Fund account, net assets statement and notes

a. East Sussex Pension Fund Account

2019/20 2020/21

£000 £000 Notes £000 £000
Dealings with members, employers and
others directly involved in the fund

Contributions 7
(99,018) From Employers (100,042)
(31,403) From Members (31,435)
(130,421) (131,477)
(8,298) Transfers in from other pension funds 8 (6,044)
(138,719) (137,521)
125,670 Benefits 9 128,707
8,596 Payments to and on account of leavers 10 5,561
134,266 134,268
(4,453) N(_at (additions)/withdrawals from‘dealings (3,.253)
with members
17,333 Management expenses 11 17,296
12,880 Net (additions)/withdrawals.including fund 14,043
management expenses
Returns on investments
(26,546) Investment income 12 (39,089)
59 Taxes on income 13a 19
166,725 Profit and_ losses on dlsposal of investments and (739,914)
changes in the value of investments l4a
140,238 Net return.on investments (778,984)
Net (increase)/decrease in net assets (764,941)

153,118 available for benefits during the year
(3,632,212) Opening net assets of the scheme (3,479,094)
(3,479,094) Closing net assets of the scheme (4,244,035)



b. Net Assets Statement for the year ended 31 March 2020

31 March 31 March
2020 2021
0[0]0] £000

3,401,666 Investment assets 14 4,173,990

340 Other Investment balances 21 357

(475) Investment liabilities 22 (775)
63,715 Cash deposits 14 56,736
3,465,246 Total net investments 4,230,308
16,622 Current assets 21 15,675
(2,774) Current liabilities 22 (1,948)
3,479,094 Net assets of the fund available to fund benefits at the year end. 4,244,035

The fund’s financial statements do not take account of liabilities to pay pensions and other benefits after the period end.
The actuarial present value of promised retirement benefits is disclosed at Note 20.

Treasurers Certificate

| certify that the accounts of the East Sussex Pension Fund provide a true and fair view of the Pension Fund at 31 March
2021 and of the movements for the year then ended.

lan Gutsell

Chief Finance Officer (Section 151 Officer)
Business Services Department

XX September 2021



C.

Notes to the East Sussex Pension Fund Accounts for the year ended 31
March 2021

1: Description of fund

The East Sussex Pension Fund (“the Fund”) is part of the Local Government Pension Scheme and is administered by
East Sussex County Council (“the Scheme Manager”). The County Council is the reporting entity for this pension fund.

The following description of the fund is a summary only. For more detail, references should be made to the East Sussex
Pension Fund Annual Report 2020/21 and the underlying statutory powers underpinning the scheme, namely the Public
Service Pensions Act 2013 and The Local Government Pension Scheme (LGPS) Regulations.

a)

b)

General

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

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

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

- The Local Government Pension Scheme (Management and Investment of Funds) Regulations 2016.

The Fund is a contributory defined benefit pension scheme administered by East Sussex County Council to
provide pensions and other benefits for pensionable employees of East Sussex County Council, the district
councils in East Sussex County and a range of other scheduled and admitted bodies within the county area.

The Fund is also empowered to admit the employees_.of certain other bodies, town and parish councils,
educational establishments, contractors providing services transferred from scheduled bodies and community
interest bodies. The Fund does not provide pensions for teachers, for whom separate arrangements exist.
Uniformed police and fire staff are also subject to separate pension arrangements.

The Council has delegated its pension functions to the East Sussex Pension Committee. Responsibility for the
administration and financial management of the Fund has been delegated to the Chief Finance Officer along
with the Head of Pensions. The Scheme Manager-is.also required to establish and maintain a Pension Board,
for the purposes of assisting with the ongoing compliance of the-Fund. The role of the Board is to assist the East
Sussex Pension Fund in complying with all the legislative requirements making sure the scheme is being
effectively and efficiently governed and managed.

Independent investment managers have been appointed to manage the investments of the Fund. The Fund
also invests in illiquid investments‘such as private equity, infrastructure and private debt. The Committee
oversees the management of these investments and the Fund and its advisers meet regularly with the
investment managers to monitor their performance against agreed benchmarks.

Membership

Membership of the LGPS is voluntary and employees are free to choose whether to join the scheme, remain in
the scheme or make their own personal arrangements outside the scheme.

Organisations participating in the East Sussex Pension Fund include:

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

- 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.



There are 127 employer organisations within East Sussex Pension Fund including the County Council itself, as
detailed below:

East Sussex Pension Fund 31 March 2020 31 March 2021
Number of employers with active members 128 127
Number of employees

County Council 7,980 8,163
Other employers 15,855 16,839
Total 23,835 25,002
Number of pensioners

County Council 9,500 9,805
Other employers 11,835 12,425
Total 21,335 22,230
Deferred pensioners

County Council 13,860 13,805
Other employers 17,762 17,429
Total 31,622 31,234
Total number of members in pension scheme 76,792 78,466

¢) Funding

Benefits are funded by contributions and investment earnings: Contributions are made by active members of
the Fund in accordance with The LGPS Regulations 2013 and range from 5.5% to 12.5% of pensionable pay
for the financial year ending 31 March 2021. Employee contributions are matched by employers’ contributions,
which are set, based on triennial actuarial funding valuations. The last such valuation was at 31 March 2019.
Currently, employer contribution rates range from 0.0% o 49.2% of pensionable pay.

d) Benefits

Prior to 1 April 2014, pension benefits under the LGPS were based on final pensionable pay and length of
pensionable service. From 1 April 2014, the scheme became. a career average scheme, whereby members
accrue benefits based on their pensionable pay-in.that year at an accrual rate of 1/49th. Accrued pension is
uprated annually in line with the Consumer Prices Index.

There are a range of other benefits provided under the scheme including early retirement, disability pensions
and death benefits. For more details, please refer to the East Sussex Pension Fund Website.

2: Basis of preparation

The Statement of Accounts summarises the Fund’s transactions for the 2020/21 financial year and its position at year-
end as at 31 March 2021. The accounts have been prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2020/21 which is based upon International Financial Reporting Standards (IFRS) as
amended for UK public sector. The accounts have been prepared on a going concern basis.

Accounting standards issued but.not yet adopted - Under the Code of Practice on Local Authority Accounting in the
United Kingdom 2020/21, the Fund.is required to disclose information setting out the impact of an accounting change
required by a new accounting standard.that has been issued on or before 1 January 2020 but not yet adopted by the
Code. IFRS 16, introduced on 1 January 2019, is due to be adopted by the Code for accounting periods commencing
on or after 1 April 2022. This new accounting standard largely removes the distinction between operating and finance
leases by introducing an accounting model that requires lessees to recognise assets and liabilities for all leases with a
term of more than 12 months unless the underlying asset is of low value. This will bring assets formerly off-Balance
Sheet onto the Balance Sheet of lessees. Implementation of IFRS16 is not expected to have a material impact on the
pension fund because it does not hold any assets as a lessee.

There were no amendments for 2020/21 for the accounts of the Pension Fund.

The accounts report on the net assets available to pay pension benefits. They do not take account of obligations to pay
pensions and benefits which fall due after the end of the financial year nor do they take into account the actuarial present
value of promised retirement benefits. The code gives administering authorities the option to disclose this information in
the net asset statement, in the notes to the accounts or appending an actuarial report prepared for this purpose. The
Pension Fund has opted to disclose this information in Note 20.

The Pension Fund publishes a number of statutory documents, including an Investment Strategy Statement, a Funding
Strategy Statement, Governance and Compliance Policy Statement and Communications Policy Statement. Copies can
be obtained by contacting the Council's Pensions team or alternatively are available from
https://www.eastsussexpensionfund.org/

ACCESS Pool — There is no specific accounting policy for the Pool. The ACCESS Pool is not a legal entity in itself but
is governed by the Inter Authority Agreement signed by each Administering Authority. The formal decision-making body
within the ACCESS Pool is the ACCESS Joint Committee, which has let the management of the asset pool to Link Fund
Solutions Ltd, appointed to provide a pooled operator service. There is no direct investment in the third party, only a


https://www.eastsussexpensionfund.org/

contractual arrangement to provide services, so there is no investment balance to carry forward in the net asset
statement.

of significant accounting policies

Fund account —revenue recognition
a) Contribution income
Normal contributions are accounted for on an accruals basis as follows:

e Employee contribution rates are set in accordance with LGPS regulations, using common percentage
rates for all schemes, which rise according to pensionable pay.

o Employer contributions are set at the percentage rate recommended by the fund actuary for the period
to which they relate.

Employer deficit funding contributions are accounted for on the basis advised by the fund actuary in the rates
and adjustment certificate issued to the relevant employing body.

Additional employers’ contributions in respect early retirements are accounted for in the year the event arose.
Any amount due in the year but unpaid will be classed as a current financial asset. Amounts not due until future
years are classed as long-term financial assets.

b) Transfers to and from other schemes
Transfers in and out relate to members who have either joined or left the fund.

Individual transfers in/out are accounted for when received or paid. Transfers in from members wishing to use
the proceeds of their additional voluntary contributions (see below) to purchase scheme benefits are accounted
for on a receipts basis and are included in Transfers In (Note 8).

Bulk (group) transfers are accounted for in accordance with the terms of the transfer agreement.
c) Investmentincome
i) Interest income

Interest income is recognised in the fund account.as it accrues, using the effective interest rate of the
financial instrument as at the date of acquisition or origination.

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.

i)  Distributions from pooled funds

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

iv)  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/losses during the year.

Fund account — expense items
d) Benefits payable

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

e) Taxation

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

f) Management expenses

The Fund discloses its pension fund management expenses in accordance with the CIPFA guidance Accounting
for Local Government Pension Scheme Management Expenses (2016), as shown below. All items of
expenditure are charged to the fund on an accruals basis as follows:

i)  Administrative expenses

All staff costs of the pensions administration team are charged direct to the fund. Associated management,
accommodation and other overheads are apportioned to this activity and charged as expenses to the fund.



i) Oversight and governance costs

All staff costs associated with governance and oversight are charged direct to the fund. Associated
management, accommodation and other overheads are apportioned to this activity and charged as
expenses to the fund.

iii) Investment management expenses

Investment management expenses are charged directly to the fund as part of management expenses and
are not included in, or netted off from, the reported return on investments. Where fees are netted off
guarterly valuations by investment managers, these expenses are shown separately in Note 11A and
grossed up to increase the change in value of investments.

