.a.

The individual employer contribution rates are set out in the Rates and Adjustments Certificate which
forms part of the Fund’s 2022 valuation report.

The actuarial valuation involves a projection of future cashflows to and from the Fund. The main purpose
of the valuation is to determine the level of employers’' contributions that should be paid to ensure that
the existing assets and future contributions will be sufficient to meet all future benefit payments from the
Fund. A summary of the methods and assumptions adopted is set out in the sections below.

Funding method

The key objective in determining employers’ contribution rates is to establish a funding target and then
set levels of employer contribution rates to meet that target over an agreed period.

The funding target is to have sufficient assets in the Fund to meet the accrued liabilities for each employer
in the Fund.

For all employers, the method adopted is to consider separately the benefits accrued before the valuation
date (past service) and benefits expected to be accrued after the valuation date (future service). These are
evaluated as follows:

e The past service funding level of the Fund. This is the ratio of accumulated assets to liabilities in
respect of past service. It makes allowance for future increases to members’ pay and pensions. A
funding level in excess of 100% indicates a surplus of assets over liabilities; while a funding level
of less than 100% indicates a deficit; and

e The future service funding rate (also referred to as the primary rate as defined in Regulation 62(5)
of the Regulations) is the level of contributions required from the individual employers which, in
combination with employee contributions is expected to cover the cost of benefits accruing in
future.
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The adjustment required to the primary rate to calculate an employer’s total contribution rate is referred
to as the secondary rate, as defined in Regulation 62(7). Further details of how the secondary rate is
calculated for employers is given below in the Deficit recovery/surplus amortisation periods section.

The approach to the primary rate will depend on specific employer circumstances and in particular may
depend on whether an employer is an “open” employer — one which allows new recruits access to the
Fund, or a “closed” employer — one which no longer permits new staff access to the Fund. The expected
period of participation by an employer in the Fund may also affect the total contribution rate.

For open employers, the actuarial funding method that is adopted is known as the Projected Unit Method.
The key feature of this method is that, in assessing the future service cost, the primary rate represents the
cost of one year's benefit accrual only.

For closed employers, the actuarial funding method adopted is known as the Attained Age Method. The
key difference between this method and the Projected Unit Method is that the Attained Age Method
assesses the average cost of the benefits that will accrue over a specific period, such as the length of a
contract or the remaining expected working lifetime of active members.

The approach by employer may vary to reflect an employer’s specific circumstance, however, in general
the closed employers in the Fund are admission bodies who have joined the Fund as part of an
outsourcing contract and therefore the Attained Age Method is used in setting their contributions. All
other employers (for example councils, higher education bodies and academies) are generally open
employers and therefore the Projected Unit Method is used. The administering authority holds details of
the open or closed status of each employer.

Valuation assumptions and funding model

In completing the actuarial valuation it is necessary to formulate assumptions about the factors affecting
the Fund's future finances such as price inflation, pay increases, investment returns, rates of mortality,
early retirement and staff turnover etc.

The assumptions adopted at the valuation can therefore be considered as:

e The demographic (or statistical) assumptions which are essentially estimates of the likelihood or
timing of benefits and contributions being paid, and

e The financial assumptions which will determine the estimates of the amount of benefits and
contributions payable and their current (or present) value.

The base assumption in any valuation is the future level of price inflation over a period commensurate
with the duration of the liabilities, as measured by the Retail Price Index (RPI). This is derived using the 20
year point on the Bank of England implied Retail Price Index (RPI) inflation curve, with consideration of the
market conditions over the six months straddling the valuation date. The 20 year point on the curve is
taken as 20 years is consistent with the average duration of an LGPS Fund. A deduction of 0.3% p.a. is
applied to the yield at the 20 year point to reflect the shape of the yield curve. A further deduction of
0.4% p.a. is applied to reflect the view that investors are willing to pay a premium for inflation-linked
products in return for protection against unexpected inflation.
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Pension increases are linked to changes in the level of the Consumer Price Index (CPI). Inflation as
measured by the CPI has historically been less than RPI due mainly to different calculation methods.
However, RPI is due to be aligned with CPIH (CPI but with allowance for housing costs) from 2030.

Therefore, reflecting the anticipated amendment to RPI from 2030 and therefore the relative difference
between RPI and CPI, a deduction of 0.35% p.a. is made to the RPI assumption to derive the CPI
assumption.

As some of the benefits are linked to pay levels at retirement, it is necessary to make an assumption as to
future levels of pay increases. Historically, there has been a close link between price inflation and pay
increases with pay increases exceeding price inflation in the longer term. The long-term pay increase
assumption adopted as at 31 March 2022 was CPI plus 1.0% p.a. which includes allowance for
promotional increases.

To determine the value of accrued liabilities and derive future contribution requirements it is necessary to
discount future payments to and from the Fund to present day values.

The discount rate that is applied to all projected liabilities reflects a prudent estimate of the rate of
investment return that is expected to be earned from the Fund's long-term investment strategy by
considering average market yields in the six months straddling the valuation date. The discount rate so
determined may be referred to as the “ongoing” discount rate.

It may be appropriate for an alternative discount rate approach to be taken to reflect an individual
employer’s situation. This may be, for example, to reflect an employer targeting a cessation event or to
reflect the administering authority’s views on the level of risk that an employer poses to the Fund. The
Fund Actuary will incorporate any such adjustments after consultation with the administering authority.

A summary of the financial assumptions adopted for the 2022 valuation is set out in the table below:

CPl inflation 2.9% p.a.
Pension/deferred pension increases and CARE revaluation In line with CPI inflation
Pay increases CPl inflation + 1.0% p.a.
Discount rate 4.3% p.a.

For the purpose of the valuation, the asset value used is the market value of the accumulated fund at the
valuation date, adjusted to reflect average market conditions during the six months straddling the
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valuation date. This is referred to as the smoothed asset value and is calculated as a consistent approach
to the valuation of the liabilities.

The Fund's assets are notionally allocated to employers at an individual level by allowing for actual Fund
returns achieved on the assets and cashflows paid into and out of the Fund in respect of each employer
(e.g. contributions received and benefits paid).

The demographic assumptions incorporated into the valuation are based on Fund-specific experience and
national statistics, adjusted as appropriate to reflect the individual circumstances of the Fund and/or
individual employers.

Further details of the assumptions adopted are included in the Fund's 2022 valuation report.

When the Government reformed public service pension schemes in 2014 and 2015 they introduced
protections for older members. In December 2018, the Court of Appeal ruled that younger members of
the Judges' and Firefighters' Pension schemes have been discriminated against because the protections
do not apply to them. The Government has confirmed that there will be changes to all main public sector
schemes, including the LGPS, to remove this age discrimination. A consultation has been run in relation to
the changes proposed for the LGPS and legislation is now being drafted to bring forward these changes.
We understand the updated Regulations are to be consulted on over the course of 2023 with revised
Regulations effective from October 2023.

For the 2022 valuation, as required by the Department for Levelling Up, Housing & Communities, in
calculating the value of members’ liabilities it was assumed that:

e The current underpin (which only applies to those members within 10 years of their NPA at 31
March 2012) will be revised and will apply to all members who were active in the Scheme on or
before 31 March 2012 and who join the post 1 April 2014 scheme without a disqualifying service
gap;

e The period of protection will apply from 1 April 2014 to 31 March 2022 but will cease when a
member leaves active service or reaches their final salary scheme normal retirement age
(whichever is sooner);

e Where a member remains in active service beyond 31 March 2022 the comparison of their
benefits will be based on their final salary when they leave the LGPS or when they reach their final
salary scheme normal retirement age (again whichever is sooner);

e Underpin protection will apply to qualifying members who leave active membership of the LGPS
with an immediate or deferred entitlement to a pension; and

e The underpin will consider when members take their benefit.

Further details of the McCloud/Sergeant judgment can be found below in the Regulatory risks section.

On 23 March 2021, the Government published the outcome to its Guaranteed Minimum Pension
Indexation consultation, concluding that all public service pension schemes, including the LGPS, will be
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directed to provide full indexation to members with a GMP reaching State Pension Age (SPA) beyond 5
April 2021. This is a permanent extension of the existing ‘interim solution’ that has applied to members
with a GMP reaching SPA on or after 6 April 2016. Details of the consultation outcome can be found here.

The 2022 valuation approach for GMP is that the Fund will pay limited increases for members that have
reached SPA by 6 April 2016, with the government providing the remainder of the inflationary increase.
For members that reach SPA after this date, the Fund will be required to pay the entire inflationary
increase.

Deficit recovery/surplus amortisation periods

Whilst one of the funding objectives is to build up sufficient assets to meet the cost of benefits as they
accrue, it is recognised that at any particular point in time, the value of the accumulated assets will be
different to the value of accrued liabilities, depending on how the actual experience of the Fund differs to
the actuarial assumptions. This theory applies down to an individual employer level; each employer in the
Fund has their own share of deficit or surplus attributable to their section of the Fund.

Where the valuation for an employer discloses a deficit then the level of required employer contributions
includes an adjustment to fund the deficit over a maximum period of 14 years. The adjustment may be set
either as a percentage of payroll or as a fixed monetary amount.

Where the valuation for an employer discloses a surplus then the level of required employer contribution
may include an adjustment to amortise the surplus over an appropriate period.

The deficit recovery period or amortisation period that is adopted for any particular employer will depend
on:

e The significance of the surplus or deficit relative to that employer’s liabilities;

e The covenant of the individual employer (including any security in place) and any limited period
of participation in the Fund;

e The remaining contract length of an employer in the Fund (if applicable); and

e The implications in terms of stability of future levels of employers’ contribution.

Risk-sharing

There are employers that participate in the Fund with a risk-sharing arrangement in place with another
employer in the Fund.

For example, there are employers participating in the Fund with pass-through provisions: under this
arrangement the pass-through employer does not take on the risk of underfunding as this risk remains
with the letting authority or relevant guaranteeing employer. When the pass-through employer ceases
participation in the Fund, it is not responsible for making any exit payment, nor receiving any exit credit,
as any deficit or surplus ultimately falls to the letting authority or relevant guaranteeing employer.

At the 2022 valuation, risk-sharing arrangements were allowed for by allocating any deficit/liabilities
covered by the risk-sharing arrangement to the relevant responsible employer.
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Contribution payments

Employers pay contributions on a monthly basis. Primary contributions are certified as a percentage of
payroll and therefore amounts paid by employers each month will fluctuate in line with payroll each
month. Secondary contributions can be certified as a percentage of payroll or as a monetary amount.
Monetary amounts are payable in 12 equal monthly instalments throughout the relevant year.

