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CHAPTER 3 \ THE GUIDANCE

ANNEX 1

Annual report checklist

Set out below is a summary of must, should and may disclosures for LGPS annual reports.

L sthememanagementandadvisors ot o \
The report must list the names and contact detauls for YES | NS-hitAe
1-1 B the officers responstble for the fund YES [-NEH7A
1-2 ® investment managers used by the fund YES | NG--bA
1-3 ® the fund custodian YES | N
1-4 M AVC providers YES | NOHHA
1-5 B the fund actuary YES | MOJ-hsR
1-6 B legal advisors WA | N/A
1-7 W bankers to the fund YES | NOrE—
1-8 B the external auditor YES | NSHA—
1-9 B the scheme administrators YES | NOHitE
1-10 W any independent advisors YES | NOA—
R ﬁmana efﬁé}mty i <’ A R % D s AR
The report should explam YES | NO | N/A
2-1 B how nsk managernent 1s integrated within the HES] NO | MrAe
governance structure
2-2 B how risks are identified, managed and reviewed. This YEST NO | M-
might for example include
2-3 B asummary of the key nsks and what actions are being ~ ¥E5 | NO | b~
taken to rmtigate those risks
2-4 B how assurance is sought over third party operations, eg  YES | NS-HRHA
ISAE 3402 (f AAF 01/06) and SSAE16/70 reports
2-5 B levels of assurance gamned from internal audit work YES | NOJ-MZA
2-6 B how investment risk 1s managed YES | Ne-i-NfA
‘3@%@[’ ‘&FmanEiiﬁ?mrfonance o : e %g j ?j%, = ) R (; » iw/‘\“;f ol

The report must provide an overview of the fund’s financial  YES | T B

performance which mncludes

3-1 B current year performance agawnst budget, mghlighting  ¥ES-| NO | N#A-
and explawning any significant vanances
3-2 B a brief commentary on the movement in non- YES | Mo-HHA-

investment assets and liabilities {or a cross-reference to

where this can be found n the financial statements)
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Yes/no/maot

appllcable

n Informatlon about the level of contributions as a YES | NO--hhih-
% of pensionable pay, the timeliness of receipt of
contributions and whether the option to levy interest on
overdue contributions has been exercised

Comments

3-4

W forecast v outturn report on the penston fund cash flows ¥EG| NO | NfA~

3-5

B details of pension overpayments, recoveries and YESNG | N/A
any amounts written off, including the resuits of
participation in (NFI) exercises (data matches,
overpayments 1dentified, actions taken, ete)

The financial overview should also include

3-6

B details of the net operational expenses of administening  YES | N8-HHA
the fund, 1dentifying as a minimum staff costs {both
direct and internal recharges), premises, IT, supplies
and services, costs of democracy and any other costs
and income

3-7

W details of benefits payable, transfers in and out, YES [-NO-[ A
plus income from contributions from members and
employers, showing a net inflow or outflow to the fund

B The financial overview may also include longer term YES NO | MtA-
forecasts of income, expendlture and cash flows

Bt i - I xw; xés,; }54: it ?*H!‘s)

4/

o

%) - 2 m “” ,g“ L i
4 P siongycheme adrmmstratmn % ‘ g i & w . g P : S
The annual report must include the followmg
4-1 W analysts of membership data (active, deferred YES | NE&4A
pensioners and leavers)
4-2 B a list of contributing employers analysed by YES | N&HrA-
admitted and scheduled bodies showing the value
of contributions recewed from both employer and
employees during the year
4-3 B details of new pensioners analysed by tll health, early  ¥ES{ NO [NéA
and normal retirements
The annual report must include a descnpticn of key
admiistration activities includng.
44, B services provided to members, pensioners and YES [NQJ-hiza
employing bodies, together with an explanation of how
these services are delivered
4-5 W a statement on value for money ¥ES NO | M2
4-6 B a summary of key performance data and qualitative YES | N&HA
information
4-7 B asummary of key financial information and staffing YES | NS{-A—
levels
Key performance data should include
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Yesmo/mot Comments