Fees of the external investment managers and custodian are agreed in the respective mandates governing
their appointments. Broadly, these are based on the market value of the investments under their
management and therefore increase or reduce as the value of these investments change.

Where an investment manager’s fee has not been received by the balance sheet date, an estimate based
upon the market value of their mandate as at the end of the year is used for inclusion in the fund account.
In 2020/21, £0.8m of fees is based on such estimates (2019/20: £0.3m).

Net assets statement

9)

h)

)

k)

Financial assets

All investment assets are included in the financial statements on a fair value basis as at the reporting date. A
financial asset is recognised in the net assets statement on the date the Fund becomes party to the contractual
acquisition of the asset. Any amounts due or payable in‘respect of trades entered into but not yet complete at
31 March each year are accounted for as financial instruments held at amortised cost and reflected in the
reconciliation of movements in investments and derivatives .in Note 14a. Any gains or losses on investment
sales arising from changes in the fair value of the asset arerecognised in the fund account.

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

Foreign currency transactions

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

Derivatives

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

Cash and cash equivalents

Cash comprises cash in hand and demand deposits and includes amounts held by the Fund’'s external
managers.

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.

Financial liabilities

A financial liability is recognised in the net assets statement on the date the fund becomes party to the liability.
The fund recognises financial liabilities relating to investment trading at fair value as at the reporting date, and
any gains or losses arising from changes in the fair value of the liability between contract date, the year-end
date and the eventual settlement date are recognised in the fund account as part of the Change in Value of
Investments.

Other financial liabilities classed as amortised costs are carried at amortised cost i.e. the amount carried in the
net asset statement are the outstanding principal repayable plus accrued interest. Any interest charged is
accounted for on an accruals basis.

Actuarial present value of promised retirement benefits

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



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

m) Additional voluntary contributions

East Sussex Pension Fund provides an additional voluntary contributions (AVC) scheme for its members, the
assets of which are invested separately from those of the pension fund. The Fund has appointed Prudential as
its AVC provider. AVCs are paid to the AVC provider by employers and are specifically for providing additional
benefits for individual contributors. Each AVC contributor receives an annual statement showing the amount
held in their account and the movements in the year.

AVCs are not included in the accounts in accordance with Regulation 4(1)(b) of the Local Government Pension
Scheme (Management and Investment of Funds) Regulations 2016 but are disclosed as a note only (Note 23).

n) Contingent assets and contingent liabilities

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

A contingent asset arises where an event has taken place giving rise to a possible asset whose existence will
only be confirmed or otherwise by the occurrence of future events.

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

4: Critical judgements in applying accounting policies

Unquoted private equity investments

It is important to recognise the highly subjective nature of determining the fair value of private equity investments. They
are inherently based on forward-looking estimates and judgements. involving many factors. Unquoted private equities
are valued by the investment managers using International Private Equity and Venture Capital Valuation Guidelines
2015. The value of unquoted private equities at 31 March 2021 was £265 million (£229 million at 31 March 2020).

Pension fund liability

The Pension Fund liability is calculated every three years by the appointed actuary, with annual updates in the
intervening years. The methodology used is in line with accepted guidelines and in accordance with IAS 19. Assumptions
underpinning the valuations are agreed with the actuary and are summarised in Note 19. This estimate is subject to
significant variances based on changes to the underlying assumptions.

Use of Financial Instruments

The Fund uses financial instruments to manage'its exposure to specific risks arising from its investments. In applying
the accounting policies set out within the notes that.accompany the financial statements the Council has had to make
certain judgements about complex transactions or those involving uncertainty about future events. The critical
judgements made in the financial statements are based around determining a fair value for the alternative investments
shown in the Net Asset Statement. It is important to recognise valuations for these types of investments are highly
subjective in nature. They are inherently based on forward-looking estimates and judgements that involve many factors.

5: Assumptions made about the future and other major sources of estimation uncertaint

The preparation of financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts. Estimates and assumptions are made take into account historical experience, current
trends and other relevant factors. However, actual outcomes could be different from the assumptions and estimates
made. The items in the net asset statement for which there is a significant risk of material adjustment the following year
are as follows:



Uncertainties

Estimation of the net liability to pay
pensions depends on a number of
complex judgments relating to the
discount rate used, the rate at which
salaries are projected to increase,
changes in retirement ages, mortality
rates and expected returns on
pension fund assets. As a result of
Coronavirus pandeminc there is an
increase in the uncertainty around the
mortalilty provisions within the Fund,
however it is too early to assess this
figure at the current time so has not
been included in our calculations. A
firm of consulting actuaries is
engaged to provide the fund with
expert advice about the assumptions
to be applied.

Actuarial  present
value of promised
retirement benefits
(Note 20)

Effect if actual results differ from assumptions
The effects on the net pension liability of changes in

individual assumptions can be measured. For
instance, for the 2019 Valuation the actuary advised
that:

e A 0.2% increase in the discount rate
assumption would result in a decrease in the
pension liability by approximately £113
million (3%).

e A 0.2% increase in benefit increases and
CARE revaluation would increase the value
of liabilities by approximately £95 million
(3%).

e A 0.25% change in mortality rates would
increase the liability by approximately £25
million (0.7%).

Private equity Private equity investments are valued
at fair value in accordance with
International Private Equity and
Venture Capital Valuation Guidelines
(2015). Investments are not publicly
listed and as such there is a degree of

estimation involved in the valuation.

The total private equity investments in the financial
statements are £265.0 million. There is a risk that
this dinvestment may be under or overstated in the
accounts depending on use of estimates applied in
the valuation models by the fund managers. The
sensitivity of this figure is discussed further in Note
16 and Note 18.

6: Events after the balance sheet date

There have been no events since 31 March 2021, and up to the date when these accounts were authorised that require

any adjustments to these accounts.



7

8: Transfers in from other pension funds

9: Benefits payable

10: Payments to and on account of leavers

: Contributions Receivable

2019/20 2020/21
£000 £000

By category
Employee’s contributions 31,403 31,435

Employer’s contributions

Normal contributions 80,302 83,643
Deficit recovery contributions 17,662 15,336
Augmentation contributions 1,054 1,063
Total 130,421 131,477

By authority
Scheduled bodies 83,613 84,803
Admitted bodies 4,303 3,653
Administrative Authority 42,505 43,021
Total 130,421 131,477

2019/20 2020/21

£000 £000

Group transfers - -
Individual transfers 8,298 6,044
Total 8,298 6,044

2019/20 2020/21
£000 £000
By category
Pensions 104,544 108,927
Commutation and lump sum retirement.benefits 18,555 17,194
Lump sum death benefits 2,571 2,586
Total 125,670 128,707
By authority
Scheduled bodies 73,625 76,492
Admitted bodies 3,690 3,781
Administrative Authority 48,355 48,434
Total 125,670 128,707

2019/20 2020/21

£000 £000

Refunds to members leaving service 389 242
Group transfers - -
Individual transfers 8,207 5,319
Total 8,596 5,561




11: Management expenses

2019/20 2020/21

£000 £000
Administrative costs 1,106 1,680
Investment management expenses 15,019 13,785
Oversight and governance costs 1,208 1,831
Total 17,333 17,296
1la: Investment management expenses
Total Management Performance Transaction
2020/21 Fees Related Fees costs*
£000 £000 £000 £000
Bonds 38 14 - 24
Equities 802 113 - 689
Pooled investments
Fixed Income 1,769 1,769 - -
Equity 2,872 2,593 - 279
Diversified growth funds 3,373 3,373 - -
Pooled property investments 1,307 1,307 - -
Private equity / infrastructure 3,563 3,563 - -
13,724 12,732 - 992
Custody 61
Total 13,785
*In addition to these costs, indirect costs are incurred through the bid-offer spread on investments within pooled investments.
Total Management Performance Transaction
2019/20 Fees Related Fees costs*
£000 £000 £000 £000
Bonds 18 18 - -
Equities - - - -
Diversified growth 2,131 1,942 - 189
Pooled investments - - - -
Fixed Income 1,298 1,298 - -
Equity 1,843 1,843 - -
Diversified growth funds 2,876 2,846 - 30
Pooled property investments 1,652 1,652 - -
Private equity / infrastructure 5,147 5,147 - -
14,965 14,746 - 219
Custody 54
Total 15,019

*In addition to these costs, indirect costs are incurred through the bid-offer spread on investments within pooled investments.

Investment management expenses are charged directly to the fund as part of management expenses and are not
included in, or netted off from, the reported return on investments. Where fees are netted off quarterly valuations by
investment managers, these expenses are grossed up.

During the year, the Pension Fund incurred management fees which were deducted at source for 2020/21 of £2.2m
(£3.7m in 2019/20) on its private equity investments, fees of £1.1m (£1.3m in 2019/20) on its infrastructure investments,
fees of £5.1m (£2.6m in 2019/20) on investments in the ACCESS Pool and fees of £1.9m (£3.0m in 2019/20) on other
mandates. These fees are deducted at the individual portfolio level rather than being paid directly by the Pension Fund.