Employers must pay contributions in line with the Rates and Adjustments Certificate but they may be able
to alter the timing of contributions payable and/or pay in additional contributions with agreement from
the administering authority. Employers should discuss with and gain agreement from the administering
authority before making up front payments.
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New employers joining the Fund

When a new employer joins the Fund, the Fund Actuary is required to set the contribution rates payable
by the new employer and allocate a share of Fund assets to the new employer as appropriate. The most
common types of new employers joining the Fund are admission bodies and new academies. These are
considered in more detail below.

Admission bodies

New admission bodies in the Fund are commonly a result of a transfer of staff from an existing employer
in the Fund to another body (for example as part of a transfer of services from a council or academy to an
external provider under Schedule 2 Part 3 of the Regulations). Typically these transfers will be for a limited
period (the contract length), over which the new admission body employer is required to pay
contributions into the Fund in respect of the transferred members.

Generally, when a new admission body joins the Fund, they will become responsible for all the pensions
risk associated with the benefits accrued by transferring members and the benefits to be accrued over the
contract length. This is known as a full risk transfer. In these cases, it may be appropriate that the new
admission body is allocated a share of Fund assets equal to the value of the benefits transferred, i.e. the
new admission body starts off on a fully funded basis. This is calculated on the relevant funding basis and
the opening position may be different when calculated on an alternative basis (e.g. on an accounting
basis).

However, there may be special arrangements made as part of the contract such that a full risk transfer
approach is not adopted. In these cases, the initial assets allocated to the new admission body will reflect
the level of risk transferred and may therefore not be on a fully funded basis or may not reflect the full
value of the benéefits attributable to the transferring members.

The contribution rate may be set on an open or a closed basis. Where the funding at the start of the
contract is on a fully funded basis then the contribution rate will represent the primary rate only; where
there is a deficit allocated to the new admission body then the contribution rate will also incorporate a
secondary rate with the aim of recovering the deficit over an appropriate recovery period.

Depending on the details of the arrangement, for example if any risk sharing arrangements are in place,
then additional adjustments may be made to determine the contribution rate payable by the new
admission body. The approach in these cases will be bespoke to the individual arrangement.

To mitigate the risk to the Fund that a new admission body will not be able to meet its obligations to the
Fund in the future, the new admission body may be required to put in place a bond in accordance with
Schedule 2 Part 3 of the Regulations, if required by the letting authority and administering authority.

If, for any reason, it is not desirable for a new admission body to enter into a bond, the new admission
body may provide an alternative form of security which is satisfactory to the administering authority.
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Employers which “outsource” have flexibility in the way that they can deal with the pension risk potentially
taken on by the admission body. There are three different routes that such employers may wish to adopt.
Clearly as the risk ultimately resides with the employer letting the contract, it is for them to agree the
appropriate route with the admission body:

1. Pooling - Under this option the contractor is pooled with the letting employer. In this case, the
contractor pays the same rate as the letting employer.

2. Letting employer retains pre-contract risks - Under this option the letting employer would
retain responsibility for assets and liabilities in respect of service accrued prior to the contract
commencement date. The admission body would be responsible for the future liabilities that
accrue in respect of transferred staff. The admission body’s contribution rate could vary from one
valuation to the next. It would be liable for any deficit (or entitled to any surplus) at the end of the
contract term in respect of assets and liabilities attributable to service accrued during the contract
term.

3. Fixed contribution rate agreed - Under this option the admission body pays a fixed contribution
rate throughout its participation in the Fund and on cessation does not pay any deficit or receive
an exit credit. In other words, the pension risks “pass through” to the letting employer.

The Administering Authority is willing to administer any of the above options if the approach is
documented in the Admission Agreement as well as the transfer agreement. Alternatively, letting
employers and admission bodies may operate any of the above options by entering into a separate Side
Agreement. The Administering Authority would not necessarily be a party to this side agreement, but may
treat the Admission Agreement as if it incorporates the side agreement terms where this is permitted by
legislation or alternatively agreed by all parties.

Although pensions risk may be shared, it is common for the new admission body to remain responsible
for pensions costs where it relates to their decisions and it is unfair to burden the letting authority with
that risk. For example, the admission body should typically be responsible for pension costs that arise
from:

e above average pay increases, including the effect on service accrued prior to contract
commencement; and
e redundancy and early retirement decisions.

Legal and actuarial advice in relation to risk-sharing arrangements should be sought where required.

New academies

When a school converts to academy status, the new academy (or the sponsoring multi-academy trust)
becomes a Scheme employer in its own right.

On conversion to academy status, the new academy will be allocated assets based on the active cover of
the relevant local authority at the conversion date. The active cover approach is based on the funding
level of the local authority’s active liabilities, after fully funding the local authority’s deferred and
pensioner liabilities.
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The contribution rate payable when a new academy joins the Fund will be calculated taking into account
the academy’s individual membership and funding position on conversion.
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Contribution reviews between actuarial valuations

It is anticipated for most Scheme employers that the contribution rates certified at the formal actuarial
valuation will remain payable for the period of the rates and adjustments certificate. However, there may
be circumstances where a review of the contribution rates payable by an employer (or a group of
employers) under Regulation 64A is deemed appropriate by the administering authority.

A contribution review may be requested by an employer or be required by the administering authority.
The review may only take place if one of the following conditions are met:

(i) it appears likely to the administering authority that the amount of the liabilities arising or likely to
arise has changed significantly since the last valuation;

(i) it appears likely to the administering authority that there has been a significant change in the
ability of the Scheme employer or employers to meet the obligations of employers in the Scheme; or

(iii) a Scheme employer or employers have requested a review of Scheme employer contributions and
have undertaken to meet the costs of that review. A request under this condition can only be made if
there has been a significant change in the liabilities arising or likely to arise and/or there has been a
significant change in the ability of the Scheme employer to meet its obligations to the Fund.

Guidance on the administering authority’s approach considering the appropriateness of a review and the
process in which a review will be conducted is set out the Fund's separate Contribution review policy
which can be accessed here. This includes details of the process that should be followed where an
employer would like to request a review.

Once a review of contribution rates has been agreed, unless the impact of amending the contribution
rates is deemed immaterial by the Fund Actuary, then the results of the review will be applied with effect
from the agreed review date, regardless of the direction of change in the contribution rates.

Note that where a Scheme employer seems likely to exit the Fund before the next actuarial valuation then
the administering authority can exercise its powers under Regulation 64(4) to carry out a review of
contributions with a view to providing that assets attributable to the Scheme employer are equivalent to
the exit payment that will be due from the Scheme employer. These cases do not fall under the separate
contribution review policy.

With the exception of any cases falling under Regulation 64(4), the administering authority will not accept
a request for a review of contributions where the effective date is within 12 months of the next Rates and
Adjustments Certificate.
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Cessation valuations

When a Scheme employer exits the Fund and becomes an exiting employer, as required under the
Regulations the Fund Actuary will be asked to carry out an actuarial valuation in order to determine the
liabilities in respect of the benefits held by the exiting employer's current and former employees. The
Fund Actuary is also required to determine the exit payment due from the exiting employer to the Fund or
the exit credit payable from the Fund to the exiting employer.

Any deficit in the Fund in respect of the exiting employer will be due to the Fund as a single lump sum
payment, unless it is agreed by the administering authority and the other parties involved that an
alternative approach is permissible. For example:

e It may be agreed with the administering authority that the exit payment can be spread over some
agreed period;

e the assets and liabilities relating to the employer may transfer within the Fund to another
participating employer; or

e the employer’s exit may be deferred subject to agreement with the administering authority, for
example if it intends to offer Scheme membership to a new employee within the following three
years.

Similarly, any surplus in the Fund in respect of the exiting employer may be treated differently to a
payment of an exit credit, subject to the agreement between the relevant parties and any legal
documentation.

In assessing the value of the liabilities attributable to the exiting employer, the Fund Actuary may adopt
differing approaches depending on the employer and the specific details surrounding the employer's
cessation scenario.

For example, if there is no guarantor in the Fund willing to accept responsibility for the residual liabilities
of the exiting employer, then those liabilities are likely to be assessed on a “minimum risk” basis leading
to a higher exit payment being required from (or lower exit credit being paid to) the employer, in order to
extinguish their liabilities to the Fund and to reduce the risk of these liabilities needing to be met by other
participating employers in future.

If it is agreed that another employer in the Fund will accept responsibility for the residual liabilities, then
the assumptions adopted will be consistent with the current ongoing funding position, but additional
prudence may be included in order to take into account potential uncertainties and risk e.g. due to
adverse market changes, additional liabilities arising from regulatory or legislative change and
political/economic uncertainties. The additional level of prudence will be set by considering the
distribution of funding levels under a large number of economic scenarios, with the aim being to gain a
reasonable level of confidence that the Fund will be able to meet its benefits obligations to the relevant
members in future.

Exit credit policy

The Local Government Pension Scheme (LGPS) (Amendment) Regulations 2018 were introduced in May
2018 which allow administering authorities to make an exit credit payment to exiting employers. This will
be reviewed on a case by case basis before any payment is made. Considerations will be based on any
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previous agreements made and discussions between the administering authority, the exiting employer
and the guaranteeing employer (if relevant).

Having regard to any relevant considerations, the administering authority will take the following approach
to the payment of exit credits:

Any employer who cannot demonstrate that they have been exposed to underfunding risk during
their participation in the Fund will not be entitled to an exit credit payment. This is on the basis
that these employers would not have been asked to pay an exit payment had a deficit existed at
the time of exit.

The administering authority does not need to enquire into the precise risk sharing arrangement
adopted by an employer but it must be satisfied that the risk sharing arrangement has been in
place before it will pay out an exit credit. The level of risk that an employer has borne will be
taken into account when determining the amount of any exit credit. It is the responsibility of the
exiting employer to set out why the arrangements make payment of an exit credit appropriate.
Any exit credit payable will be subject to a maximum of the actual employer contributions paid
into the Fund.

As detailed above, the Fund Actuary may adopt differing approaches when assessing whether an
exit debt is payable by the employer, depending on the specific details surrounding the
employer’s cessation scenario. The default approach to calculating the cessation position will be
on a minimum-risk basis unless it can be shown that there is another employer in the Fund who
will take on financial responsibility for the liabilities in the future. If the administering authority is
satisfied that there is another employer willing to take on responsibility for the liabilities (or that
there is some other form of guarantee in place) then the cessation position may be calculated on
the ongoing funding basis.

The administering authority will pay out any exit credits within six months of the cessation date
where possible. A longer time may be agreed between the administering authority and the exiting
employer where necessary. For example if the employer does not provide all the relevant
information to the administering authority within one month of the cessation date the
administering authority will not be able to guarantee payment within six months of the cessation
date.

