Report to: Pension Board

Date of 2 March 2020

meeting:

By: Chief Financial Officer

Title: Triennial Valuation 2019, Funding Strategy Statement and
Investment Strategy Statement

Purpose: To seek input and approval to the Fund’s revised strategy

statements and draft 2019 Valuation report

RECOMMENDATIONS: The Pension Board is recommended to:
1) note and consider the draft 2019 Valuation report;

2) note and consider the Funding Strategy Statement, to become effective from 1
April 2020; and

3) note and consider the Investment Strategy Statement, to become effective from 1
April 2020

1. Background

1.1 Itis the responsibility of East Sussex County Council, acting in its capacity as
Administering Authority to the East Sussex Pension Fund, to prepare, publish and
maintain the Fund’s Funding Strategy Statement and Investment Strategy Statement.
These documents have been reviewed alongside the 2019 Valuation.

1.2  The 2019 Valuation of the Fund on a triennial basis is a regulatory requirement and
is used to determine contribution rates payable by participating employers for the period
commencing 1 April 2020. The valuation is carried out under Regulation 62 of the Local
Government Pension Scheme Regulations 2013 (“the Regulations”). The Fund Actuary
has now prepared the 2019 Valuation report which records the high-level outcomes of the
actuarial valuation.

2. Triennial Valuation 2019 report

2.1  The Pension Committee meetings of September 2019 and November 2019
received update reports and presentations from the Fund Actuary setting out the initial
2019 whole fund valuation results and draft employer contributions (with particular focus
on the Major Authorities’ contribution rates in the Fund). The initial results showed a
current whole fund funding level of 107% (i.e. where the market value of assets of the
Fund is compared against a value of the benefits accrued by all members in the Fund to
date) and employer contribution rates which were (on average) expected to slightly
reduce. These were approved by the Pension Committee alongside the Fund’s revised
draft Funding Strategy Statement.

2.2 Working alongside the Fund Actuary, Fund Officers have now completed the
consultation period with employers around the revised Funding Strategy Statement and
their individual results and contribution rates. This included a well-attended Employer
Forum on 29™ November, where a presentation was received from the Fund Actuary.



2.3  The Fund Actuary has now drafted the 2019 Valuation report which records the
high-level outcomes of the actuarial valuation, including the value of the assets and
liabilities of the Fund as at 31 March 2019 and the required rate of employers’
contributions to the Fund for the period from 1 April 2020 to 31 March 2023 (set out in the
Rates and Adjustments certificate). The report is provided in Appendix 1. Please note at
the time of writing (early February) there were a small number of employer contribution
rates which were still to be finalised. Therefore, the draft report does not include the Rates
and Adjustments certificate or the total employer contributions the Fund can expect to
receive over the three years from 1 April 2020.

2.4  This report must be published no later than by 31 March 2020.

3. Funding Strategy Statement (FSS)

3.1 Under the Regulations, all LGPS funds have a statutory obligation to produce a
Funding Strategy Statement (“the FSS”). The Fund reviews the FSS at least every three
years alongside the valuation but also from time-to-time when required. The current
version of the FSS was approved by this Committee on February 2019 following updates
required as a result of the introduction of “exit credits” becoming available to exiting
employers.

3.2 The revised FSS was approved in draft form by the Pension Committee in
November 2019. Following this approval, the draft version was issued to all participating
employers for consultation alongside their individual results and contribution rates in
November 2019. This consultation ended on 17th January 2020. No comments on the
contents of the FSS were received from employers for consideration.

3.3  The final version of the revised FSS has therefore been prepared in collaboration
with the Fund Actuary. This is provided in Appendix 2.

3.4  Since the draft version of the revised FSS was approved by the Pension
Committee, the following minor changes have been made:

. Adding flexibility to allow Major Authorities to have their secondary contribution rates
certified as either % of pay or monetary amounts;

. Incorporating the Fund’s updated Cessation policy as an appendix to the FSS; and

. Updating the effective date, consultation dates and officer contact details.

4 Investment Strategy Statement (ISS)

4.1 There is a statutory requirement to maintain an Investment Strategy Statement (the
“ISS”) that reflects the Fund’s governance and investment arrangements. The changes
that have been made to the ISS reflect:

e the recommendations made by William Bourne in his ‘Investment Governance Review’
paper that was approved by the Pension Committee at the November meeting; and

e the Investment Beliefs section set out in Appendix B of the ISS has also been
expanded to evidence where the beliefs are implemented in either the working of the
Pension Committee or the Fund’s investment strategy and structure.

4.2  The update document is provided in Appendix 3.



5. Conclusion and reasons for recommendations

5.1 The Fund Officers have been working with their advisors to progress the review of
the Fund’s strategy statements alongside the 2019 Valuation. The revised FSS and ISS
will be submitted to the Pension Committee meeting of 16™ March 2020 for approval. Once
approved, the Funding and Investment strategy statements will become effective from 1
April 2020.

5.2  The Fund Actuary has drafted the 2019 Valuation report including contribution rates
payable by participating employers for the period commencing 1 April 2020. This draft
report will be submitted to the Pension Committee meeting of 16™ March 2020 for
approval. The report will then be published no later than 31 March 2020.
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Chief Finance Officer
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