12: Investment income

2019/20 2020/21

£000 £000
Income from bonds 154 122
Income from equities 1,507 654
Private equity/Infrastructure income 1,531 1,458
Pooled property investments 11,972 9,584
Pooled investments - unit trusts and other managed funds 10,705 25,402
Interest on cash deposits 673 1,869
Class Actions 4 -
Total 26,546 39,089

13: Other fund account disclosures

13a: Taxes on income

2019/20 2020/21

£000 £000

Withholding tax — equities (59) (19)
Total (59) (19)

13b: External audit costs

2019/20 2020/21

£000 £000
Payable in respect of external audit for 2018/19 3* -
Payable in respect of external audit for 2019/20 27 5**
Payable in respect of external audit for 2020/21 - 35
Payable in respect of other services 5 5
Total 35 45

*The final fee for 2018/19 was agreed after the audit opinion was received for 2018/19.
** The final fee for 2019/20 was agreed after the audit opinion was received for 2019/20

14: Investments

2019/20 2020/21
£000 £000
Investment assets

Bonds 212,331 128,765

Pooled Investments
Fixed Income 413,943 485,996
Equity 1,332,597 1,864,834
Diversified growth funds 833,253 1,002,298
Pooled property investments 318,129 319,533
Private equity/infrastructure 291,413 372,564

Derivative contracts:
Forward Currency Contracts - -
3,401,666 4,173,990

Cash deposits with Custodian 63,715 56,736
Other Investment balances (Note 21) 340 357
Total investment assets 3,465,721 4,231,083
Investment Liabilities (Note 22) (475) (775)

Derivative contracts:

Forward Currency Contracts - -
Total Investment Liabilities (475) (775)
Net investment assets 3,465,246 4,230,308




Bonds

Equities

Pooled investments

Pooled property investments
Private equity/infrastructure

Derivative contracts
m Forward currency contracts

Other investment balances:
m Cash deposits

m Other Investment Balances
m Investment Liabilities

Net investment assets

Bonds

Equities

Pooled investments

Pooled property investments
Private equity/infrastructure
Commaodities

Multi Asset

Derivative contracts
m Forward currency contracts

Other investment balances:
m Cash deposits

m Other Investment Balances
m Investment Liabilities

Net investment assets

14a: Reconciliation of movements in investments and derivatives

Market value Purchases Sales during Changein  Market value
1 April 2020 during the theyearand market value 31 March
year and derivative during the 2021

derivative receipts year

payments

£000 £000 £000 £000 £000
212,331 - (92,246) 8,680 128,765
- 618,587 (534,059) (84,528) -
2,579,793 253,354 (246,139) 766,120 3,353,128
318,129 11,928 (9,059) (1,465) 319,533
291,413 77,295 (47,943) 51,799 372,564
3,401,666 961,164 (929,446) 740,606 4,173,990
- 575 (162) (413) -
3,401,666 961,739 (929,608) 740,193 4,173,990
63,715 (279) 56,736
340 357
(475) (775)
3,465,246 739,914 4,230,308
Market value Purchases’ Sales during Changein Market value
1 April 2019 during the theyear and market value 31 March
year and derivative during the 2020

derivative receipts year

payments

£000 £000 £000 £000 £000
499,750 68,143 (379,592) 24,030 212,331
153,695 81,336 (244,125) 9,094 -
2,232,435 1,055,608 (493,067) (215,183) 2,579,793
339,442 10,551 (15,342) (16,522) 318,129
245,135 57,631 (41,228) 29,875 291,413
6,125 992 (7,925) 808 -
2,342 6,030 (7,534) (838) -
3,478,924 1,280,291 (1,188,813) (168,736) 3,401,666
(415) 12,995 (12,095) (485) -
3,478,509 1,293,286 (1,200,908) (169,221) 3,401,666
149,156 2,496 63,715
4,937 340
(9,392) (475)
3,623,210 (166,725) 3,465,246




14b: Investments analysed by fund manager
Market value 31 March  Market value 31 March

2020 2021
£000 £000 £000 %

Investments in the ACCESS Pool
ACCESS - Global Equity (Longview) 238,840 6.9% 458,786 10.8%
ACCESS - Absolute Return (Ruffer) 418,469 12.1% 158,430 3.7%
ACCESS - Real Return (Newton) 414,784 12.0% 492,250 11.6%
ACCESS - Corporate Debt (M&G) 144,259 4.2% 510,048 12.1%

1,216,352 35.2% 1,619,514 38.2%
Investments held directly by the Fund
Prudential M&G - - - -
East Sussex Pension Fund Cash 24,736 0.7% 30,674 0.7%
UBS Infrastructure Fund 16,720 0.5% 37,697 0.9%
Prudential Infracapital 20,676 0.6% 32,707 0.8%
Pantheon 30,109 0.9% 38,120 0.9%
Schroders Property* 343,707 9.9% 344,204 8.1%
Harbourvest Strategies 106,192 3.1% 110,515 2.6%
Adams St Partners 122,874 3.5% 154,497 3.7%
M&G Absolute Return Bonds 239,101 6.9% 285,150 6.7%
UBS Passive Funds 1,305,987 37.6% 557,483 13.3%
M&G Real Estate Debt VI 38,793 1.1% 42,416 1.0%
Atlas Infrastructure - - 77,324 1.8%
Storebrand Smart Beta & ESG = - 454,529 10.7%
Wellington Active Impact Equity - - 222,751 5.3%
Wheb Active Impact Equity 222,727 5.3%

2,248,894 64.8% 2,610,794 61.8%

3,465,246 4,230,308

* Schroders mandate is to oversee the East Sussex Pension Fund’s investments in a range of underlying property funds this is not a single
investment into a Schroders property fund.

The following investments represent more than 5% of the investment assets of the scheme -

Security Market Value % of Market value % of
31 March 2020 total 31 March 2021 total

fund fund

£000 £000

ACCESS - Real Return (Newton) 414,784 11.9% 510,048 12.1%
ACCESS - Global Equity (Longview) 238,840 6.9% 492,250 11.6%
ACCESS - Absolute Return (Ruffer) 418,469 12.0% 458,786 10.8%
Storebrand Smart Beta & ESG Fund - - 454,529 10.7%
M&G Absolute Return Bonds 239,101 6.9% 285,150 6.7%
Wellington Active Impact Equity Fund - - 222,751 5.3%
Wheb Active Impact Equity Fund - - 222,727 5.3%
UBS Over 5 year Index Gilt Linked 212,331 6.1% 128,765 3.0%
UBS UK Equity 221,992 6.4% 66,680 1.6%
UBS Fundamental Index 363,155 10.4% - -

14c: Stock lending

The East Sussex Pension Fund has not operated a stock lending programme since 13t October 2008.
15: Analysis of derivatives

Objectives and policies for holding derivatives

Derivatives can be used to hedge liabilities or hedge exposures to reduce risk in the Fund. Derivatives maybe used to
gain exposure to an asset more efficiently than holding the underlying asset. The use of derivatives is managed in line
with the investment management agreement agreed between the Fund and the various investment managers.

a) Futures

The scheme’s objective is to decrease risk in the portfolio by entering into futures positions to match assets that are
already held in the portfolio without disturbing the underlying assets.



b) Forward foreign currency

In order to maintain appropriate diversification and to take advantage of overseas investment returns, a significant
proportion of the Fund’'s quoted equity portfolio is in overseas stock markets. The Fund can participate in forward
currency contracts in order to reduce the volatility associated with fluctuating currency rates.

c) Options

The Fund wants to benefit from the potentially greater returns available from investing in equities but wishes to minimise
the risk of loss of value through adverse equity price movements. The Fund buys equity option contracts that protect it
from falls in value in the main markets in which the scheme invests.

The East Sussex Pension Fund did not hold any derivatives as at 315t March 2021 (nil as at 31 March 2020).

16: Fair value — basis of valuation

The basis of the valuation of each class of investment asset is set out below. There has been no change in the valuation
techniques used during the year. All assets have been valued using fair value techniques, which represent the highest
and best price available at the reporting date

Key sensitivities

Observable and

affecting the

Description of unobservable valuations
asset Valuation hierarchy Basis of valuation provided
Published bid market
Market—quoted Level 1 price ruling gggne Not Required Not Required
investments final day ofthe
accounting period
Fixedinterest
securities are valued
Quoted bonds Level 1 at a market value Not Required Not Required
based on current
yields
Futures and options PubiSEREgehange
. P Level 1 prices at the year- Not Required Not Required
in UK bonds
end
Closing bid value on
Exchan_ge ek Level 1 published Not Required Not Required
pooled investments
exchanges
Unquoted bonds Level 2 A\_/erage of broker Evaluated price Not Required
prices feeds
Forward foreign Market forward
exchange Level 2 exchange rates at Exchange rate risk Not Required
derivatives the year-end
Overseas bond Annualised volatility
options Level 2 Option pricing model | of counterparty credit | Not Required
risk




Description of
asset

Pooled investments

Valuation hierarchy

Basis of valuation

Closing bid price
where bid and offer
prices are published

Observable and
unobservable
inputs

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

The valuation

Key sensitivities
affecting the
valuations
provided

— Equity an n Level 2 Not R ir
Funczjusty and bonds oY Closing single price | Standards followed ot Required
where single price in these valuations
published adhere to industry
guidelines or to
standards set by the
constituent
documents
of the pool or the
management
agreement.
Closing bid price
where bid and offer
prices are published
Closing single price
wheressingle price
published
Investments in
unlisted property
funds are valued at - . Valuations could be
= . the net asset value The S|gn|f|car_1t Inputs affected by the
ooled investments L and assumptions are
evel 3 (NAV). The frequency of the
O underlying real developed by the independent
Property Funds ying respective fund pe
estate assets values manager valuations between
have been derived ' the funds.
by independent
valuers on a fair
value basis and
generally in
accordance with the
Royal Institute of
Chartered
Surveyors’ Valuation
Standards.
Observable inputs
are subject to Valuations could be
judgment by the affected by material
respective manager, | events occurring
Comparable but are applied in between the date of
valuation of similar accordance with the | the financial
. companies in appropriate industry | statements provided
Unquoted equity — accordance with guidelines. and the pension
Private Equity / Level 3

Infrastructure

International Private
Equity and Venture
Capital Valuation
Guidelines (2012)

Valuations are
audited as at 31
December, and the
valuations as at 31
March reflect cash
flow transactions
since 31 December.

fund’s own reporting
date, by changes to
expected cashflows,
and by any

differences between
audited and

unaudited accounts




Sensitivity of assets valued at level 3

Having analysed historical data and current market trends, and consulted with independent investment advisors, the
Fund has determined that the valuation methods described above are likely to be accurate to within the following ranges,
and has set out below the consequential potential impact on the closing value of investments held at 31 March 2021
and 31 March 2020.

Asset Type Assessed
valuation Values at 31 Value on Value on
range (+/-) March 2021 increase decrease
£000 £000 £000
Pooled Investment (a) 9% 42,416 46,233 38,599
Pooled property investments (b) 13% 319,533 361,072 277,994
Private Equity/Infrastructure (c) 25% 372,564 464,960 280,168
Total 734,513 872,266 596,761
Asset Type Assessed
valuation Values at 31 Value on Value on
range (+/-) March 2020 increase decrease
£000 £000 £000
Pooled Investment (a) 7% 30,583 32,759 28,407
Pooled property investments (b) 14% 318,129 362,031 274,227
Private Equity/Infrastructure (c) 27% 291,413 370,095 212,731
Total 640,125 764,884 515,366

(&) All movements in the assessed valuation range derive from.changes in the net asset value of the underlying
real estate assets, the range in the potential movement of 9% is caused by how this value is measured.