Under the Regulations, the administering authority has the discretion to take into account any
other relevant factors in the calculation of any exit credit payable and they will seek legal advice
where appropriate.

Managing exit payments

Where a cessation valuation reveals a deficit and an exit payment is due, the expectation is that the
employer settles this debt immediately through a single cash payment. However, should it not be possible
for the employer to settle this amount, providing the employer puts forward sufficient supporting
evidence to the administering authority, the administering authority may agree a deferred debt
agreement (DDA) with the employer under Regulation 64(7A) or a debt spreading agreement (DSA) under
Regulation 64B.
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Under a DDA, the exiting employer becomes a deferred employer in the Fund (i.e. they remain as a
Scheme employer but with no active members) and remains responsible for paying the secondary rate of
contributions to fund their deficit. The secondary rate of contributions will be reviewed at each actuarial
valuation until the termination of the agreement.

Under a DSA, the cessation debt is crystallised and spread over a period deemed reasonable by the
administering authority having regard to the views of the Fund Actuary.

Whilst a DSA involves crystallising the cessation debt and the employer’s only obligation is to settle this
set amount, in a DDA the employer remains in the Fund as a Scheme employer and is exposed to the
same risks (unless agreed otherwise with the administering authority) as active employers in the Fund (e.g.
investment, interest rate, inflation, longevity and regulatory risks) meaning that the deficit will change
over time.

Guidance on the administering authority's policy for entering into, monitoring and terminating a DDA or
DSA is set out in the Fund's separate DSA and DDA policies document. This includes details of when a
DDA or a DSA may be permitted and the information required from the employer when putting forward a
request for a DDA or DSA.

Regulatory factors

At the date of drafting this FSS, the government is currently consulting on potential changes to the
Regulations, some which may affect the timing of future actuarial valuations. This is set out in the Local
government pension scheme: changes to the local valuation cycle and the management of employer risk
consultation document.

Further details of this can be found in the Regulatory risks section below.
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Bulk transfers

Bulk transfers of staff into or out of the Fund can take place from other LGPS Funds or non-LGPS Funds. In
either case, the Fund Actuary for both Funds will be required to negotiate the terms for the bulk transfer —
specifically the terms by which the value of assets to be paid from one Fund to the other is calculated.

The agreement will be specific to the situation surrounding each bulk transfer but in general the Fund will
look to receive the bulk transfer on no less than a fully funded transfer (i.e. the assets paid from the
ceding Fund are sufficient to cover the value of the liabilities on the agreed basis).

A bulk transfer may be required by an issued Direction Order. This is generally in relation to an employer
merger, where all the assets and liabilities attributable to the transferring employer in its original Fund are
transferred to the receiving Fund.
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Links with the Investment Strategy Statement (ISS)

The main link between the Funding Strategy Statement (FSS) and the ISS relates to the discount rate that
underlies the funding strategy as set out in the FSS, and the expected rate of investment return which is
expected to be achieved by the long-term investment strategy as set out in the ISS.

As explained above, the ongoing discount rate that is adopted in the actuarial valuation is derived by
considering the expected return from the long-term investment strategy. This ensures consistency
between the funding strategy and investment strategy.

70




Risks and counter measures

Whilst the funding strategy attempts to satisfy the funding objectives of ensuring sufficient assets to meet
pension liabilities and stable levels of employer contributions, it is recognised that there are risks that may
impact on the funding strategy and hence the ability of the strategy to meet the funding objectives.

The major risks to the funding strategy are financial, although there are other external factors including
demographic risks, regulatory risks and governance risks.

Financial risks

The main financial risk is that the actual investment strategy fails to produce the expected rate of
investment return (in real terms) that underlies the funding strategy. This could be due to a number of
factors, including market returns being less than expected and/or the fund managers who are employed
to implement the chosen investment strategy failing to achieve their performance targets.

The valuation results are most sensitive to the real discount rate (i.e. the difference between the discount
rate assumption and the price inflation assumption). Broadly speaking an increase/decrease of 0.5% p.a. in
the real discount rate will decrease/increase the valuation of the liabilities by 10%, and decrease/increase
the required employer contribution by around 2.5% of payroll p.a.

However, the Investment and Pension Fund Committee regularly monitors the investment returns
achieved by the fund managers and receives advice from the independent advisers and officers on
investment strategy.

The Committee may also seek advice from the Fund Actuary on valuation related matters.

In addition, the Fund Actuary provides funding updates between valuations to check whether the funding
strategy continues to meet the funding objectives.

Demographic risks

Allowance is made in the funding strategy via the actuarial assumptions for a continuing improvement in
life expectancy. However, the main demographic risk to the funding strategy is that it might
underestimate the continuing improvement in longevity. For example, an increase of one year to life
expectancy of all members in the Fund will increase the liabilities by approximately 3% - 4%.

The actual mortality of pensioners in the Fund is monitored by the Fund Actuary at each actuarial
valuation and assumptions are kept under review. The Fund commissions bespoke longevity analysis by
Club Vita in order to assess the mortality experience of the Fund and help set an appropriate mortality
assumption for funding purposes.

The liabilities of the Fund can also increase by more than has been planned as a result of the additional
financial costs of early retirements and ill-health retirements. It is assumed that members’ benefits are
payable from the earliest age that the employee could retire without incurring a reduction to their benefit
(and without requiring their employer’s consent to retire). (NB the relevant age may be different for
different periods of service, following the benefit changes from April 2008 and April 2014).
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The administering authority monitors the incidence of early retirements; and procedures are in place that
require individual employers to pay additional amounts into the Fund to meet any additional costs arising
from early retirements.

Employers are required to pay additional contributions ('strain’) wherever an employee retires before
attaining this age. The actuary's funding basis makes no allowance for premature retirement except on
grounds of ill-health. The payment is payable immediately.

In the event of a member’s early retirement on the grounds of ill-health, a funding strain will usually arise,
which can be very large. Such strains are currently met by each employer, although individual employers
may elect to take external insurance.

The Fund recognises ill health early retirement costs can have a significant impact on an employer’s
funding and contribution rate, which could ultimately jeopardise their continued operation.

If an employer provides satisfactory evidence to the Administering Authority of a current external
insurance policy covering ill health early retirement strains, then:

e the employer's contribution to the Fund each year is reduced by the amount of that year's
insurance premium, so that the total contribution is unchanged, and
e there is no need for monitoring of allowances.

When an active member retires on ill health early retirement the claim amount will be paid directly from
the insurer to the insured employer. This amount should then be paid to the Fund to allow the employer’s
asset share to be credited.

The employer must keep the Administering Authority notified of any changes in the insurance policy’s
coverage or premium terms, or if the policy is ceased.

Climate risk

There are a large number of interlinked systemic long-term financial risks related to climate change which
could potentially have a material impact on the assets and/or the liabilities of the Fund. The most obvious
of these climate change risks will be the financial risks to the value of the Fund’s assets, the potential
increased volatility of markets and potential changes in life expectancy. It is possible that some of these
factors will impact the assets and liabilities of the Fund in the same direction, although not necessarily by
the same amount.

The Fund therefore has a fiduciary duty to consider climate change risk when making investment
decisions and to ensure any decisions support the effective management of climate change. The Fund
therefore expects their appointed investment managers to be informed about climate change risks and
take investment opportunities accordingly within their processes. More detail is included in the Fund's
Investment Strategy Statement.

Maturity risk

The maturity of a Fund (or of an employer in the Fund) is an assessment of how close on average the
members are to retirement (or already retired). The more mature the Fund or employer, the greater
proportion of its membership that is near or in retirement. For a mature Fund or employer, the time
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available to generate investment returns is shorter and therefore the level of maturity needs to be
considered as part of setting funding and investment strategies.

The cashflow profile of the Fund needs to be considered alongside the level of maturity: as a Fund
matures, the ratio of active to pensioner members falls, meaning the ratio of contributions being paid into
the Fund to the benefits being paid out of the Fund also falls. This therefore increases the risk of the Fund
having to sell assets in order to meets its benefit payments.

The government has published a consultation (Local government pension scheme: changes to the local
valuation cycle and management of employer risk) which may affect the Fund's exposure to maturity risk.

More information on this can be found in the Regulatory risks section below.

Regulatory risks

The benefits provided by the Scheme and employee contribution levels are set out in Regulations
determined by central government. The tax status of the invested assets is also determined by the
government.

The funding strategy is therefore exposed to the risks of changes in the Regulations governing the
Scheme and changes to the tax regime which may affect the cost to individual employers participating in
the Scheme.

However, the administering authority participates in any consultation process of any proposed changes in
Regulations and seeks advice from the Fund Actuary on the financial implications of any proposed
changes.

There are a number of general risks to the Fund and the LGPS, including:

e If the LGPS was to be discontinued in its current form it is not known what would happen to
members’ benefits.

e More generally, as a statutory scheme the benefits provided by the LGPS or the structure of the
scheme could be changed by the government.

e The State Pension Age is due to be reviewed by the government in the next few years.

At the time of preparing this FSS, specific regulatory risks of particular interest to the LGPS are in relation
to the McCloud/Sargeant judgments and the timing of future funding valuations consultation. These are
discussed in the sections below.

The Court of Appeal judgment on the McCloud and Sargeant cases, relate to age discrimination against
the age-based transitional provisions put into place when the new judicial pension arrangements were
introduced in 2015. The members argued that these transitional provisions were directly discriminatory on
grounds of age and indirectly discriminatory on grounds of sex and race, based on the correlation
between these two factors reflected in the judicial membership. The Tribunal ruled against the
Government, deeming the transitional provisions as not a proportionate means of achieving a legitimate
aim.

The Government subsequently applied to the Supreme Court to appeal the judgment but their application
was denied on 27 June 2019. On 16 July 2020, the Government published a consultation on the proposed
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remedy to be applied to LGPS benefits in response to the McCloud and Sargeant cases. A ministerial
statement in response to this was published on 13 May 2021 and revised Regulations are awaited to bring
a remedy into play.

At the time of drafting this FSS, Regulations and therefore confirmation of the remedy are not yet
finalised and are expected in 2023.

As a result of the public service pension schemes reforms, the Government established a cost control
mechanism for all those schemes to ensure a fair balance of risks between scheme members and the
taxpayer. The process has been complex and has still not been fully resolved. Although the 2016 cost cap
valuation report for the LGPS has been published, at the time of writing there is still a challenge
outstanding regarding the inclusion of McCloud in the cost cap. Therefore, there is still a possibility that
the 2016 valuation may have to be revisited with the small chance that benefit improvements will be
required and potentially backdated to April 2019.

For the purposes of the 2022 valuation, we have made no allowance for any potential benefit changes.
The Fund's prudence allowance already allows for an element of regulatory uncertainty and any potential
impact is not deemed to be material.