4-8 B caseload analysis YES | NETR
4-9 E accuracy of membership data VES| NO | e

4-10 M the percentage of pensions transactions completed on  YES | NG-JHAA
time against targets

4-11 B satisfaction levels of employers and members ¥ES | NO | NAR
4-12 B8 numbers of complawnts and complaints as a percentage -YES | NO | A
of workload
Fiancial indicators of administrative efficiency should YES | NO | N/A
nclude
4-13 B uni costs per member MES | NO | MR
4-14 M benchmarking of unit costs against appropriate YES'| NO | NPA-
comparators
Key staffing indicators should include. YES|NO| N/A
4-15 M staff numbers and trends ¥E5 | NO | M4A
4-16 W staff to fund-member ratios YES | NO | AR
4-17 B average cases per member of staff ¥ES | NO | N4

4-18 B benchmarking of staffing levels aganst appropnate YES | NO | Nf&x
comparators

A CIPFA workang group has recommended that the
followang information 1s collected and the results should
be summarised in the annual report

4-19  Time taken to process the following

B acknowledgement of death YES | NO | hua,
W death benefit and/or survivor pension YES | NoJhA
8 provide pension or CETV estimate YES | MO
H payment of lump sum retirement YES | NO |NA&
B calculate and notify deferred benefits FES NO | NA
B transfers n and out YES | NOJ-bitA
E calculate and pay a refund YES | NO A
E send formal notification of joining NES | NO | A

4-20  Actual time taken compared to legal requirements and YES | ho-HhA
internal target/SLA KPI

4-21 Numbers of each case tuype processed each year and YES | NeHA
outstanding at the year end

4-22  Average caseload per FTE YES | NO | MfAe

4-23  Satisfaction levels of employers and members ¥ES | NO | A~

4-24 Admunistration, oversight and governance — unit costs per  YES| NO | NA—
member.

4-25  Staff to fund-member ratios ¥ES.| NO | NA-
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Yes/nomot Comments

applicable
4-26  The annual report should summarise YES | NO-HbA—
B helpdesk arrangements and information available to

members and employees via websites, self-service
options and other information sources

4-27 B contact detals YES | N+
4-28 B explanafion of any outsourcing arrangements VESHNE | N/A

4-29 E® momtoring arrangements for gathering assurance over  YES | NG
the effective and efficient operation of these operations

This section may also contain:

4-30  H anouthne of the fund's internal dispute resolution VES | M8
procedure, any new dispute cases ansing during the
year and how these have been resolved

B contact details for the Pensions Advisory Service and
the Pensions Ombudsman

B nformation on how to access any policies or guidance
produced by the LGPS for employing bodies or

members
SR I R G el Wwel L r. L Ry | h R
# Investmeni: Polieg*ﬁnd Performance Repcrté%;%: S § }é”‘ @ e ::;&\& ; ﬁi&%zj

5-1 The planned asset allocation must be stated along with the YES | NG-I-H-IA
actual asset allocation for the financial year

5-2 Investment performance must be set out for each asset YES | HO-hA
class and fund manager against the benchmarks set for
one year, three years and five years

5-3 Pension funds may wish to explain any responsible YES | N2
mnvastment policies and any environmental, social and
governance policies along with voting arrangements and
other inthatives such as engagement with companies and
any collaborafive ventures with other funds

5-4 The report may also: YES | N&-H¥A
B outline the fund's approach to the UK Stewardship Code

5-5 B list any bodies of which the fund 1s member, subscriber  YES| NO | N
or signatory, such as NAPF, LAPFE, UKSIF, UNPRI, etc

5-6 ® record how voting nights have been exercised ¥ES | NO | Ni-

5-7 B explain what actions have been taken to pursue ¥ES| NO | MR
responsible investment aims