(b) All movements in the assessed valuation range derive from changes in the net asset value of the underlying
real estate assets, the range in the potential movement of 13% is-caused by how this value is measured.

(c) Allmovements in the assessed valuation range derive from changes in the underlying profitability of component
companies, the range in the potential movement of 25% is caused by how this profitability is measured.

16a: Fair value hierarchy

The following table provides an analysis of the financial assets and liabilities of the pension fund grouped into Levels 1
to 3, based on the level at which the fair value.is observable.

Quoted Using With

market observable Significant

price inputs unobservable

inputs
Values at 31 March 2021 Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
Financial assets at fair value through profit and loss 357 3,439,477 734,513 4,174,347
Non-financial assets at fair value through profit and i i i )

loss

Financial liabilities at fair value through profit and loss - (775) - (775)
Net investment assets 357 3,438,702 734,513 4,173,572

Quoted Using With

market observable Significant

price inputs unobservable

inputs
Values at 31 March 2020 Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
Financial assets at fair value through profit and loss 222,079 2,539,802 640,125 3,402,006
Non-financial assets at fair value through profit and i i i i

loss

Financial liabilities at fair value through profit and loss - (475) - (475)

Net investment assets 222,079 2,539,327 640,125 3,401,531




16b: Transfers between levels

land?2

During 2020/21 the fund has transferred 1 financial assets between levels 1 and 2. This was the Funds UK Passive
Fund with UBS which was moved to level 2 from level 1 as the Fund assessment was that this was more aligned to the
Pooled investments — Equity and bonds Funds category and as the valuation is advised as a unit price.

16c¢: Reconciliation of fair value measurements within level 3
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Period 2020/21 £000 £000 £000 £000 £000 £000 £000 £000
Pooled investments 30,583 - - 18,074 (6,715) 474 - 42,416
Pooled property investments 318,129 - - 11,928 (9,274) (4,459) 3,209 319,533
Private Equity/Infrastructure 291,413 - - 77,295 (47,943) 24,207 27,592 372,564
Total 640,125 - - 107,297 (63,932) 20,222* 30,801* 734,513
*Reconciliation to Change in market value during the year in Note 14a
Level Unrealised gains/(losses) Realised gains/(losses) Change in marketwvalue during the year
land2 566,319 122,572 688,891
3 20,222 30,801 51,023
Total 586,541 153,373 739,914
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Period 2019/20 £000 £000 £000 £000 £000 £000 £000 £000
Equities 33,670 - - 4,344 (31,669) 8,716 (15,061) -
Pooled investments - - - 44,179 (14,239) 643 - 30,583
Pooled property investments 339,442 - - 10,551 (15,342) (22,256) 5,734 318,129
Private Equity/Infrastructure 245,135 - - 57,631 (35,970) 1,863 22,754 291,413
Total 618,247 - - 116,705 (97,220) (11,034)* 13,427* 640,125
*Reconciliation to Change in market value during the year in Note 14a
Level Unrealised gains/(losses) Realised gains/(losses) Change in market value during the year
land 2 (269,121) 100,003 (169,118)
3 (11,034) 13,427 2,393
Total (280,155) (113,430) (166,725)



17: Classification of 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 (including cash) by category and net assets statement heading. No financial assets were
reclassified during the accounting period.

31 March 2020 31 March 2021

Fair value Assets at Liabilities Fair value Assets at Liabilities at
through amortised at through amortised amortised
profit and cost amortised profit and cost cost
loss cost loss
£000 £000 £000 £000 £000 £000
Financial Assets
212,331 - - Bonds 128,765 - -
- - - Equities - - -
2,579,793 - - Pooled investments 3,353,128 - -
318,129 - - Pooled property investments 319,533 - -
291,413 - - Private equity/infrastructure 372,564 - -
- - - Derivative contracts - - -
- 63,715 - Cash - 56,736 -
- 1,746 - Cash held by ESCC* - 1,560 -
340 - - Other investment balances 357 - -
- 14,876 - Debtors * - 14,115 -
3,402,006 80,337 - Total Financial Assets 4,174,347 72,411 -
Financial liabilities
- - - Derivative contracts - - -
(475) - - Other investment balances (775) - -
- - - Cash held:by ESCC - - -
- - (2,774) Creditors - - (1,933)
(475) - (2,774) Total Financial Liabilities (775) - (1,933)
3,401,531 80,337 (2,774) Total Financial Instruments 4,173,572 72,411 (1,933)
*Reconciliation to Current Assets Note 21
2019/20 2020/21
£000 £000.
Cash held by ESCC 1,746 1,560
Debtors 14,876 14,115
Current Assets 16,622 15,675
17a: Net gains and losses on financial instruments
31 March 31 March
2020 2021
£000 £000
Financial assets
Fair value through profit and loss (167,355) 729,207
Amortised cost — realised gains on derecognition of assets - -
Amortised cost — unrealised gains 665 (598)
Financial liabilities
Fair value through profit and loss (35) -
Amortised cost — realised gains on derecognition of assets - -
Amortised cost — unrealised gains - -
Total (166,725) 728,609




18: Nature and extent of risks arising from financial instruments

Risk and risk management

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 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
forecast cash flows. The Fund manages these investment risks as part of its overall risk management programme.

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

a) Market risk

Market risk is the risk of loss from fluctuations in equity and commodity prices, interest and foreign exchange rates and
credit spreads. The Fund is exposed to market risk from its investment activities, particularly through 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 market risk, the Fund and its investment advisors
undertake appropriate monitoring of market conditions and benchmark analysis.

The Fund manages these risks in two ways:

- the exposure of the fund to market risk is monitored.through.a factor risk analysis, to ensure that risk remains
within tolerable levels

- specific risk exposure is limited by applying risk-weighted maximum exposures to individual investments.

Equity futures contracts and exchange traded option/contracts.on individual securities may also be used to manage
market risk on equity investments. It is possible for over-the-counter equity derivative contracts to be used in exceptional
circumstances to manage specific aspects of market risk.

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. Except for shares sold short, the
maximum risk resulting from financial instruments is determined by the fair value of the financial instruments. Possible
losses form shares sold short is unlimited.

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

Other price risk — sensitivity analysis

Following analysis of historical data and expected investment return movement during the financial year, in consultation
with the Fund’s investment advisors, the Fund has determined that the following movements in market price risk are
reasonably possible for the 2020/21 reporting period:

Asset Type Potential Market Movements (+/-)
Index Linked 12%
Other Bonds 5%
UK Equities 20%
Global Equities 21%
Absolute Return 13%
Pooled Property Investments 13%
Private Equity 30%
Infrastructure Funds 12%

The potential price changes disclosed above are broadly consistent with a one-standard deviation movement in the
value of the assets. The sensitivities are consistent with the assumptions contained in the investment advisors’ most



recent review. This analysis assumes that all other variables, in particular foreign currency exchange rates and interest
rates, remain the same.

Had the market price of the Fund investments increased/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.

Asset Type Values at 31 Value on Value on
March 2021 increase decrease

£000 £000 £000

Index Linked 128,765 143,573 113,957
Other Bonds 485,996 512,310 459,682
UK Equities 825,342 990,410 660,274
Global Equities 1,039,492 1,257,785 821,199
Absolute Return 1,002,298 1,127,585 877,011
Pooled Property Investments 319,533 361,072 277,994
Private Equity 264,039 343,251 184,827
Infrastructure Funds 108,525 121,548 95,502
Net Derivative Assets - - -
Total assets available to pay benefits 4,173,990 4,857,534 3,490,446
Asset Type Values at 31 Value on Value on
March 2020 increase decrease

£000 £000 £000

Index Linked 212,331 231,441 193,221
Other Bonds 413,943 443,397 384,489
UK Equities 221,992 284,150 159,834
Global Equities 1,110,605 1,421,574 799,636
Absolute Return 833,253 949,908 716,598
Pooled Property Investments 318,129 362,031 274,227
Private Equity 228,472 292,444 164,500
Infrastructure Funds 62,941 75,529 50,353
Net Derivative Assets : - -
Total assets available to pay benefits 3,401,666 4,060,474 2,742,858

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 representthe 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 routinely monitored by the Fund and its investment advisors in accordance with the 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 rate.-movements as at 31 March 2021 and 31 March 2020 is set out below. These
disclosures present interest rate risk based on the underlying financial assets at fair value.

Interest rate risk sensitivity analysis

The Fund 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 is consistent with the level of sensitivity
applied as part of the Fund's risk management strategy. The Fund's investment adviser has advised that this is
consistent with an annual one standard deviation move in interest rates, where interest rates are determined by the
prices of fixed interest UK government bonds.

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:

Asset type Carrying

amount as at Impact of 1% Impact of 1%

31 March 2021 increase decrease

£000 £000 £000

Cash and cash equivalents 56,736 56,736 56,736
Cash balances 1,560 1,560 1,560
Fixed interest securities 485,996 490,856 481,136
Index linked securities 128,765 128,765 128,765
Total change in assets available 673,057 677,917 668,197




Asset type

Cash and cash equivalents

Cash balances

Fixed interest securities

Index linked securities

Total change in assets available

Income Source

Cash deposits/cash and cash
equivalents

Fixed interest securities
Index linked securities

Total change in assets available

Income Source

Cash deposits/cash and cash
equivalents

Fixed interest securities

Index linked securities

Total change in assets available

Carrying
amount as at

Impact of 1%

Impact of 1%

31 March 2020 increase decrease
£000 £000 £000
63,715 63,715 63,715
1,746 1,746 1,746
413,943 418,082 409,804
212,331 212,331 212,331
691,735 695,874 687,596
Interest
receivable Value on 1% Value on 1%
2020/21 increase decrease
£000 £000 £000
1,869 2,452 1,286
14,072 14,072 14,072
122 1,410 (1,166)
16,063 17,934 14,192
Interest Value on 1% Value on 1%
receivable increase decrease
2019/20
£000 £000 £000
673 1,328 18
6,665 6,665 6,665
169 2,292 (1,954)
7,507 10,285 4,729

This analysis demonstrates that a 1% increase-in-interest rates will not affect the interest received on fixed interest
assets but will reduce their fair value, and vice' versa. Changes in interest rates do not impact on the value of cash/cash
equivalent balances but they will affect the interest income received on those balances.