On 8 May 2019, the government published a consultation seeking views on policy proposals to amend the
rules of the LGPS in England and Wales. The consultation covered:

e amendments to the local fund valuations from the current three year (triennial) to a four year
(quadrennial) cycle;

e anumber of measures aimed at mitigating the risks of moving from a triennial to a quadrennial
cycle;

e proposals for flexibility on exit payments;

e proposals for further policy changes to exit credits; and

e proposals for changes to the employers required to offer LGPS membership.

The proposals for flexibility on exit payments and for further policy changes to exit credits have been
finalised, however, are still to be finalised for the remaining three proposals. This FSS will be revisited once
the outcome is known and reviewed where appropriate.

Timing of future actuarial valuations

LGPS valuations currently take place on a triennial basis which results in employer contributions being
reviewed every three years. In September 2018 it was announced by the Chief Secretary to HMT, Elizabeth
Truss, that the national Scheme valuation would take place on a quadrennial basis (i.e. every four years)
along with the other public sector pension schemes. The results of the national Scheme valuation are used
to test the cost control mechanism and HMT believed that all public sector scheme should have the cost
control test happen at the same time.

Changes to employers required to offer LGPS membership
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At the time of drafting this FSS, under the current Regulations further education corporations, sixth form
college corporations and higher education corporations in England and Wales are required to offer
membership of the LGPS to their non-teaching staff.

With consideration of the nature of the LGPS and the changes in nature of the further education and
higher education sectors, the government has proposed to remove the requirement for further education
corporations, sixth form college corporations and higher education corporations in England to offer new
employees access to the LGPS. Given the significance of these types of employers in the Fund, this could
impact on the level of maturity of the Fund and the cashflow profile. For example, increased risk of
contribution income being insufficient to meet benefit outgo, if not in the short term then in the long
term as the payroll in respect of these types of employers decreases with fewer and fewer active members
participating in the Fund.

This also brings an increased risk to the Fund in relation to these employers becoming exiting employers
in the Fund. Should they decide not to admit new members to the Fund, the active membership
attributable to the employers will gradually reduce to zero, triggering an exit under the Regulations and a
potential significant exit payment. This has the associated risk of the employer not being able to meet the
exit payment and thus the exit payment falling to the other employers in the Fund.

Employer risks

Many different employers participate in the Fund. Accordingly, it is recognised that a number of
employer-specific events could impact on the funding strategy including:

e Structural changes in an individual employer's membership;
e Anindividual employer deciding to close the Scheme to new employees; and
e An employer ceasing to exist without having fully funded their pension liabilities.

However, the administering authority monitors the position of employers participating in the Fund,
particularly those which may be susceptible to the events outlined, and takes advice from the Fund
Actuary when required. In particular, the Fund will commission an employer risk review from the Fund
Actuary on a regular basis, every three years as a minimum, to help identify the employers in the Fund
that might be considered as high risk. In the case of admitted bodies, the Fund has a policy of requiring
some form of security from the employer, in the form of a guarantee or a bond, in case of employer
default where the risk falls to the Fund. Where the risk of default falls on the liabilities of an original letting
authority, the Fund provides advice to the letting authority to enable them to make a decision on whether
a guarantee, some other form of security or a bond should be required.

In addition, the administering authority keeps in close touch with all individual employers participating in
the Fund to ensure that, as administering authority, it has the most up to date information available on
individual employer situations. It also keeps individual employers briefed on funding and related issues.

Governance risks

Accurate data is necessary to ensure that members ultimately receive their correct benefits. The
administering authority is responsible for keeping data up to date and results of the actuarial valuation
depend on accurate data. If incorrect data is valued then there is a risk that the contributions paid are not
adequate to cover the cost of the benefits accrued.

Monitoring and review
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This FSS is reviewed formally, in consultation with the key parties, at least every three years to tie in with
the triennial actuarial valuation process.

The most recent valuation was carried out as at 31 March 2022, certifying the contribution rates payable
by each employer in the Fund for the period from 1 April 2023 to 31 March 2026.

The timing of the next funding valuation is due to be confirmed as part of the government'’s Local
government pension scheme: changes to the local valuation cycle and management of employer risk
consultation which closed on 31 July 2019. At the time of drafting this FSS, it is anticipated that the next
funding valuation will be due as at 31 March 2025. The administering authority also monitors the financial
position of the Fund between actuarial valuations and may review the FSS more frequently if necessary.
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Appendix 4: Investment Strategy Statement

London Borough of

Barking&Dagenham

London Borough of Barking and Dagenham Pension
Fund
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1. Introduction and background

This is the Investment Strategy Statement (“ISS”) of the London Borough of Barking and
Dagenham Pension Fund (“the Fund”), which is administered by the London Borough of Barking
and Dagenham Council, (“the Administering Authority”). The ISS is made in accordance with
Regulation 7 of the Local Government Pension Scheme (Management and Investment of
Funds) Regulations 2016 (“the Regulations”).

The ISS has been prepared by the Fund’s Pensions Committee (“the Committee”) having taken
advice from the Fund’s investment adviser, Hymans Robertson LLP. The Committee acts on the
delegated authority of the Administering Authority.

The ISS is subject to periodic review at least every three years and without delay after any
significant change in investment policy. The Committee has consulted on the contents of the
Fund’s investment strategy with such persons it considers appropriate.

The Committee seeks to invest in accordance with the ISS, any Fund money that is not needed
immediately to make payments from the Fund. The ISS should be read in conjunction with the
Fund’'s Funding Strategy Statement.

The Committee has agreed the following target investment strategy for the Fund.

Asset class ‘ Target allocation (%)
Equities 50.0
Diversified Growth Funds 13.0
Private equity and Hedge Funds 11.0
Property 4.0
Infrastructure 8.0
Global Credit 11.0
Fixed Interest Gilts 3.0
Total 100.0
1.

2. The suitability of particular investments and types of investments

The primary objective of the Fund is to provide pension and lump sum benefits for members on
their retirement and/or benefits on death, before or after retirement, for their dependants, on a
defined benefits basis. The funding position will be reviewed at each triennial actuarial
valuation, or more frequently as required.

The Committee aims to fund the Fund in such a manner that, in normal market conditions, all
accrued benefits are fully covered by the value of the Fund's assets and that an appropriate
level of contributions is agreed by the employer to meet the cost of future benefits accruing. For
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employee members, benefits will be based on service completed but will take account of future
salary and/or inflation increases.

The Committee has translated its objectives into a suitable strategic asset allocation benchmark
for the Fund. This benchmark is consistent with the Committee’s views on the appropriate
balance between generating a satisfactory long-term return on investments whilst taking
account of market volatility and risk and the nature of the Fund’s liabilities.

It is intended that the Fund’s investment strategy will be reviewed at least every three years
following actuarial valuations of the Fund. The approach that the Fund has taken to setting an
appropriate investment strategy is set out below.

The Fund carried out an asset liability modelling exercise in conjunction with the 31 March 2022
actuarial valuation. A number of different investment strategies were modelled and the future
evolution of the Fund considered under a wide range of different scenarios. The Committee
considered the chances of the Fund being fully funded at the end of the projection period, and
considered the level of downside risk in the various strategies by recognising the lower funding
levels which might emerge in the event of poor outcomes.

This approach helps to ensure that the investment strategy takes due account of the maturity
profile of the Fund (in terms of the relative proportions of liabilities in respect of pensioners,
deferred and active members), together with the level of disclosed surplus or deficit (relative to
the funding bases used).

In addition, the Committee monitors investment strategy on an ongoing basis, focusing on
factors including, but not limited to:

e Suitability given the Fund’s level of funding and liability profile
e The level of expected risk

e Outlook for asset returns

o Environmental, Social and Governance (ESG) factors

The Committee has agreed a rebalancing policy and reviews the asset allocation at each
quarterly meeting. The review is based on the latest published quarterly investment
performance report, supported by more up to date information where available. Rebalancing
activity is at the discretion of the Officers and the Committee and is only made between the
Fund’s liquid assets. Among the factors taken into account in these decisions are:

the materiality of under and overweight positions;

. any asset transitions that are already scheduled;

. market views on the relative attractiveness of different asset classes;
o liquidity and transaction costs; and

. the confidence of the Officers and the Committee in the managers’ ability to meet
performance targets.
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To help inform rebalancing decisions, the Committee has set the following agreed ranges:

Asset class ‘ Target allocation (%) ‘ Agreed ranges (%)
Equities 50.0 45.0 - 55.0
Diversified Growth Funds 13.0 10.0 - 16.0
Diversified Alternatives 11.0 8.0-14.0
Property 4.0 2.0-6.0
Infrastructure 8.0 5.0-11.0
Global Credit 11.0 8.0-14.0
Fixed Interest Gilts 3.0 1.0-5.0

During 2020, the Committee agreed a set of investment beliefs. These beliefs were
subsequently reviewed during 2023 and continue to represent the views of the current
Committee. These beliefs underpin the ISS and cover:

o The long-term objective of achieving contribution stability for the Fund should be key in
determining the level of investment risk.

o The Fund should take no more investment risk than is necessary to have a reasonable
chance of achieving its objectives.

o Being a long-term investor provides opportunities for enhancing returns through riskier
asset classes such as equities.

o Alternative asset classes (including income-oriented assets) can, to a point, add
diversification to the Fund’s investment strategy and should ensure equities alone do not
dominate the overall level of risk and return.

o Investment in illiquid assets is acceptable to achieve long-term returns for the Fund,
however, the overall level of illiquid assets should be carefully monitored and managed.

o Diversification within an asset class is as important as diversification across assets.

. Companies that demonstrate better Rl (Responsible Investment) characteristics are
expected to outperform other companies, over the long term.

3. Investment of money in a wide variety of investments

Asset classes

The Fund may invest in quoted and unquoted securities of UK and overseas markets including
equities and fixed interest and index linked bonds, cash, property and commodities either
directly or through pooled funds. The Fund may also make use of contracts for differences and
other derivatives either directly or in pooled funds investing in these products for the purpose of
efficient portfolio management or to hedge specific risks.
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The Committee reviews the nature of Fund investments on a regular basis, with particular
reference to suitability and diversification. The Committee seeks and considers written advice
from a suitably qualified person in undertaking such a review. If, at any time, investmentin a
security or product not previously known to the Committee is proposed, appropriate advice is
sought and considered to ensure its suitability and diversification.
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The long-term asset class returns assumed within the asset liability modelling exercise were as
follows. These returns reflect financial conditions as at 31 March 2023.

Asset class Median expected return over 10 years (% p.a.)