5-8 W explamn actions taken to demonstrate compliance with  YES | No-H&A-
the Myners principles or any other code of prineiples
adopted
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ANNEX 1\ ANNUAL REPORT CHECKLIST

5-9 This sectlon of the report must also mclude detalls of YES | N
mvestment adrmimstration and custody, describing whao
looks after which part of the portfolio if this has not already
been reported elsewhere
6. Investment ‘managerent, costsiff / /i - S Lo g Sord
6-1 Pension funds should take steps to identify fees and costs  ¥ES | NO | M-
wncurred by third parties which impact on overall return
acheved, and explan these in the annual report
6-2 The annual report should help readers understand the
relationship between costs, risks and return associated with
the pension fund portfolio Areas for consideration might
include the costs and related returns from:
B active v passive portfolios YESTNG | N/A
B different asset classes including alternatives YES | NO | M
B pooled funds, layered funds and ‘fund of fund’ TES | NO |NFA
arrangements
M different fund managers YES | NO | N
6-3 The annual report should explain how the pension fund s ¥ES| NO | MR~
responding to the Scheme Adwvisory Board's Transparency
Code and what use 15 being made of information obtained
from fund managers usmg the Scheme 5 template reports
7 :> itf\ Post pool reportmg L. ri ST IR jl”‘i W
7-1 [nvestments analysis by fund manager must be splhit YES | NO | Nf2-
between assets transferred, and not yet transferred, to
national pools
7-2 The annual report must include details of pool set up costs
&g
B share purchase/subscription costs YES | N+
B other working capital provided eg loans VESHNE-| N/A
W staff costs YES | Ne-H¥A
W accommodation costs YES | NEA
W other services provided eq IT costs YES | NOHNAA
B transition fees and taxes YES | NO-h4A
B recrurtment YES | NO-HNA
W legal YES | NeH-A
M procurement YES | NeHN7A
7-3 Details of set up costs should be presented alongside the  YES | NS/

total savings expected from pooling and the in-year and
cumulative savings achieved to date
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Comments

Yes/nomot
applicable

Analysis of ongomg mvestment management costs must ~ YES|NG | N/A

be sphit between pooled and non-pooled assets

To measure the extent to which pension funds have saved  YES | NOHA
fees as a result of pooling, the annual report should include

details of ongoing fee savings based on the price and

quantity variance methodology set out in the Post Pooling

Guidance report

Annual reports should compare gross and net investment — ¥ESHNE| N/A
yteld for each class of asset, analysed between pooled

and non-pooled investments and comparing actual return

achieved durning the year to the relevant passiwve return

index (for quoted investments) or the local target return

{for non-quoted investments)

Where tables are used to provide the datan 7-2 to 7-6 YES | RO
above, the tables should be clearly explained

Narrative commentary should explain changes to YESNO | N/A

mvestment costs 1 terms of

B change 1n the value of assets under management
and how this is spht between pooled and non-pooled
investments

B changes in investment strategies and asset allocations

B changes implemented as a result of pooling, such as
re-balancing of direct vs pooled investments, changes in
the split of active and passive investments, renegotiated
fund mandates, new fee structures {eg changes to ad
valorem fees) or new suppliers

B changes n the supplier market (eg regulation,
competition, nnovation)

B exceptional costs, mcluding costs of establishing pools
and transitioning to them

B ncreased transparency — changes in the way the
information 15 presented

® any other factors

7-9

Annual reports must include YES | NS4
the name and contact detals of the regional pool operator

7-10

planned versus actual asset allocation —within the pool
and otherwise

Annual reports should also include the following
information relating to the regional asset pool

7-11

a summary of wdentified nisks relating to pooling YES{-NG | N/A
arrangements
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Yes/no/mot Comments

appllcable

B acopyor summarg of the annual report from the asset YESHH0-] N/A

pool oversight commttee

The pension fund may also wish to disclose

7-12

B how the pension fund and pool operator respectively YESHNO | N/A
are exercising voting nghts and taking action to pursue
responsible investment commitments