Currency risk

Currency risk represents the risk that future cash flows will fluctuate because of changes in foreign exchange rates. The
Fund is exposed to currency risk on any cash balances and investment assets not denominated in pound sterling.
Following analysis of historical data in consultation with the Fund investment advisors, the Fund considers the likely
volatility associated with foreign exchange rate movements not more than 10%. A 10% strengthening/weakening of the
pound against the various currencies.in which the Fund holds investments would increase/decrease the net assets
available to pay benefits as follows:

Currency exposure - asset type Potential
Values at 31 Market Value on Value on
March 2021 movement increase decrease
£000 £000 £000 £000
Overseas unit trusts 2,326,940 225,713 2,552,653 2,101,227
Total change in assets available 2,326,940 225,713 2,552,653 2,101,227
Currency exposure - asset type Potential
Values at 31 Market Value on Value on
March 2020 movement increase decrease
£000 £000 £000 £000
Overseas unit trusts 2,182,959 218,296 2,401,255 1,964,663
Total change in assets available 2,182,959 218,296 2,401,255 1,964,663




b) 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 minimise credit risk that may occur through the
failure to settle a transaction in a timely manner.

Contractual credit risk is represented by the net payment or receipts that remains outstanding, and the cost of replacing
the derivative position in the event of a counterparty default. The residual risk is minimal due to the various insurance
policies held by the exchanges to cover defaulting counterparties.

Credit risk on over-the-counter derivative contracts is minimised as counterparties are recognised financial
intermediaries with acceptable credit ratings determined by a recognised rating agency.

The Fund believes it has managed its exposure to credit risk, and has had no experience of default or uncollectable
deposits in recent years.

Summary Asset value as Asset value as

at 31 March at 31 March

2020 2021

£000 £000

UK Treasury bills 86 -

Overseas Treasury bills 23,531
Bank current accounts

NT custody cash accounts 63,629 33,205

Total overseas assets 63,715 56,736

c) Liquidity risk

Liquidity risk represents the risk that the Fund will not‘be able to.meet its financial obligations as they fall due. The fund
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 Fund has immediate access to its cash holdings and the Fund also has access to an overdraft facility for short-term
cash needs. This facility is only used to meet timing differences on pension payments. As these borrowings are of a
limited short-term nature, the Fund’s exposure to liquidity risk is considered negligible.

All financial liabilities at 31 March 2021 are due within one year.
Refinancing risk

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

19: Funding arrangements

Introduction

The last full triennial valuation of the East Sussex County Council Pension Fund (the Fund) was carried out as at 31
March 2019 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 2020.

Asset value and funding level

The results for the Fund at 31 March 2019 were as follows:

e The market value of the Fund’s assets as at 31 March 2019 was £3,633m.

e The Fund had a funding level of 107% i.e. the value of assets for valuation purposes was 107% 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 £247m.

Contribution rates

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



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

e 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 18.0% 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
2020.

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 Appendix 3 of the
triennial valuation report.

Assumptions

The key assumptions used to value the liabilities at 31 March 2019 are summarised below:

Assumptions Assumptions used for the 2019 valuation

Financial assumptions

Market date 31 March 2019
CPlI inflation 2.3%p.a.
Long-term salary increases 2.3% p.a.
Discount rate 4.0% p.a.

Demographic assumptions
Post-retirement mortality

Base tables Based on Club Vita analysis
Projection model CMI 2018

Long-term rate of improvement 1.25% p.a.

Smoothing parameter 7.0

Initial addition to improvements

Males 0.5% p.a.

Females 0.25% p.a.

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 2019 valuation report.

Updated position since the 2019 valuation

Update to funding basis and assumptions

The Fund appointed a new fund actuary with effect from 1 January 2021. For employers commencing participation in
the Fund on or after 1 January 2021, the calculated contribution rate will be set to meet a funding target over a specified
time horizon. The funding target is set based on a single set of financial assumptions. These assumptions are set so as
to achieve broad consistency with the previous fund actuary’s approach.

With effect from 1 January 2021, the salary growth assumption was reviewed and salaries are now assumed to increase
at CPI plus 1.0% p.a. with no additional promotional salary scale. The derivation of CPI is discussed below.

We have updated the derivation of the CPI inflation assumption to be 0.8% p.a. below the 20 year point on the Bank of
England (BoE) implied inflation curve. The assumption adopted at the 2019 valuation was that CPI would be 1.0% p.a.
below the 20 year point on the BoE implied inflation curve. This update was made following the Government’s response
(on 25 November 2020) to the consultation on the reform of RPI, and the expectation that the UK Statistics Authority
will implement the proposed changes to bring RPI in line with CPIH from 2030. This updated approach leads to a small
increase in the value of liabilities.

The discount rate assumption is set with reference to the Fund’s long term investment strategy and therefore reflects
the long term expected return on assets for the Fund. We have included in the discount rate assumption an explicit



prudence allowance of 1.1%. This incorporates an allowance for current uncertainties in LGPS benefits (relating to the
effects of the McCloud/Sargeant judgement and the cost cap).

Liabilities
The key assumption which has the greatest impact on the valuation of liabilities is the real discount rate (the discount
rate relative to CPI inflation) — the higher the real discount rate the lower the value of liabilities. As at 31 March 2021,

the real discount rate is estimated to be lower than at the 2019 valuation due to lower future expected returns on assets
in excess of CPI inflation.

The update to the CPI assumption mentioned above leads to a small increase in the value of liabilities. The value of
liabilities will also have increased due to the accrual of new benefits net of benefits paid.

It is currently unclear what the impact of the COVID-19 pandemic is on the Fund’s funding position. It is expected that
COVID-related deaths will not have a material impact on the Fund’s current funding level, however, impact on future
mortality rates may be more significant and we will be reviewing the Fund’s mortality assumption as part of the next
valuation.

Assets

Returns over the year to 31 March 2021 have been strong, helping to offset the significant fall in asset values at the end
of the previous year. As at 31 March 2021, in market value terms, the Fund assets were more than where they were
projected to be based on the previous valuation.

Overall position

On balance, we estimate that the funding position (allowing for the revised funding, basis) has improved compared to
the funding position as at 31 March 2019.

Future investment returns that will be achieved by the Fund in the short term are more uncertain than usual, in particular
the return from equites due to actual and potential reductions and suspensions of dividends.

There is also uncertainty around future benefits due to.the McCloud/Sargeant cases and the cost cap process.

The Fund could opt to monitor the funding level using LGPS Monitor on a regular basis.

20: Actuarial present value of promised retirement benefits

Introduction

We have been instructed by East Sussex County Council, the administering authority to the East Sussex County Council
Pension Fund (the Fund), to undertake pension/expense calculations in respect of pension benefits provided by the
Local Government Pension Scheme (the LGPS) to-members of the Fund as at 31 March 2021. We have taken account
of current LGPS Regulations, as amended, as at the date of this report.

This report is addressed to the administering authority and its advisers; in particular, this report is likely to be of relevance
to the Fund’s auditor.

This is the first accounting period for which the report has been prepared by Barnett Waddingham LLP; previous
disclosures were prepared by Hymans Raobertson LLP and we have relied on those disclosures as being accurate in
the preparation of this report.

These figures are prepared in accordance with our understanding of IAS26. In calculating the disclosed numbers we
have adopted methods and assumptions that are consistent with IAS19.

This advice complies with Technical Actuarial Standard 100: Principles for Technical Actuarial Work (TAS 100).

The LGPS is a defined benefit statutory scheme administered in accordance with the Local Government Pension
Scheme Regulations 2013 and currently provides benefits based on career average revalued earnings.

An allowance was made for the potential impact of the McCloud & Sargeant judgement in the results provided to the
Fund at the last accounting date and therefore is already included in the starting position for this report. This allowance
is therefore incorporated in the roll forward approach and is remeasured at the accounting date along with the normal
LGPS liabilities.

Valuation data
Data sources

In completing our calculations for pension accounting purposes we have used the following items of data, which we
received from East sussex County Council:

e The results of the valuation as at 31 March 2019 which was carried out for funding purposes and the results of
the 31 March 2020 1AS26 report which was prepared for accounting purposes;



e Estimated whole Fund income and expenditure items for the period to 31 March 2021;

e Estimated Fund returns based on Fund asset statements provided (or estimated where necessary) as at 31
March 2019, 31 March 2020 and 31 March 2021; and

e Details of any new early retirements for the period to 31 March 2021 that have been paid out on an unreduced
basis, which are not anticipated in the normal service cost.

Although some of these data items have been estimated, we do not believe that they are likely to have a material effect
on the results of this report. Further, we are not aware of any material changes or events since we received the data.
The data has been checked for reasonableness and we are happy that the data is sufficient for the purposes of this
advice.

Fund membership statistics

The table below summarises the membership data, as at 31 March 2019.

Member data summary Number Salaries/Pensions Average age
p2(0[0]0)

Active members 22,718 414,051 52

Deferred pensions 36,094 43,738 51

Pensioners 20,328 102,766 69

The average ages shown are weighted by liability.
Early retirements

We requested data on any early retirements in respect of the Fund from the administering authority for the year ending
31 March 2021.

We have been notified of 105 new early retirements during the year which were not allowed for at the previous
accounting date. The total annual pension that came into payment was £1,012,200.

Assets

The return on the Fund (on a bid value to bid value basis) for the year.to 31 March 2021 is estimated to be 22.56%. The
actual return on Fund assets over the year may be different.

The estimated asset allocation for East Sussex County Council Pension Fund as at 31 March 2021 is as follows:

Asset breakdown 31 Mar 2021 31 Mar 2020

£000s % £000s %
Equities 3,227,118 76% 2,460,325 71%
Bonds 627,339 15% 589,092 17%
Property 319,533 8% 346,525 10%
Cash 70,882 2% 69,305 2%
Total 4,244,872 100% 3,465,246 100%

We have estimated the bid values where necessary. The final asset allocation of the Fund assets as at 31 March 2021
may be different from that shown due to estimation techniques.