Equities 7.7
Diversified Growth Funds 6.0
Diversified Alternatives 11.3
Property 6.2
Infrastructure 7.8
Global Credit 4.9
Fixed Interest Gilts 3.6
Total Fund 71

At 31 March 2023, the expected volatility of the investment strategy was 14.2% p.a. where
volatility is defined as the annualised dispersion over a 1-year period. This volatility includes an
assumed diversification benefit. In the absence of this diversification, the expected volatility
would have increased to 16.9% p.a. Further details on the Fund’s risks, including the approach
to mitigating risks, is provided in the following section.

Restrictions on investment

The Regulations have removed the previous restrictions that applied under the Local
Government Pension Scheme (Management and Investment of Funds) Regulations 2009. The
Committee’s approach to setting its investment strategy and assessing the suitability of different
types of investment takes account of the various risks involved and rebalancing is considered
on a quarterly basis to maintain the asset split close to the agreed asset allocation target.

In line with the Regulations, the authority’s investment strategy does not permit more than 5% of
the total value of all investments of fund money to be invested in entities which are connected
with that authority within the meaning of section 212 of the Local Government and Public
Involvement in Health Act 2007.

In addition to this the March 2014 Committee Members agreed to restrict direct investment in
tobacco but allow indirect investments in tobacco through pooled funds for both passive and
active managers. This restriction is reviewed as part of each ISS Review.

Managers
The Committee has appointed a number of investment managers all of whom are authorised
under the Financial Services and Markets Act 2000 to undertake investment business.
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The Committee, after seeking appropriate investment advice, has agreed specific benchmarks
with each manager so that, in aggregate, they are consistent with the overall asset allocation for
the Fund. The Fund’s investment managers will hold a mix of investments which reflects their
views relative to their respective benchmarks. Within each major market and asset class, the
managers will maintain diversified portfolios through direct investment or pooled vehicles. The
manager of the index-tracking funds in which the Fund invests holds a mix of investments within
each pooled fund that reflects that of their respective benchmark indices.

4. The approach to risk, including the ways in which risks are to be measured and
managed

The Committee is aware that the Fund has a need to take risk (e.g. investing in growth assets)

to help it achieve its funding objectives. It has an active risk management programme in place

that aims to help it identify the risks being taken and put in place processes to manage,

measure, monitor and (where possible) mitigate the risks being taken. One of the Committee’s

overarching beliefs is to only to take as much investment risk as is necessary.

The principal risks affecting the Fund are set out below, we also discuss the Fund’s approach to
managing these risks and the contingency plans that are in place:

Funding risks
o Financial mismatch — The risk that Fund assets fail to grow in line with the developing cost
of meeting the liabilities.

o Changing demographics — The risk that longevity improves and other demographic factors
change, increasing the cost of Fund benefits.

o Systemic risk — The possibility of an interlinked and simultaneous failure of several asset
classes and/or investment managers, possibly compounded by financial ‘contagion’,
resulting in an increase in the cost of meeting the Fund’s liabilities.

The Committee measures and manages financial mismatch in two ways. As indicated above,
the Committee has set a strategic asset allocation benchmark for the Fund. This benchmark
was set taking into account asset liability modelling which focused on probability of success and
level of downside risk. The results from the 2023 analysis highlighted the Fund has a ¢.90%
probability of being fully funded in 2042 albeit downside risks could affect the Fund and bring
about low levels of funding and/or a sizeable deficit. This analysis will be revisited as part of the
2025 valuation process.

The Committee assesses risk relative to the strategic benchmark by monitoring the Fund’s
asset allocation and investment returns relative to the benchmark. The Committee also
assesses risk relative to liabilities by monitoring the delivery of benchmark returns relative to
liabilities.

The Committee also seeks to understand the assumptions used in any analysis and modelling
so these can be compared to their own views and the level of risks associated with these
assumptions to be assessed.
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The Committee seeks to mitigate systemic risk through a diversified portfolio, but it is not
possible to make specific provision for all possible eventualities that may arise under this
heading.

Asset risk

o Concentration — The risk that a significant allocation to any single asset category and its
underperformance relative to expectation would result in difficulties in achieving funding
objectives.

o Illiquidity — The risk that the Fund cannot meet its immediate liabilities because it has
insufficient liquid assets.

o Currency risk — The risk that the currency of the Fund’s assets underperforms relative to
Sterling (i.e. the currency of the liabilities).

o Manager underperformance — The failure by the fund managers to achieve the rate of
investment return assumed in setting their mandates.

o Environmental, social and governance (“ESG”) — The risk that ESG related factors reduce
the Fund’s ability to generate the long-term returns.

o Climate change — The extent to which climate change causes a material deterioration in
asset values as a consequence of factors including but not limited to policy change,
physical impacts and the expected transition to a low-carbon economy.

The Committee measure and manage asset risks as follows.

The Fund’s strategic asset allocation benchmark invests in a diversified range of asset classes.
The Committee has put in place rebalancing arrangements to ensure the Fund’s “actual
allocation” does not deviate substantially from its target. The Fund invests in a range of
investment mandates each of which has a defined objective, performance benchmark and

manager process which, taken in aggregate, help reduce the Fund’s asset concentration risk.

By investing across a range of assets, including liquid quoted equities and bonds, as well as
property, the Committee has recognised the need for access to liquidity in the short term. The
Fund invests in a range of overseas markets which provides a diversified approach to currency
markets Details of the Fund’s approach to managing ESG risks is set out later in this document.

The Committee has considered the risk of underperformance by any single investment manager
and have attempted to reduce this risk by appointing more than one manager and having a
significant proportion of the Fund’s assets managed on an index-tracking basis. The Committee
assess the Fund’s managers’ performance on a regular basis, and will take steps, including
potentially replacing one or more of their managers, if underperformance persists.

Other provider risk

o Transition risk — The risk of incurring unexpected costs in relation to the transition of
assets among managers. When carrying out significant transitions, the Committee seeks
suitable professional advice.

. Custody risk — The risk of losing economic rights to Fund assets, when held in custody or
when being traded.
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. Credit default — The possibility of default of a counterparty in meeting its obligations.
o Stock-lending — The possibility of default and loss of economic rights to Fund assets.

The Committee monitors and manages risks in these areas through a process of regular
scrutiny of its providers, and audit of the operations it conducts for the Fund, or has delegated
such monitoring and management of risk to the appointed investment managers as appropriate
(e.g. custody risk in relation to pooled funds). The Committee has the power to replace a
provider should serious concerns exist.

A separate schedule of risks that the Fund monitors is set out in the Fund’s Funding Strategy
Statement.

5. Approach to pooling investments, including use of collective investment vehicles and
shared services

The Fund is a participating scheme in the London Collective Investment Vehicle (“LCIV”) Pool.

The proposed basis on which the LCIV Pool (“the Pool”) will operate was set out in the July

2016 submission to Government.

Assets to be invested in the LCIV Pool

The Fund’s intention is to invest its assets through the Pool as and when suitable Pool
investment solutions become available. An indicative timetable for investing through the Pool
was set out in the July 2016 submission to Government. They key criteria for assessment of
Pool solutions will be as follows:

1 That the Pool enables access to an appropriate solution that meets the objectives and
benchmark criteria set by the Fund

2 That there is a clear financial benefit to the Fund in investing in the solution offered by the
Pool, should a change of provider be necessary.

At the time of preparing this statement the Fund has already invested the following assets via
the Pool:

Asset class Manager % of total Fund Benchmark and
assets performance
objective
Global Equities (Active) | Baillie Gifford 18.6 MSCI AC World Index
+2%
Diversified Growth Pyrford 8.7 UK RPI +5% per
annum

One-month LIBOR
Newton 5.9 +4% per annum
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At the time of preparing this statement the Fund has elected not to invest the following assets

via the LCIV Pool.

Asset class

Manager

% of Fund

Benchmark and

Reason for not

assets' performance investing via the
objectives Pool
Global Equities UBS Equities 19.6 FTSE AW No Pool
(Passive) Developed equivalent offered
Tracker
Global Equities Kempen 16.4 MSCI World NDR | Mandate currently
(Active) Index under review
Diversified Aberdeen 10.9 3 Mth LIBOR + No Pool
Alternatives Standard 4% per annum equivalent offered
Infrastructure Hermes GPE 7.2 Target yield 5.9% | llliquid nature of
per annum investment and
potential costs of
transfer
Global Credit Mellon 5.1 3 Mth LIBOR + Currently
Corporation 4% per annum reviewing this
mandate and
options available
via the Pool
Property BlackRock 3.8 AREF/ IPD All llliquid nature of
Balanced investment and
potential costs of
transfer
Government UBS Bonds 2.3 FTSE UK Gilts All | No Pool
Bonds Stocks equivalent offered

1 Allocations as at 31 March 2023

Any assets not currently invested in the Pool will be reviewed at least every three years to
determine whether the rationale remains appropriate, and whether it continues to demonstrate

value for money.

The July 2016 submission to Government of the Pool provided a statement addressing the
structure and governance of the Pool, the mechanisms by which the Fund can hold the Pool to
account and the services that will be shared or jointly procured. As the Pool develops and the
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structure and governance of the Pool are fully established the Fund will include this information
in future iterations of the ISS.

6. How social, environmental or corporate governance considerations are taken into
account in the selection, non-selection, retention and realisation of investments

It is recognised that ESG factors can influence long term investment performance and the ability

to achieve long term sustainable returns. The Committee consider the Fund’s approach to

responsible investment in two key areas:

o Sustainable investment / ESG factors — considering the financial impact of
environmental, social and governance (ESG) factors on its investments.

o Stewardship and governance — acting as responsible and active investors/owners,
through considered voting of shares, and engaging with investee company management
as part of the investment process.

The Committee takes ESG matters very seriously and regularly reviews its policies in this area
and its investment managers’ approach to ESG. The Committee has also developed a set of
Responsible Investment beliefs, which are set out below.

The Committee recognises that climate change presents a particular systemic risk to the
financial stability of the global economy and has the potential to impact the Fund’s investments
and, as such, represents a long-term financial risk to the Fund and its holdings. Given the
importance of this risk, the Committee recently implemented a new Paris-aligned equity
investment with Baillie Gifford.

At the present time the Committee does not prioritise non-financial factors when selecting,
retaining, or realising its investments.

The Committee has agreed the following set of investment beliefs in relation to Responsible
Investment:

. The Fund is committed to being a long-term steward of the assets in which it invests and
expects this approach to protect and enhance the value of the Fund in the long term. In
making investment decisions, the Fund seeks and receives proper advice from internal
and external advisers with the requisite knowledge and sKills.