B what action the pool operator is taking to demonstrate  YESHNO | N/A
compliance with the Myners principles

B information relating to knowledge and skills and YESHNO-| N/A
training relevant to asset poohng

i

-3

Actuarialrepert’, i T % bl Cyes|No|wA 0 D T

Y ok

8-1

The annual report must include a statement by the actuary YES | NO4-N#&
setting out the pension fund's overall level of funding as
reported at the last trienmal valuation

It should also include

8-2

B a summary of the last tnenmal valuation report and YES | MNE-HNMA-
details of where the full version of the actuanal report
can be obtained

8-3

In addition the pension fund may wish to disclose YES| NO |-hlA.

B the results of any interim valuations

8-4

8 where such monitoring 1s undertaken, the results of YESHE | N/A
any momtoring of key vanables such as longevity
experience, 1l health retirements and use of
discretionary powers impactmg on the fund’s solvency.

T
MR

ey

AD

e
P

o
.

Ry Govemance pohcg and compllance statement* e

s

Regulation 31 of the Adrmnistration Regulations 2008
(Regulation 55 of The Local Government Pension Scheme
Regulations 2013) (Regulation 27 in Scotland) prescribes
the content of this statement which must be included in
the annual report

This section of the annual report should also include:

9-1

An outhine of the overall governance structure for the YES | NOTNFA
pension fund and the roles and responsibitities of each

element wathin the structure {including whether the

element 15 executive or advisory)

9-2

Terms of reference for the pensions commttee (or YES | NO-HA
equivalent), local pensions board and related sub-
committeas or advisory panels

9-3

Membership of each panel/committee during the year with  YES | NeH{-#-
a matrix showing for each member

9-4

B yvoling rights YES | NO-HA-
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applicable

9-5 B attendance at meetings YES | NOJMAA
9-6 B trawmng received during the reporting perod YES | NOivA
9-7 Policy and processes for managing any conflicts of nterest  YES | NOHN/A
9-8 The annual report from the local pensien board YES| NO |dAe
9-9 Annual reports should include some form of commentary  YES | No{-N/
to llustrate how governance works n everyday terms for
the reader This may include, for example:
B explanations of how codes of conduct operate in
practice
B how the CIPFA Knowledge and Skills Framework has
been apphed
B details of training offered and take-up {traimng 18
mandatory for local pension board members but not for
a pensions committee).
9-10  how the fund and pool operator are meeting the ¥ES| NO |2
requirements of the CIPFA/SOLACE Good Governance
Framework
i B Fa e A ST o L m;{{:g;é;y\:i%b e ;ﬂ%\\g@x ig%?»%w@: A ,’< T {?@(%\% T T oh g
110 ““Financial stafements. TR *‘"’&%ﬁ%@% L S ;
10-1  The annual report must include the fund's full financial YES | NOTIUA
statements 1e the fund account, net asset statement and
disclosure notes
10-2  The annual report must also contain a copy of the external  YES | NO{N/A—
auditor's opinion on these accounts
== R ;mx S ] . R : xi? gy{ g -, P :e%:“ Py 3 A e - 7 T~ ~
11 ealirg with employingbodies i | Y B s T
11-1  The annual report must include a summary of the number  YES | NON/A
of employers in the fund analysed by scheduled bodies and
admitted bodies which are active {with active members)
and ceased (no active members but with some outstanding
liabilities) The data should be shown in tabular format
The annual report should set out the arrangements for
dealing with employer bodies Examples may include
11-2 B service standards set and agreed between the fund and ~ YES | N&-{/A
each employer
11-3 M the provision of named pensions contacts for the YES | N&HHA
employer
11-4 W an employer discretions policy document YES | MO-NAA
11-5 B anew admssions policy ¥ES | NO | NfA~
11-6 B pensions advice for emplouers entering nto YES | NONfA—=
cutsourcing/TUPE arrangements
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Yeslnolnot Comments