Unfunded benefits

We have excluded any unfunded benefits as these are liabilities of employers rather than the Fund.
Actuarial methods and assumptions

Valuation approach

To assess the value of the Fund’s liabilities at 31 March 2021, we have rolled forward the value of Fund’s liabilities
calculated for the funding valuation as at 31 March 2019, using financial assumptions that comply with IAS19.

A full actuarial valuation involved projecting future cashflows to be paid from the Fund and placing a value on them.
These cashflows include pensions currently being paid to members of the Fund as well as pensions (and lump sums)
that may be payable in future to members of the Fund or their dependants. These pensions are linked to inflation and
will normally be payable on retirement for the life of the member or a dependant following a member’s death.

Itis not possible to assess the accuracy of the estimated liability as at 31 March 2021 without completing a full valuation.
However, we are satisfied that the approach of rolling forward the previous valuation data to 31 March 2021 should not
introduce any material distortions in the results provided that the actual experience of the Fund has been broadly in line
with the underlying assumptions, and that the structure of the liabilities is substantially the same as at the latest formal
valuation. From the information we have received there appears to be no evidence that this approach is inappropriate.

This has been updated since the last accounting date when the results were based on a continuation of the roll forward
from the 31 March 2016 funding valuation.



Experience items allowed for since the previous accounting date

Experience items arise due to differences between the assumptions made as part of the roll forward approach and
actual experience. This includes (but is not limited to) assumptions made in respect of salary increases, pension
increases, mortality, and member transfers. We have allowed for actual pension increase experience for the period from
2019-2021. This assumes that pension increases are in line with the annual pension increases set by HM Treasury
Revaluation Order.

As a result of allowing for actual experience, an experience item is observed in the reconciliation to 31 March 2021, as
shown in the Asset and benefit obligation reconciliation for the year to 31 March 2021 below.

Guaranteed Minimum Pension (GMP) Equalisation

As a result of the High Court’s recent Lloyds ruling on the equalisation of GMPs between genders, a number of pension
schemes have made adjustments to accounting disclosures to reflect the effect this ruling has on the value of pension
liabilities. It is our understanding that HM Treasury have confirmed that the judgement “does not impact on the current
method used to achieve equalisation and indexation in public service pension schemes”. More information on the current
method of equalisation of public service pension schemes can be found here Consultation on indexation and

equalisation of GMP in public service pension schemes - GOV.UK (www.gov.uk)

On 22 January 2018, the Government published the outcome to its Indexation and equalisation of GMP in public service
pension schemes consultation, concluding that the requirement for public service pension schemes to fully price protect
the GMP element of individuals’ public service pension would be extended to those individuals reaching State Pension
Age (SPA) before 6 April 2021. HM Treasury published a Ministerial Direction on 4 December 2018 to implement this
outcome, with effect from 6 April 2016. Details of this outcome and the Ministerial Direction can be found here Indexation

of public service pensions - GOV.UK (www.gov.uk).

The valuation assumption 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, we have assumed that the Fund will be required to pay the'entire inflationary increase. Therefore we do not
believe we need to make any adjustments to the value placed on the liabilities as a result of the above outcome.

Demographic/Statistical assumptions

We 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 2019, except for the CMI projection model. The post retirement mortality
tables have been constructed based on Club Vita analysis. These base tables are projected using the CMI_2020 Model,
with a long-term rate of improvement of 1.25% p.a., smoothing parameter of 7.0, an initial addition parameter of 0.5%
p.a. for males and 0.25% p.a. for females, and a 2020 weighting of 25%.

Although the post retirement mortality tables adopted. are-consistent with the previous accounting date, the mortality
improvement projection has been updated to usethe latest version of the Continuous Mortality Investigation’s model,
CMI_2020, which was released in March 2021. This update has been made in light of the coronavirus pandemic and
reflects the latest information available from the CMI.. The new CMI_2020 Model introduces a “2020 weight parameter”
for the mortality data in 2020 so that the exceptional mortality experienced due to the coronavirus pandemic can be
incorporated without having a disproportionate impact on results.

Our view is that placing too much weight on /the 2020 mortality experience would not be appropriate given the
abnormality of the 2020 data, however, the overall outlook for best-estimate future mortality improvements looks less
positive as a result of the pandemic. Therefore we have updated to use the CMI_2020 Model with a 2020 weight
parameter of 25%. At the last accounting date, the CMI_2018 Model was adopted. The effect on the Employer’s liabilities
of updating to the most recent model is reflected in the Change in demographic assumptions figure in the Asset and
benefit obligation reconciliation for the year to 31 March 2021 below, and the effect on the assumed life expectancies is
demonstrated in the table below.

The assumed life expectations from age 65 are:

Life expectancy from age 65 (years) 31 Mar 2021 31 Mar 2021

(after CMI_2020 update) (before CMI_2020 update)

Retiring today

Males 21.1 21.4
Females 23.7 23.9
Retiring in 20 years

Males 21.9 22.4
Females 25.0 25.2

We have also assumed that:

¢ Members will exchange half of their commutable pension in respect of pre-April 2008 service and 75% of their
commutable pension in respect of their post 2008 service, for cash at retirement. For every £1 of pension that
members commute, they will receive a cash payment of £12 as set out in the Regulations;


https://www.gov.uk/government/consultations/indexation-and-equalisation-of-gmp-in-public-service-pension-schemes/consultation-on-indexation-and-equalisation-of-gmp-in-public-service-pension-schemes
https://www.gov.uk/government/consultations/indexation-and-equalisation-of-gmp-in-public-service-pension-schemes/consultation-on-indexation-and-equalisation-of-gmp-in-public-service-pension-schemes
https://www.gov.uk/government/publications/indexation-of-public-service-pensions
https://www.gov.uk/government/publications/indexation-of-public-service-pensions

o Members retire following the retirement age pattern assumption as specified by the Scheme Advisory Board for
preparing Key Performance Indicators.; and

e 1% of active members will take up the option to pay 50% of contributions for 50% of benefits.
Financial assumptions

The financial assumptions used to calculate the results in the Appendices are as follows:

Year ended 31 Mar 2021 31 Mar 2020
% p.a. % p.a.
Discount Rate 1.95% 2.30%
Pension Increase Rate 2.85% 1.90%
Salary Increase rate 2.85% 1.90%

These assumptions are set with reference to market conditions at 31 March 2021.
Our estimate of the Fund’s past service liability duration is 17 years.

An estimate of the Fund’s future cashflows is made using notional cashflows based on the estimated duration above.
These estimated cashflows are then used to derive a Single Equivalent Discount Rate (SEDR). The discount rate
derived is such that the net present value of the notional cashflows, discounted at this single rate, equates to the net
present value of the cashflows, discounted using the annualised Merrill Lynch AA rated corporate bond yield curve
(where the spot curve is assumed to be flat beyond the 30 year point)./At the previous accounting date a “Hymans
Robertson” corporate bond yield curve was constructed based on the constituents of the iBoxx AA corporate bond index.

Similar to the approach used to derive the discount rate, the Retail Prices Index (RPI) increase assumption is set using
a Single Equivalent Inflation Rate (SEIR) approach, using the notional cashflows described above. The single inflation
rate derived is that which gives the same net present value of the cashflows, discounted using the annualised Merrill
Lynch AA rated corporate bond yield curve, as applying the BoE implied inflation curve. As above, the Merrill Lynch AA
rated corporate bond yield spot curve is assumed to be flat beyond the 30 year point and the BoE implied inflation spot
curve is assumed to be flat beyond the 40 year point. At the previous accounting date cashflow weighted single RPI
rates were derived from the market implied inflation curve that recognise the weighted average duration of each
corresponding duration category defined in the accounting disclosure.

The BoE implied inflation curve may suggest a higher rate of inflation, over longer terms, than actually expected by
market participants due to a willingness to accept a lower return on investments to ensure inflation linked returns. To
reflect this, we include an Inflation Risk Premium (IRP) adjustment such that our assumed level of future annual RPI
increase is 0.25% p.a. lower than the SEIR calculated using the BoE inflation curve alone. This differs from the previous
accounting date. The impact of this change in derivation on the liability value is shown in the Asset and benefit obligation
reconciliation for the year to 31 March 2021 below.

As future pension increases are expected to be based on the Consumer Prices Index (CPI) rather than RPI, we have
made a further assumption about CPI which is that it will be 0.40% p.a. below RPI i.e. 2.85% p.a. We believe that this
is a reasonable estimate for the future differences in the indices, based on the different calculation methods, recent
independent forecasts and the duration of the Fund’s liabilities. The difference between RPI and CPI is less than
assumed at the previous accounting date. This reflects the movement in market implied RPI inflation that occurred
following the UK Statistics Authority’s proposal to change how RPI is calculated and subsequent announcements from
the Chancellor on the issue. The impact of this change in derivation on the liability value is shown in the Asset and
benefit obligation reconciliation for the year.to31 March 2021 below.

Salaries are assumed to increase at 0.0% p.a. above CPI. This is consistent with the approach at the previous
accounting date.

Results and disclosures
We estimate that the net liability as at 31 March 2021 is a liability of £1,364,741,000.
The results of our calculations for the year ended 31 March 2021 are set out below.

The figures presented in this report are prepared only for the purposes of FRS102. In particular, they are not relevant
for calculations undertaken for funding purposes or for other statutory purposes under UK pensions legislation.

Statement of financial position as at 31 March 2021

Net pension asset as at 31 Mar 2021

£000s
Present value of defined benefit obligation 5,609,613
Fair value of Fund assets (bid value) 4,244,872
Deficit / (Surplus) 1,364,741

Present value of unfunded obligation -
Unrecognised past service cost -
Impact of asset ceiling -
Net defined benefit liability / (asset) 1,364,741




*Present value of funded obligation consists of £5,607,717,000 in respect of vested obligation and £0 in respect of non-
vested obligation.