. The Committee recognises RI are among the factors which investment managers will take
into account, where relevant, when selecting investments for purchase, retention, or sale.
In addition, the Committee undertakes regular training including training and information
sessions on RI.

o The Fund requires its investment managers to integrate all material financial factors,
including RI, into the decision-making process for all fund investments. It expects its
managers to follow good practice and use their influence as major institutional investors
and long-term stewards of capital to promote good practice in the investee companies and
markets to which the Fund is exposed.

. The Fund expects its external investment managers (and specifically the London CIV
through which the Fund will increasingly invest) to undertake appropriate monitoring of

87




current investments regarding their policies and practices on all issues which could
present a material financial risk to the long-term performance of the fund such as
corporate governance and environmental factors. The Fund expects its fund managers to
integrate material RI factors within its investment analysis and decision making.

o Effective monitoring and identification of these issues can enable engagement with boards
and management of investee companies to seek resolution of potential problems at an
early stage. Where collaboration is likely to be the most effective mechanism for
encouraging issues to be addressed, the Fund expects its investment managers to
participate in joint action with other institutional investors as permitted by relevant legal
and regulatory codes.

o The Fund will invest on the basis of financial risk and return having considered a range of
factors contributing to the financial risk including social, environment & governance factors
to the extent these directly or indirectly impact on financial risk and return. The Fund, in
preparing and reviewing its ISS will consult with interested stakeholders including, but not
limited to Fund employers, investment managers, Local Pension Board, advisers to the
Fund and other parties that it deems appropriate to consult with.

o Current Restrictions: At the March 2014 Committee Members agreed to restrict direct
investment in tobacco but allow indirect investments in tobacco through pooled funds for
both passive and active managers. This restriction is reviewed as part of each ISS
Review.

To date, the Fund’s approach to Social investments has largely been to delegate this to their
underlying investment managers as part of their overall ESG duties. The Fund does not hold
any assets which it deems to be social investments.

7. The exercise of rights (including voting rights) attaching to investments

Voting rights

The Committee considers the Fund’s approach to stewardship also as a key area by acting as a
responsible and active investor, by commissioning considered voting on the Fund’s behalf as
shareholders, and by indirectly engaging with investee company management as part of the
investment process.

The Committee has delegated the exercise of voting rights to the investment managers on the
basis that voting power will be exercised by them with the objective of preserving and enhancing
long term shareholder value. Accordingly, the Fund’s managers have produced written
guidelines of their process and practice in this regard. The managers are strongly encouraged
to vote in line with their guidelines in respect of all resolutions at annual and extraordinary
general meetings of companies under Regulation 7(2)(f). The Committee monitor the voting
decisions made by all its investment managers on a regular basis.

Engagement

The Committee endorses the Stewardship Code as published by the Financial Reporting
Council. The Committee expects both the LCIV Pool and any directly appointed fund managers
to be signatories to the UK Stewardship Code 2020. In addition, the Fund believes in collective
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engagement and is a member of the LAPFF, through which it collectively exercises a voice
across a range of corporate governance issues.

The Committee supports engagement activity that seeks to:

o Achieve greater disclosure of information on the ESG-related risks that could affect the
value of an investment

o Achieve transparency of an investment’s carbon exposure and how such companies are
preparing for the transition to a low carbon economy

. Encourage its asset managers to actively participate in collaborative engagements with
other investors where this is deemed to be in the best interests of the Fund.

Investments made via the LCIV Pool are subject to its Responsible Investment Policy, which is
developed in consultation with all of the Pool’s partner funds.
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Appendix 5: Governance Compliance Statement

In accordance with the Local Government Pension Scheme Regulations 2007, Local Government
Pension Scheme administering authorities are now required to prepare a Governance
Compliance Statement. This statement sets out how administering authorities comply with the
best practice guidance as issued by the Secretary of State for Communities and Local
Government.

The Governance and Compliance Statement sets out best practice guidance and how the London
Borough of Barking and Dagenham (the Council) comply with this guidance.

Structure

e The management of the administration of benefits and strategic management of fund
assets clearly rests with the main committee established by the appointing council;

o Representatives of participating LGPS employers, admitted bodies and scheme members
(including pensioner and deferred members) are members of either the main or secondary
committee established to underpin the work of the main committee;

¢ Where a secondary committee or Committee has been established, the structure ensures
effective communication across both levels;

e Where a secondary committee or Committee has been established, at least one seat on
the main Committee is allocated for a member from the secondary committee or
Committee.

The Council delegates the management of the Fund to the Pension Committee. The Committee
meets on a quarterly basis.

The Committee comprises seven Councillors. The Committee also includes representation from
the General and Municipal Boilermakers Union (GMB), from an employee representative and from
an employer within the Fund. Admitted bodies are not represented on the Committee but are
consulted on a regular basis. The Committee reviews its terms of reference on a regular basis,
so this position will be reviewed in the near future.

The Pension Committee terms of reference are set out below and the Committee is responsible
for monitoring all aspects relating to the investment of the assets of the Fund as follows: -

e The Committee will formally review the Fund’'s asset allocation at least annually, taking
account of any changes in the profile of Fund liabilities and any guidance from the Committee
regarding tolerance of risk. They will recommend changes in asset allocation to the Executive;

¢ The Committee will consider and monitor the Quarterly Reports produced by their Investment
Manager. In addition to managers’ portfolio and performance reporting, the Committee will
also receive and review information from the managers on risk analysis, transaction costs,
and details of corporate governance (including SRI, voting activity and engagement with
management);

e The Committee will formally review annually the manager’s mandate, and its adherence to its
expected investment process and style. The Committee will ensure that the explicit written
mandate of each of the Fund’s managers is consistent with the Fund’s overall objective and
is appropriately defined in terms of performance target, risk parameters and timescale;

e The Committee will consider the need for any changes to the Fund’s investment manager
arrangements (e.g. replacement, addition, termination) at least annually.
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¢ In the event of a proposed change of managers, the Committee will evaluate the credentials
of potential managers;

o The Committee will consider the Fund’s approach to social, ethical and environmental issues
of investment, corporate governance and shareholder activism;

¢ The Committee will review the Fund’'s AVC arrangements annually. If they consider a change
is appropriate, they will make recommendations to the Executive;

o The Committee will monitor the investment advice from their investment consultant and
investment services obtained from other providers (e.g. custodian) at least annually.

¢ The Committee will be responsible for the appointment and termination of providers;
The Committee will conduct and conclude the negotiation of formal agreements with
managers, custodians and other investment service providers;

e In order to fulfil their roles, the members of the Committee will be provided with appropriate
training, initially and on an ongoing basis;

o The Committee is able to take such professional advice as it considers necessary;

o The Committee will keep Minutes and other appropriate records of its proceedings, and
circulate these Minutes to the Executive;

¢ The Committee may also carry out any additional tasks delegated to it by the Borough Council.

The Committee currently consists of:

Chairman: Clir Manzoor Hussain
Deputy: Clir Rocky Gill
Clir Donna Lumsden
CliIr Giasuddin Miah
Clir Tony Ramsay
Cllr Summya Sohaib
ClIr Mukhtar Yusuf

Any changes to the membership of the Committee require the approval of the Executive.

Membership of the Committee consists of a minimum of two Members with a quorum of two
Members. All Committee members are expected to have or, for new members, to develop
sufficient expertise in investment matters to be able to conduct their Committee responsibilities
and to interpret the advice which they receive.

Representation:

All key stakeholders are afforded the opportunity to be represented within the main or secondary
committee structure. These include:

Employing authorities;

Scheme members;

Independent professional observers; and
Expert advisors.

Where lay members sit on the main or secondary Committee, they are treated equally in terms of
access to papers and meetings, training and are given full opportunity to contribute to the
decision-making process, with or without voting rights.
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Appendix 5: Communications Policy Statement
1. Introduction

This is the Communications Policy Statement of LB of Barking and Dagenham Pension Fund,
administered by LB of Barking and Dagenham (the Administering Authority).

The Fund liaises with over 30 employers and approximately 18,000 scheme members in relation
to the Local Government Pension Scheme. The delivery of the benefits involves communication
with a number of other interested parties. This statement provides an overview of how we
communicate and how we intend to measure whether our communications are successful. It is
effective from 1 April 2017.

This policy statement is required by the provisions of Regulation 67 of the Local Government
Pension Scheme (Administration) Regulations 2008 and Regulation 106B of the Local
Government Pension Scheme Regulations 1997. The provision requires us to:
“....prepare, maintain and publish a written statement setting out their policy concerning
communications with:

(a) members.

(b) representatives of members.
(c) prospective members.

(d) employing authorities.”

In addition it specifies that the statement must include information relating to:

“(a) the provision of information and publicity about the Scheme to members, representatives of
members and employing authorities;

(b) the format, frequency and method of distributing such information or publicity; and

(c) the promotion of the Scheme to prospective members and their employing authorities.”

As a provider of an occupational pension scheme, we are already obliged to satisfy the
requirements of the Occupational Pension Schemes (Disclosure of information) Regulations and
other legislation, for example the Pensions Act 2004. Previously the disclosure requirements have
been prescriptive, concentrating on timescales rather than quality. From 6 April 2006 more,
generalised disclosure requirements are to be introduced, supported by a Code of Practice.

The type of information that pension schemes are required to disclose will remain very much the
same as before, although the prescriptive timescales are being replaced with a more generic
requirement to provide information within a “reasonable period”. The draft Code of Practice1
issued by the Pensions Regulator in September 2005 sets out suggested timescales in which the
information should be provided. While the Code itself is not a statement of the law, and no
penalties can be levied for failure to comply with it, the Courts or a tribunal must take account of
it when determining if any legal requirements have not been met.

A summary of our expected timescales for meeting the various disclosure of information
requirements are set out in the Performance Management section of this document, alongside
those proposed by the Pension Regulator in the draft Code of Practice (Code of Practice —
Reasonable periods for the purposes of the Occupational Pension Schemes (Disclosure of
Information) Regulations 2006 issued September 2005)
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Within the Pension Section the responsibility for communication material is performed by our
Pension Manager with the assistance of the Senior Pensions Officer. Although we write most all
communication within the section, including any web based or electronic material, the design work
is carried out by the Council’s publications team. We also carry out all the arrangements for
forums, workshops and meetings covered within this statement.

Some printing is carried out by an external supplier, which is usually decided based on the most
economical of three quotations from suppliers. In exceptional circumstances (either due to lack of
skills or inability to meet delivery timescales), we may use external consultants to assist with the
preparation or design of communications. Any such circumstances are agreed in advance with
the Pensions Manager. The remainder of the printing is carried out internally by the Council’s
printing department.

2. Communication with key audience groups
21 Our audience

We communicate with most stakeholders. For the purposes of this communication policy
statement, we are considering our communications with the following audience groups:

active, deferred members, pensioners and prospective members;
employing authorities (scheme employers and admission bodies);
senior managers;

union representatives;

elected members/the Pension Committee;

Pension Section staff;

Tax payers, the media and other Stakeholders / Interested Parties.