11-7 B requirement for annual statements of compliance
regarding the administration of the scheme by each
employer

_ap lcable

11-8 B the timeliness of data submissions by the employer

YES | N2

11-9 W the timeliness of employer respanses to fund queries

YES | No{A

11-10 The report should set out any use of powers to seek
compensation from employers in respect of any service
standard breaches

VES | NGHNA

Com’mumcatlons Pollcg Statement v
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12-1 For English and Welsh pension funds, Regulatlon 61 of

the Administration Regulations requires them to prepare,
matntawn and publish a wrtten statement of their policy
concerning communication with members, representatives
of members and employing authonties This must be

mcluded in the annual report

YES | N@-|-N/A.

Pension funds are required to prepare, publish and
maintatn funding strategy statements (FSS) under
Regulation 58 of The Local Government Pension Scheme
Regulations 2013) (Regulation 31 in Scotland) For the
purposes of the pensicn fund annual report, the statement
as it stood at the end of the reporting penod must be
reproduced in full.

YES | NN

This section of the report should also include a
commentary on matters relating to the implementation
and application of the funding strategy statement during
the penod, such as

13-2 B mmplementation of any contnbution increases

YES | NO-J-N/A

13-3  # management of admitted bodies

YES | NO--N/A

13-4 B anybonds or any other secured funding arrangements

entered into

YES | NOJ-MA

Links between the FSS and 155 should be set out in the
annual report

VES | NO-hA

> R T RS s T I s M S Lo
e : = - wnTE A N
_lfvestment stiatégy statement . " - 7T o

Pension funds are required to prepare, maintain and
publish an investment strategy statement (ISS), which
replaced the previous statement of mvestment principles
(SIP)1n 2016/17 The annual report must include the
current version of the ISS.

YES | Nﬂ"I‘N’m

14-2 The Annual report should set out the extent to which the
15S and FSS meet statutory guidance and explain the

reasons for any areas of non-compliance 1dentified

YES | NON/A
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Yes/mo/not Comments

applicable

14-3  The ISS should explain how the pension fund mtends to MES | NO | NiA~
transition funds to the reqional asset pool, setting out
expected timings, mandates affected etc

Ea i o N . Rk CEEL Vo
‘1511205, 0ther material b B

<
[

For example, funds may wish to include

15-1 B the statement of complhance with the CIPFA Code of YES | NO-{-N/A
Practice on Public Sector Pensions Finance Knowledge
and Skalls

15-2 @ ewidence to demonstrate compliance with the code YES | NO-N#A-
of practice, reports on officer and member training
undertaken during the year (if not reported elsewhere),
skills and knowledge reviews, planned training events
ete

15-3 W therole played by internal audit in providing assurance  YES | NE€--NA
and managing risk, and a summary of assurance
actwity undertaken dunng the year

15-4 M other policy documents or strateqies in place or under  YES | NGN/A
development

15-5 B acommentary on how employer discretions have been  YES | NOJh#A
exercised in the reporting perod

15-6 W aglossary of commonly used pension fund terms to aid  YES | NO--N/A

readers.
15-7  Chawrman's report YES | NG{-Ntx
The annual reports must include YES-NE- N/A
16-1  astatement of responsibilities YESHNG | N/A
16-2  approval and 1ssue dates YES|NG | N/A
16-3  anannual governance report, based on YESN | N/A
W compliance with CIPFA/SOLACE framework YES-MG | N/A

B outcomes from internal audit coverage/head of internal  YESTN® | N/A
audit assurance report

® third party assurance reports. YESTNOT N/A
Must be included for Scottish pension funds only
16-4  Amanagement commentary YESTHEHN/A
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