Asset and benefit obligation reconciliation for the year to 31 March 2021

31 Mar 2021
£000s

Reconciliation of opening & closing balances of the

present value of the defined benefit obligation

Opening defined benefit obligation 4,378,000
Current service cost 151,881
Interest cost 99,610
Change in financial assumptions 1,202,783
Change in demographic assumptions (71,775)
Experience loss/(gain) on defined benefit obligation (55,900)
Liabilities assumed / (extinguished) on settlements -
Estimated benefits paid net of transfers in (128,225)
Past service costs, including curtailments 3,809
Contributions by Scheme patrticipants 29,430
Unfunded pension payments -
Closing defined benefit obligation 5,609,613

The change in financial assumptions item includes the change in derivation of future assumed RPI and CPI inflation as
noted above. These changes have resulted in a gain of £3,382,820,000 on the defined benefit obligation; comprising a
gain of £410,211,000 from the change in assumed IRP and a gain of £2,972,609,000 from the change in the assumed
gap between RPI and CPI inflation.

31 Mar 2021
£000s

Reconciliation of opening & closing balances of the

fair value of Fund assets

Opening fair value of Fund assets 3,465,246
Interest on assets 79,719
Return on assets less interest 701,817
Other actuarial gains/(losses) -
Administration expenses (3,496)
Contributions by employer including unfunded 100,381
Contributions by Scheme patrticipants 29,430
Estimated benefits paid plus unfunded net of transfers in (128,225)
Settlement prices received / (paid) -
Closing Fair value of Fund assets 4,244,872

The total return on the Fund’s assets for the year to 31 March 2021 is £781,536,000.

Sensitivity Analysis

Sensitivity Analysis

Approximate %
increase to
liabilities

Approximate
monetary
amount (Em)

0.5% increase in pensions increase rate 5,609,613
Sensitivity to +0.1% -0.1%
Discount rate 5,514,731 5,706,223
Long term salary increase 5,618,061 5,601,211
Pension increases and deferred revaluation 5,696,828 5,523,865
Sensitivity to +1 Year -1 Year
Life expectancy assumptions 5,879,433 5,352,534

21: Current assets
31 March 2020

31 March 2021

£000 £000
Other Investment Balances
Sales inc Currency - -
Investment Income Due 193 82
Recoverable Taxes 147 275
Total 340 357




31 March 2020 31 March 2021

£000 £000
Current Assets
Contributions receivable from employers and employees 13,436 10,870
Sundry Debtors 1,440 3,245
Cash 1,746 1,560
Total 16,622 15,675

22: Current liabilities

31 March 2020 31 March 2021

£000 £000
Investment Liabilities
Purchases including currency - -
Managers Fees (475) (775)
Total (475) (775)

31 March' 2020 31 March 2021

£000 £000
Current Liabilities
Pension Payments (inc Lump Sums) (264) (184)
Cash - -
Professional Fees (434) (64)
Administration Recharge (1,194) (51)
Sundry Creditors (882) (1,649)
Total (2,774) (1,948)

23: Additional voluntary contributions

Market value Market value

31 March 2020 31 March 2021

£000 £000

Prudential 21,221 17,695

The Pension Fund Scheme provides an Additional Voluntary Contribution (AVC) facility for scheme members. In
2020/21 the AVC provider changed some back office systems which have caused them unforeseen complications and
have therefore been unable to provide the Pension Fund with a complete statement for the 2020/21 finacial year. The
The AVC provider has released an estimate of the value of the Funds whilst they are ensuring the back office system is
operating as expected.

Information relating to the values at the 31 March 2020 are provided here. Some members of the pension scheme paid
voluntary contributions and transfers in of £2.277m to Prudential to buy extra pension benefits when they retire. £3.050m
was disinvested from the AVC provider in 2019/20. Contributions and benefits to scheme members are made directly
between the scheme member and the AVC provider. The AVC funds are not, therefore, included in the Pension Fund
Accounts.



24: Agency Services

The East Sussex Pension Fund pays discretionary awards to former employees on behalf of some employers in the
Fund. The amounts paid are provided as a service and are fully reclaimed from the employer bodies. The sums are
disclosed below.

2019/20 2020/21

£000 £000

East Sussex County Council 4,899 4,793
Brighton & Hove City Council 2,291 2,261
Eastbourne Borough Council 304 308
Magistrates 209 212
Hastings Borough Council 174 175
Wealden District Council 176 174
Rother District Council 115 111
Lewes District Council 73 71
South East Water 35 29
Brighton University 26 24
Mid-Sussex District Council 19 19
Westminster (used to be LPFA) 18 18
East Sussex Fire Authority 17 17
Capita Hartshead 16 14
London Borough of Camden 7 7
London Borough of Southwark 6 6
The Eastbourne Academy 6 6
West Midlands Pension Fund 5 5
West Sussex County Council 4 4
Torfaen Borough Council 4 4
Sussex University 3 3
Varndean College 2 2
London Borough of Ealing 2 2
East Sussex College Group 1 1
Plumpton College 1 1
Eastbourne Homes* 6 -
Newhaven TC 1 -

Total 8,420 8,267
* Eastbourne Homes liabilities have been included in the Eastbourne Borough Council figures for 2020/21.

25: Related party transactions

East Sussex County Council

The East Sussex Pension Fund is administered by East Sussex County Council. Consequently, there is a strong
relationship between the Council and the Pension Fund.

Each member of the Pension Committee is required to declare their interests at each meeting.

The Treasurer of the Pension Fund, and Members of the County Council and the Pension Committee have no material
transactions with the Pension Fund.

The Council incurred costs in administering the Fund and charged £1.9m to the Fund in 2020/21 (£1.2m in 2019/20).
The Council’s contribution to the Fund was £43.0m in 2020/21 (£42.5 in 2019/20). All amounts due to the Fund were
paid in the year. At 31 March 2021 the Pension Fund bank account held £1.6m in cash (£1.7m at 31 March 2020). The
average throughout the year was £8.4m (£6.0 in 2019/20).



25a: Key management personnel

The Chief Finance Officer of East Sussex County Council holds the key position in the financial management of the
East Sussex Pension Fund.

31 March 2020 31 March 2021

£000 £000
Short-term benefits 18 26
Post-employment benefits 3 5
Total 21 31

26: Contingent liabilities and contractual commitments

Outstanding capital commitments (investments) at 31 March 2021 totalled £232.3m (31 March 2020: £322.0m).

These commitments relate to outstanding call payments due on unquoted limited partnership funds held in the private
equity and infrastructure parts of the portfolio. The amounts ‘called’ by these funds are irregular in both size and timing,
typically over a period of between four and six years from the date of each original commitment.

At 31 March 2021, the unfunded commitment was £122.0m for private equity, £91.6m for infrastructure and £18.7 for
private debt. The commitments are paid over the investment timeframe of the underlying partnerships. As these
partnerships mature they are due to distribute capital back to investors. Commitments are made in US Dollars or Euros
and the figures presented here are based on relevant Sterling exchange rates as at 31 March 2021.

Exit Payments

There were 6 employers whose contracts were due to end by the 31 March 2021 where an exit credit may need to be
paid out. The Fund needs to obtain final information from the‘employers and then will need to commission the final
cessation report from the actuaries to ascertain if an exit payment is due for these employers.

GMP Reconciliation Project

The Guaranteed Minimum Pension (GMP) Reconciliation project was split into number stages for Local Government
Pension Schemes (LGPS). The Fund has completed. the discovery and.GMP reconciliation phases, which reviewed
data inconsistencies, raised issues with HMRC and agreed outcomes. GMP elements of LGPS pension where State
Pension Age is prior to 6 April 2016 has not increased in respect of the period 6 April 1978 to 5 April 1988. While the
Post 1988 GMP element in respect of the period 6 April 1988 to 5 April 1997 might be increased up to a maximum of
3% p.a. The Government increase the State Pension for the member fully on the Pre 1988 GMP element and for Post
1988 GMP element has only increased if CPlis above 3% p.a.

The effect of LGPS pensions not showing the correct-amount-of GMP for its members would mean that their pension
might be increased incorrectly. This can result in.underpayments and overpayments, at a member specific level. The
next stage which is GMP Rectification, will'amend LGPS pensions in line with the reconciled GMP information.
Rectification will also involve a significantmember communication exercise to explain the changes taking place.

HMRC have only recently provided the final reports required to complete the reconciliation so this means that the
rectification stage has been delayed until now. The contracted provider Mercer are currently commencing the
rectification project with the aim of completing the project by the 31st October 2021 at the latest. As such, we are
unable to quantify the under/overpayment liability values as at 31 March 2021

27: Contingent assets

There are 9 admitted body employers in the Fund that hold insurance bonds to guard against the possibility of them
being unable to meet their pension obligations. These bonds are drawn in favour of the pension fund and payment will
only be triggered in the event of employer default. In addition to these bonds, pension’s obligations in respect of 12 other
admitted bodies are covered by:

e 9 guarantees by local authorities participating in the Fund;
e 2 Parent company guarantee;
e 1 deposit held by East Sussex County Council

At 31 March 2021, the Fund has invested £354.5 million in private equity funds managed by Adams Street and
HarbourVest. The Fund has also invested £41.3 million in the M&G real estate debt fund VI and £116.8 million in the
infrastructure funds managed by UBS, Pantheon and Infracapital.

Following Rulings given by the European Court of Justice, along with a number of other local authority pension funds,
the East Sussex Pension Fund is pursuing the recovery of tax paid on certain dividends. If successful, this may be of
material benefit to the Fund. The amount, which may be recoverable, is not currently quantifiable.

28: Impairment losses

During 2020/21, the fund has not recognised any impairment losses.