In addition, there are many other stakeholders with whom we communicate on a regular basis,
such as HMRC, solicitors, the Pensions Advisory Service, and other pension providers. We also
consider as part of this policy how we communicate with these interested parties.

2.2 How we communicate

¢ General communication - We use paper based communication as our main means
of communicating, i.e. sending letters to our scheme members. However, we will
compliment this by use of electronic means. We accept electronic communications,
i.e. e-mail and, where we do so, we will respond electronically where possible.
Pension staff are responsible for all pension related queries. Phone calls or visitors
are passed to the relevant person within the section. Direct line phone numbers are
advertised to allow easier access to the correct person;

e Branding - as the Fund is administered by the Administering Authority, all literature
and communications will conform with the branding of the Council; and

e Accessibility - we recognise that individuals may have specific needs in relation to
the format of our information or the language in which it is provided. Demand for
alternative formats/languages is not high enough to allow us to prepare alternative
format/language material automatically; however, these are available on request.
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Our objectives regarding communication with members are:

Policy on Communication with Active, Deferred and Pensioner Members

for the LGPS to be used as a tool in the attraction and retention of employees;
for better education on the benefits of the LGPS;
to provide more opportunities for face to face communication;
as a result of improved communication, for queries and complaints to be reduced;
for our employers to be employers of choice;

to increase take up of the LGPS employees; and
to reassure stakeholders.

Our objectives will be met by providing the following communications, which are over and above
individual communications with members (for example, the notifications of scheme benefit or
responses to individual queries). The communications are explained in more detail in the table

below:
Method of Media Frequency of issue Method of Audience
Communication Distribution Group
L . Post to home .
Scheme booklet Paper bas.ed / At joining & major address/via Active
on website scheme changes
employers

Newsletters

Paper based

As scheme changes
necessitate notification

Via employers / post

to home address

Separately for
active / deferred
and pensioners

Pension Fund

Paper based

addresses

Report and and on Annually On request All
Accounts website
Pension Fund Al
Accounts Paper based At valuation Via employers )
Actives
Summary
Estimated Benefit .
Statements Paper based Annually Post to home active & deferred
address members
Faqe to Fage Face to Face On request On request Al
education sessions
Joiner Packs Paper based On joining Post to home Active members

24

Explanation of communications

o Scheme booklet — A booklet providing a relatively detailed overview of the LGPS,
including who can join, how much it costs, the retirement and death benefits and how
to increase the value of benéefits;

o Newsletters — An ad hoc newsletter which provides updates in relation to changes to
the LGPS as well as other related news, such as national changes to pensions, a
summary of the accounts for the year, contact details, etc;
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Fund Report and Accounts — Details of the value of the Fund during the financial
year, income and expenditure as well as other related details, for example, the current
employing authorities and scheme membership numbers. This is a somewhat detailed
and lengthy document and, therefore, it will not be routinely distributed except on
request. A summary document, as detailed below, will be distributed;

Fund Report and Accounts Summary — provides a handy summary of the position
of the Fund during the financial year, income and expenditure as well as other related
details;

Estimated Benefit Statements — For active members these include the current value
of benefits as well as the projected benefits at age 65. The associated death benefits
are also shown as well as details of any individuals the member has nominated to
receive the lump sum death grant. State benefits are also included. In relation to
deferred members, the benefit statement includes the current value of the deferred
benefits and the earliest payment date of the benefits;

Face to face education sessions — These are education sessions that are available
on request for small groups of members. For example, where an employer is going
through a restructuring, it may be beneficial for the employees to understand the
impact any pay reduction may have on their pension rights; and

Joiner packs — These complement the joiner booklet and enclose information on
AVCs and the paperwork needed to join the scheme.

Policy on promotion of the scheme to Prospective Members and their Employing

Authorities

Our objectives regarding communication with prospective members are:

e to improve take up of the LGPS;

o the LGPS to be used as a tool in the attraction of employees; and
e our employers to be employers of choice.

The Pension Administration Section does not have direct access to prospective members which
necessitates working with the employing authorities in the Fund to meet these objectives by
providing the following communications:

Method of . Frequency of Method of Audience
e Media A
Communication Issue Distribution Group
Overview of the Paper based On commencing Via emolovers New employees
LGPS leaflet P employment ploy
: As part of On commencing
Educational . :
Sessi induction employment Face to face New employees
essions
workshops
Promotional Paper based Ad Hoc Via employers Existing
newsletters/flyers employees

2.6

Explanation of communications
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2.7

Overview of the LGPS leaflet — A short leaflet that summaries the costs of joining the
LGPS and the benefits of doing so;

Educational sessions — An opportunity to talk to individuals to provide an overview of the
benefits of joining the LGPS;

Promotional newsletter/flyers — These will be designed to help those who are not in the
LGPS to understand the benefits of participating in the scheme and provide guidance on
how to join the scheme.

Policy on promotion of the scheme with Employing Authorities

Our objectives regarding communication with employers are to:

improve relationships;

assist them in understanding costs/funding issues;

work together to maintain accurate data;

ensure smooth transfers of staff;

ensure they understand the benefits of being an LGPS employer;

assist them in making the most of the discretionary areas within the LGPS.

Our objectives will be met by providing the following communications:

Method of Media Frequency Method of Audience
Communication of issue Distribution Group
At joining and Post or via Main contact
Employers’ Guide | Paper based updated as email for all
necessary employers
Electronic (e- Post or via All contacts
Newsletters mail) and As required . for all
email
paper based employers
As required / Invitations by All contacts
Employers when .
: Face to face D email for all
meeting contribution emplovers
rate dictates ploy
Pension Fund Paper based . .
Post or via Main contact
Report and and employer Annually .
. email for employers
Accounts website

2.8

Explanation of communications

Employers’ Guide — a detailed guide that provides guidance on the employer
responsibilities including the forms and other necessary communications with the
Pension Section and scheme members;

Newsletters — a technical briefing newsletter that will include recent changes to the
scheme, the way the Pension Section is run and other relevant information so as to
keep employers fully up to date;

Employers meeting — a formal seminar style event covering topical LGPS issues;
Pension Fund Report and Accounts — details of the value of the Fund during the
financial year, income and expenditure as well as other related details, for example,
the current employing authorities and scheme membership numbers.
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2.9 Policy on communication with Senior Managers

Our objectives regarding communication with senior managers are to:
e ensure they are fully aware of developments within the LGPS;

e ensure that they understand costs/funding issues;

¢ promote the benefits of the scheme as a recruitment/retention tool.

Our objectives will be met by providing the following communications:

Method of . Frequency of Method of Audience
R Media A,
communication Issue Distribution Group
. Paper based As and when Email or hard
Briefing papers : . All
and electronic required copy
In advance of .
Committee papers Paper baseq Pension Email or hard All
and electronic . copy
Committee

210 Explanation of communications

e Briefing papers — a briefing that highlights key issues or developments relating to the LGPS
and the Fund which can be used by senior managers when attending meetings;
o Committee paper — a formal document setting out relevant issues in respect of the LGPS,

in many cases seeking specific decisions or directions from elected members.

211 Policy on communication with union representatives

Our objectives regarding communication with union representatives are to:

o foster close working relationships in communicating the benefits of the scheme to their

members;

e ensure they are aware of the Fund’s policy in relation to any decisions that need to be taken

concerning the scheme;
e engage in discussions over the future of the scheme;

e provide opportunities to educate union representatives on the provisions of the scheme.

Our objectives will be met by providing the following communications:

Method of . Frequency Method of Audience
s .- Media A
communication of Issue Distribution Group
- Paper based As and when Email or hard All
Briefing papers ) .
and electronic required copy
Fage to facg Face to face On request On request Al
education sessions
Pension Committee . As and when Via invitation All
. Meeting . .
meetings required when appropriate

212 Explanation of communications
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Briefing papers — a briefing that highlights key issues and developments relating to the LGPS
and the Fund;

Face to face education sessions — these are education sessions that are available on
request for union representatives and activists, for example to improve their understanding of
the basic principles of the scheme, or to explain possible changes to policies;

Pension Committee meetings — a formal meeting of elected members, attended by senior
managers, at which local decisions in relation to the scheme (policies, etc) are taken.

213 Policy on communication with elected members/the Pensions Committee

Our objectives with regard to communication with elected members/the Pensions Committee are

to:

ensure they are aware of their responsibilities in relation to the scheme;

seek their approval to the development or amendment of discretionary policies, where
required;

seek their approval to formal responses to government consultation in relation to the scheme.

Our objectives will be met by providing the following communications:

Methosj Of. Media Frequency of I\_Ilett_wd .Of Audience Group
Communication Issue Distribution
Face to face or via | All members of the
Traini : Face to As and when the Employers Pension Committee
raining sessions , "
face required Organisation for as well as other
local government elected members
. Paper As and when . All members of the
Briefing papers based and . Email or hard copy . .
. required Pension Committee
electronic
Pens[on : Monthly/quarter Members elgcted All members of the
Committee Meeting onto Pension . .
ly/half yearly Pension Committee

Meetings Committee

2.14 Explanation of communications

Training Sessions — providing a broad overview of the main provisions of the LGPS, and
elected members’ responsibilities within it;

Briefing papers — a briefing that highlights key issues and developments to the LGPS and the
Fund;

Pension Committee meeting — a formal meeting of elected members, attended by senior
managers, at which local decisions to the scheme (policies, etc.) are taken.

215 Policy on communication with pension section staff

Our objectives regarding communication with pension section staff are to:

ensure they are aware of changes and proposed changes to the scheme;
provide on the job training to new staff;

develop improvements to services, and changes to processes as required,
agree and monitor service standards.
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Our objectives will be met by providing the following communications:

Method of Media Frequency Method of Audience
Communication of Issue Distribution Group
¢ I_:a_ce to fage Face to Face As required By arrangement All
raining sessions
As required, but no Al
Staff meetings Face to face | less frequently than | By arrangement
monthly
Attendance at Externally As and when By email, paper
. . . All
seminars provided advertised based

216 Explanation of communications

Face to face training sessions — which enable new staff to understand the basics of the
scheme, or provide more in depth training to existing staff, either as part of their career
development or to explain changes to the provisions of the scheme

Staff meetings — to discuss any matters concerning the local administration of the scheme,
including for example improvements to services or timescales

Attendance at seminars — to provide more tailored training on specific issues.

217 Policy on communication with tax payers

Our objectives with regard to communication with tax payers are to:

provide access to key information in relation to the management of the scheme;
outline the management of the scheme.

Our objectives will be met by providing the following communications:

Method of . Frequency of Method of Audience
C . Media .
Communication Issue Distribution Group
Pension Fund
Report and Paper baseq Annually Post All, on request
and on website
Accounts
Pension Fund Paper based As anq when All, on request
) . available Post
Committee Papers | and on website

218 Explanation of communications

Pension Fund Report and Accounts — details of the value of the Pension Fund during the
financial year, income and expenditure as well as other related details, for example, the
current employing authorities and scheme membership numbers;

Fund Committee Papers — a formal document setting out relevant issues in respect of the
LGPS, in many cases seeking specific decisions or directions from elected members.
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2.19 Policy on communication with the media
Our objectives regarding communication with the media are to:

e ensure the accurate reporting of Fund valuation results, the overall performance of the Fund
and the Fund’s policy decisions against discretionary elements of the scheme.

Our objectives will be met by providing the following communications:

Method of Media Frequency of Method of | Audience
Communication Issue Distribution Group
Paper Every three years following the
basepd or valuation of the Fund, annually Local
Press releases clectronic on the publication of the Fund Post or email press
accounts and as and when
required for other matters

2.20 Explanation of communications

o Press releases — provide statements setting out the Fund’s opinion of the matters
concerned (i.e. Fund valuation results).

2.21 Policy on communication with other stakeholders/interested parties

Our objectives regarding communication with other stakeholder/interested parties are to:
meet our obligations under various legislative requirements;

ensure the proper administration of the scheme;

deal with the resolutions of pension disputes; and
Administer the Fund’s AVC scheme.

Our objectives will be met by providing the following communications:

Method
Method of . Frequency of .
Communication Media of Issue Distributi Audience Group
on
Fund valuation reports Her Majesty’s
R&A certificate Revised Electronic Everv three vears Via email Revenue and
R&A certificates Y y Customs (HMRC)/all
Cessation valuations scheme employers
Details of new As new employers
employers in the Fund Hard copy are entered the Fund Post HMRC
Formal resolution of Hard copy As and when a , . Scheme member,
. . . . . Via email representatives,
pension disputes or electronic dispute requires :
. or post PAS/Pensions
resolution
Ombudsman
Completlor_‘u of Electronic or As and when required Via email | HMRC/the Pensions
guestionnaires hard copy or post Regulator
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2.22 Explanation of communications

Fund Valuation Reports — a report issued every three years setting out the estimated assets
and liabilities of the Fund as well as setting out individual employer contribution rates for a
three-year period commencing one year from the valuation date;
Details of new employers — a legal requirement to notify both organisations of the name and
type of employer entered the Fund (i.e. following admission of third party service providers);
Resolution of pension disputes — a formal notification of pension dispute resolution, together
with any additional correspondence relating to the dispute;
Completion of questionnaires — various questionnaires that are received, requesting specific
information in relation to the structure of the LGPS or the make-up of the Fund.

Performance Measurement - To measure the success of our communications with

Review Process - We will review our communication policy to ensure it meets audience

needs and regulatory requirements at least every three years. A current version of the

always be available on our

dagenham.gov.uk and paper copies will be available on request.

2.23

members, we use the following methods:
2.24

policy statement will
2.25

website at

www.barking-

Timeliness - We will measure against the following target delivery timescales:

Communication

Audience

Statutory delivery

Target delivery

period period
Scheme booklet / Brief New joiners to the Within two months of Included with new joiner
Guide to the scheme LGPS joining pack / day of joining the
Council
Estimated Benefit Active members On request 31 October of each year

Statements as at 31/03

Telephone calls

All

Not applicable

95% of phone calls to be
answered within 30
seconds

Issue of retirement
benefits

Active and deferred
members retiring

Within two months of
retirement

95% of retirement benefits
to be issued with 5
working days of retirement

Issue of deferred

Leavers

Within one months of

Within one month

benefits withdrawal
Transfers in Joiners/active Within two months of _
Within one month
members request
: Active/Deferred Included within new joiner
Issue of forms i.e.
. ; members N/A pack or upon request
expression of wish s g .

within five working days
Changes to scheme Active/Deferred and . Within two months of the

rules as required

pensioner members

change coming into effect

Annual Pension Fund
Report and Accounts

All

Within two months of
request

Within five working days
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2.26 Quality

Audience Method To consider Notes
All member types Annual paper base | Service received | One task to be chosen
survey on completion | during that task as and when required

of specific tasks

2.27 Results

We will publish an overview of how we are performing when appropriate to active members. Full
details will be reported to our Pensions Committee.
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Appendix 6: Pension Fund Risk Register
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Ref Risk Title/ Risk Cause Event Consequence Gross Gross | Profile | Controls in Place Current Current | Profile Target Target | Profile
Owner Likelihood | Impact Likelihood | Impact Likelihood | Impact
Further
Actions
PFO1 Investment returns | Poor Equity Upward 3 2 6 Diversified investment 3 2 6 Further de- 2 2 4
below those investment | market falls movement in strategy. risking of
FINANCIAL assum.ed in the‘ returns Unrea{isﬁc emplgyer ) . ) investment
actuarial valuation actuarial contribution Discussion with strategy.
assumptions | rates actuary over discount
HPTC rates New SAA
informed by
the
valuation.
PF02 Pension Fund Payments | Higher Assets have to 3 2 6 Diversified investment 3 2 6 Quarterly 2 2 4
Cashflow from the levels of be sold to strategy cashflow
FINANCIAL HPTC/PFA Fund Payments meet monitoring.
increase from the payments
ahead of Fund More
income (retirements, income
transfer generating
values, assets.
death
grants).
Reduced
investment
income.
PFO3 Poor investment Poor LCIvV Poor 3 3 9 Regular attendance at 2 3 6 Influence as 2 2 4
retums/governance | delivery by | investment | investment Pensions Committee a
GOVERNANCE from the LCIV the LCIV managers returns by the LCIV. shareholder.
SRDHPTC under
perform, Officer liaison with Cooperation
LCIV fails to the LCIV. with other
engage partner
effectively $151 Officer and funds
with partner Pension Fund Officer
funds, groups.




Ref Risk Title/ Cause Event Consequence Gross Gross | Profile | Controls in Place Current Current | Profile Target Target | Profile
Risk Owner Likelihood | Impact Likelihood | Impact Likelihood | Impact
Further
Actions
PF04 LGPS Fitfor | New LGPS | Fund needs to | Reputational 2 3 6 Work closely with the 2 3 6 Appointment 2 2 4
the Future Regulations | comply with risk/ HHCLG Lcav of senior
GOVERNANCE | SDR/HPTC Quarter 1 new pooling intervention LGPS Officer.
2026 and
governance Independent
regulations advice
contracted.
PF05 Pension Pension Improvements | Board unable | 3 2 6 Board has been 3 2 6 Appointment | 2 2 4
Fund Board to the to fulfil its meeting on a regular of an
GOVERNANCE Governance refresh operation of statutory role basis. Inde.pendent
delayed the board are Chairman.
SDR/HPTC delayed/not
implemented Refreshed
board
membership.
Better
reporting of
the Board's
activities to
the
Committee
PFO6 Failure to Members New LGPS Sub optimal 2 3 6 Committee reporton | 2 3 6 Induction of | 2 2 4
meet and Regs will decision the issue. the new
GOVERNANCE ::g\glzﬁge Officers do | require more making Recordi.ng of Mgmber Committee.
requirements | MOt knowledge and Officer training
undertake and skills More
HPTC suitable training to be formalised
training undertaken training
programme
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Ref Risk Title/ Cause Event Consequence Gross Gross | Profile | Controls in Place Current Current | Profile Target Target | Profile
Risk Owner Likelihood | Impact Likelihood | Impact Likelihood | Impact
Further
Actions
PFO7 Stake holder | poor Lack of Decisions not 3 2 6 Pension Board 3 2 6 Better 2 2 4
engagement | engagement | understanding | soundly including other developed
HPTC/PM with by baseq, adverse employer reps. communication
GOVERNANCE stakeholders | stakeholders reaction to strategy.
in the of the decisions, Existing relationships
Pension operation of failure to between Officers and Employer
Fund- the LGPSand | comply with employers on a day Forum.
employers, Pensions LGPS Regs to day basis.
scheme Committee Improved
members decisions website.
and
pensioners.
PF08 Failure to TPR places TPR review Public 2 3 6 Prompt response 2 2 4 Regular review | 2 2 4
comply with new the Fund sanction for from Pensions Admin against TPR
GOVERNANCE the ) requirements non- to queries requirements.
requirements | on the Fund compliance
of The Implement
Pensions Altair Pensions
Regulator Dashboard.
HPTC/PM
PF09 Cyber attack | Cyber attack | Successful Unable to 2 4 8 Council cyber security 2 3 6 LBBD 2 3 6
cyber attack maintain arrangements. enhanced
T SDR/HIT on the Council | Pension security
records. Altair pensions admin arrangements.
Unable to system hosted by
make Pension Altair.
payments.
Annual BC testing of
Altair.
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Ref Risk Title/ Cause Event Consequence Gross Gross | Profile | Controls in Place Current Current | Profile Target Target | Profile
Risk Likelihood | Impact Likelihood | Impact Likelihood | Impact
Owney Further
Actions
PF10 Reliance on | Council System Depends upon 2 3 6 BCP arrangements for 2 3 6 Review 2 2 4
extfrnal reliance upon | failure the system eg each system contracts to
systems ¥
T (e, external fallurg to pay ensure
Northern system pensioners, arrangements
Trust, providers failure to pay are adequate
Altair, pension lump
Lloyds, E5 sums and
accounting death grants,
system, lack of
iTrent information
ayroll
payrol) for the
HPTC/PM/ Pension Fund
PFA accounts
PF11 Recruitment | Overall jobs Cannot fill | Service 2 3 6 Flexible working 2 3 6 In house 2 2 4
and market, vacancies delivery arrangements for development
retention of | remuneration, impaired Pensions Admin. of staff
MANAGEMENT | Staff working Regular
arrangements Use of Interims benchmarking
SDR/HPTC/ of salaries
PM/PFA
Continued
support for
flexible
working
arrangements
PF12 Fraud Poor internal Financial loss 2 2 4 Separation of duties 2 2 4 Regular 2 2 4
HPTC/PM controls Fraudulent | to the Fund, Clea”é’ documented training
. procedures.
MANAGEMENT payments rgiutatlonal
s Regular Internal Audit
National Fraud
Initiative annual
review
Annual checks on
overseas pension
payments
Monthly mortality
screening for UK
pensioners
Key staff job titles:

SDR- Strategic Director Resources

HIT- Head of IT

HPTC- Head of Pensions, Treasury and Capital

PM- Pensions Manager

PFA- Pension Fund Accountant
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