29: East Sussex Pension Fund — Active Partici

Employer Name 2020/21 2021/22 2022/23
Payroll Amount Payroll Amount Payroll Amount
% £(000) % £(000) % £(000)

Brighton and Hove City Council 20.8 - 20.3 - 19.8 -
East Sussex County Council 17.6 6,141 17.6 5,568 17.6 4,966
East Sussex Fire and Rescue Service 17.9 164 17.9 137 17.9 109
Eastbourne Borough Council 19.9 - 19.4 - 18.9 -
Hastings Borough Council 17.6 538 17.6 508 17.6 476
Lewes District Council 24.1 - 23.6 - 23.1 -
Rother District Council 26.1 - 25.6 - 25.1 -
University of Brighton 18.2 - 17.7 - 17.2 -
Wealden District Council 17.6 576 17.6 538 17.6 499
Arlington Parish Council 221 - 216 - 211 -
Battle Town Council 221 - 21.6 - 211 -
Berwick Parish Council 22.1 - 21.6 - 21.1 -
Buxted Parish Council 22.1 - 21.6 - 21.1 -
Camber Parish council 221 - 21.6 - 21.1 -
Chailey Parish Council 221 - 21.6 - 21.1 -
Chiddingly Parish Council 22.2 - 216 - 21.1 -
Conservators of Ashdown Forest 22.1 - 21.6 - 21.1 -
Crowborough Town Council 22.1 - 21.6 - 21.1 -
Danehill Parish Council 221 - 21.6 - 211 -
Ditchling Parish Council 221 - 21.6 - 211 -
Fletching Parish Council 22:1 - 21.6 - 21.1 -
Forest Row Parish Council 22.1 - 21.6 - 21.1 -
Frant Parish Council 22.1 - 21.6 - 21.1 -
Hadlow Down Parish Council 221 - 21.6 - 21.1 -
Hailsham Town Council 22.1 - 21.6 - 21.1 -
Hartfield Parish Council 221 - 21.6 - 21.1 -
Heathfield & Waldron Parish Council 221 - 21.6 - 21.1 -
Herstmonceux Parish Council 221 - 21.6 - 21.1 -
Hurst Green Parish Council 22.1 - 21.6 - 21.1 -
Icklesham Parish Council 221 - 21.6 - 21.1 -
Isfield Parish Council 221 - 21.6 - 21.1 -
Lewes Town Council 221 - 21.6 - 21.1 -
Maresfield Parish Council 221 , 21.6 - 21.1 -
Newhaven Town Council 221 - 21.6 - 21.1 -
Newick Parish Council 221 - 21.6 - 21.1 -
Peacehaven Town Council 221 - 21.6 - 21.1 -
Pett Parish Council 221 - 21.6 - 21.1 -
Plumpton Parish Council 221 - 21.6 - 21.1 -
Ringmer Parish Council 221 - 21.6 - 21.1 -
Rye Town Council 22.1 - 21.6 - 21.1 -
Salehurst & Robertsbridge Parish Council 221 - 21.6 - 21.1 -
Seaford Town Council 221 - 21.6 - 21.1 -
Telscombe Town Council 221 ; 21.6 - 21.1 -
Uckfield Town Council 221 ; 21.6 - 21.1 -
Wartling Parish Council 221 - 21.6 - 21.1 -
Willingdon and Jevington Parish Council 221 - 21.6 - 21.1 -
Wivelsfield Parish Council 221 - 21.6 - 21.1 -
Annecy Catholic Primary Academy 15.5 - 15.0 - 14.5 -
Aquinas Trust 21.0 - 20.5 - 20.0 -
ARK Schools Hastings 20.6 - 20.1 - 19.6 -




Employer Name 2020/21 2021/22 2022/23
Payroll Amount Payroll Amount Payroll Amount
% £(000) % £(000) % £(000)

Aurora Academies Trust 20.4 - 19.9 - 19.4 -
Beacon Academy 23.0 - 225 - 220 -
Beckmead Ropemakers Academy 16.3 - 16.3 - 16.3 -
Bexhill Academy 22.9 - 22.4 - 21.9 -
Bilingual Primary School 15.6 - 15.1 - 14.6 -
Breakwater Academy 17.0 - 16.5 - 16.0 -
Burfield Academy (Hailsham Primary) 20.0 - 19.5 - 19.0 -
Cavendish Academy 20.5 - 20.0 - 19.5 -
Diocese of Chichester Academy Trust 24.4 - 23.9 - 23.4 -
Eastbourne Academy 21.2 - 20.7 - 20.2 -
Falmer (Brighton Aldridge Community Academy) 20.0 - 19.5 - 19.0 -
Gildredge House Free School 19.6 - 19.1 - 18.6 -
Glyne Gap Academy 21.4 - 20.9 - 20.4 -
Hailsham Academy 20.0 - 19.5 - 19.0 -
Hawkes Farm Academy 16.4 - 15.9 - 15.4 -
High Cliff Academy 20.0 - 19.5 - 19.0 -
Jarvis Brook Academy 14.5 - 14.0 - 135 -
King's Church of England Free School 16.2 . 15.7 - 15.2 -
Langney Primary Academy 13.4 N 12.9 - 12.4 -
Ore Village Academy 18.5 - 18.0 - 17.5 -
Parkland Infant Academy 14.8 - 14.3 - 13.8 -
Parkland Junior Academy 14.4 A 13.9 - 13.4 -
Peacehaven Academy 13.0 - 12.5 - 12.0 -
Pebsham Academy 19.5 R 19.0 - 18.5 -
Phoenix Academy 20.4 - 19.9 - 19.4 -
Portslade Aldridge Community Academy 19.9 = 19.4 - 18.9 -
King's Academy Ringmer 20.8 - 20.3 - 19.8 -
SABDEN Multi Academy Trust 23.6 - 23.1 - 226 -
Saxon Shore Academy 227 - 227 - 22.7 -
Seaford Academy 21.1 - 20.6 - 20.1 -
Seahaven Academy 215 - 21.0 - 205 -
Shinewater Primary Academy 14.5 - 14.0 - 13.5 -
Sir Henry Fermor Academy 14.8 - 14.3 - 13.8 -
The South Downs Learning Trust 12.2 - 11.7 - 11.2 -
The Southfield Trust 14.4 - 13.9 - 13.4 -
Torfield & Saxon Mount Academy Trust 226 - 221 - 21.6 -
University of Brighton Academies Trust 20.0 - 19.5 - 19.0 -
White House Academy 17.5 - 17.0 - 16.5 -
Bexhill College 21.2 - 21.2 - 21.2 -
Brighton, Hove & Sussex Sixth Form College 19.8 - 19.8 - 19.8 -
East Sussex College Group 20.7 - 20.7 - 20.7 -
Plumpton College 18.9 - 18.9 - 18.9 -
Varndean Sixth Form College 19.8 - 19.8 - 19.8 -
BHCC - Wealden Leisure Ltd 33.0 11 33.0 - 33.0 -
Biffa Muncipal Ltd 28.8 - 28.8 - 28.8 -
Brighton and Hove CAB 0.00 - 0.0 - 0.0 -
Brighton Dome & Festival Limited (Music & Arts

Service) 0.0 - 0.0 - 0.0 -
Care Outlook Ltd 0.0 - 0.0 - 0.0 -
Care Quality Commission 49.2 92 49.2 92 49.2 92
Churchill St Leonards 29.7 - 29.7 - 29.7 -
Churchill St Pauls 34.1 - 34.1 - 34.1 -
De La Warr Pavilion Charitable Trust 4.8 - 4.8 - 4.8 -




Employer Name 2020/21 2021/22 2022/23
Payroll Amount Payroll Amount Payroll Amount
% £(000) % £(000) % £(000)

Eastbourne Homes - SEILL 19.2 - 19.2 - 19.2 -
East Sussex Energy, Infrastructure &

Development Ltd (ESEIDL) 29.2 13 29.2 13 29.2 13
EBC - Towner 31.0 7 31.0 7 31.0 7
ESCC - NSL Ltd 3.6 - 3.6 - 3.6 -
Glendale Grounds Management Ltd 29.4 - 29.4 - 29.4 -
Grace Eyre 0.0 - 0.0 - 0.0 -
Halcrow Group Ltd 54 - 5.4 - 5.4 -
Just Ask Estates Ltd 32.6 3 32.6 - 32.6 -
Nviro Ltd 35.3 - 35.3 - 35.3 -
Optivo 45.8 920 45.8 920 45.8 920
Royal Pavilion & Museums Trust 17.8 - 17.8 - 17.8 -
Sussex County Sports Partnership 18.2 - 17.7 - 17.2 -
Sussex Housing & Care 0.0 - 0.0 - 0.0 -
Telent Technology Services Ltd 20.8 - 20.8 - 20.8 -
Wave Leisure - Newhaven Fort 0.0 - 0.0 - 0.0 -
Wave Leisure Trust Ltd 0.0 - 0.0 - 0.0 -
WDC - Wealden Leisure Ltd 33.0 £ 33.0 - 33.0 -
Wealden Leisure Ltd - Portslade Sports Centre 0.0 - 0.0 - 0.0 -
White Rock Theatres Hastings Ltd 0.0 - 0.0 - 0.0 -




30: Investment Performance

The County Council uses an independent Investment performance measurement service, provided by Pensions &
Investment Research Consultants Ltd (PIRC), which measures the performance of the Fund compared with 62 other
local authority pension funds. Pension Fund investment is a long-term business so as well as showing the annual
performance of the Fund, comparison to peers over longer periods is also detailed below.

Performance relative to the Fund’s strategic benchmark

1 year 3 years 5 years 10 years
(%) (%p.a.) (%p.a.) (Yop.a.)
Fund 22.1 7.8 9.0 8.2
Benchmark 19.5 6.5 8.1 7.0
Relative* 2.6 1.3 1.0 1.2
Investment performance relative to peer group
1 year 3 years 5 years 10 years
(%) (%p.a.) (%p.a.) (Yop.a.)
Fund 22.1 7.8 9.0 8.2
Local Authority Average 22.8 7.6 9.5 8.3
Relative* (0.6) 0.2 (0.5) (0.2)

The Fund underperformed the (weighted) average local authority fund over the year by 0.6% (1.3% outperformance
2019/20), ranking the East Sussex Fund in the 69 percentile (48" 2019/20) in the local authority universe. Over three
years the fund outperformed by 0.2% (inline 2019/20) and was placed in the 56 percentile (551" 2019/20). Over five
years the fund underperformed by 0.5% (0.1% outperformance in.2019/20) and was placed in the 67 percentile (37t
2019/20). Over ten years the fund years, the fund underperformed by 0.1% (0.1% underperformance 2019/20) and was
placed in the 54 percentile (45" 2019/20).

*Relative performance is calculated on a geometric basis as follows:
((1+ Fund Performance ) / ( 1 + Benchmark Performance ) ) - 1

As opposed to the simpler arithmetic method, the geometric method makes it possible to directly compare long-term
relative performance with shorter-term relative performance.





