Appendix A

Proposed new Terms of Reference for the Lancashire Local Pensions
Board.

1.

a)

b)

d)

f)

¢)]

Role and remit of the Board.

To assist Lancashire County Council as Administering Authority in its
role as Scheme Manager:

i. to secure compliance with the LGPS regulations and any other
legislation
relating to the governance and administration of the LGPS;

il to secure compliance with requirements imposed in relation to
the LGPS by the Pensions Regulator; and

iii. in such other matters as the LGPS regulations may specify

To ensure the effective and efficient governance and administration of
the LGPS for the Lancashire County Pension Fund;

To provide the Scheme Manager with such information as it requires to
ensure that any member of the Pension Board or person to be
appointed to the Pension Board does not have a conflict of interest.

To review and scrutinise governance processes and procedures to
ensure that the Lancashire County Pension Fund is managed and
administered effectively and efficiently and complies with the code of
practice on the governance and administration of public service
pension schemes issued by the Pension Regulator.

To meet sufficiently regularly to discharge its duties and responsibilities
effectively, but not less than four times in any year.

To review the key policy documents to ensure they are fit for purpose.

The Pension Board must assist the Scheme Manager with such other
matters as the scheme regulations may specify. It is for scheme
regulations and the Scheme Manager to determine precisely what the
Pension Board'’s role entails. This roles involves but is not limited to
oversight and comment on:

i Assist with the development of improved customer services

ii monitor performance of administration, governance and
investments against key performance targets and indicators.

iii Review the effectiveness of processes for the appointment of
advisors and suppliers to the Administering Authority



h)

k)

2.

iv Monitor investment costs including custodian and transaction

costs.
% Monitor internal and external audit reports.
Vi Review the Risk Register as it relates to the scheme manager

function of the Authority.

Vil Assist with the development of improved management,
administration and governance structures and policies.

viii Review the outcome of actuarial reporting and valuations.

iX Assist in the development and monitoring of process
improvements on request of Committee.

X Assist in the development of asset voting and engagement
processes and compliance with the UK Stewardship Code.

Xi Any other area within the core function (ie. Ensuring effective
and efficient governance of the Scheme) the Board deems
appropriate.

To review the outcome of internal and external audit reports in relation
to the Fund.

To make such recommendations to the Pension Fund Committee
and/or Full Council as it considers appropriate in relation to any matter
that the Board considers may improve the performance of the Fund

To submit in March each year a proposed annual work plan to the
Pension Fund Committee for the forthcoming financial year

To carry out any activities relating to the efficient governance and

administration of the Fund which the Pension Fund Committee or Full
Council may request the Board to undertake

Membership and Appointment Process

The Pension Board shall consist of 9 members and be constituted as follows:

a)

4 employer representatives, of whom:

i. 2 shall be nominated by Lancashire County Council, where these
are councillors or officers they shall meet the requirements of the
relevant regulations in relation to avoidance of conflict with the
County Council's role as Administering Authority;



i. 1 shall be nominated by the Unitary, City, and Borough Councils
and the Police and Fire bodies which are employers within the
Lancashire County Pension Fund; and

iii. 1 shall be nominated by all other employers within the Fund.
b) 4 scheme member representatives of whom:

I 2 shall represent and be drawn from active members of the
Lancashire County Pension Fund;

ii. 1 shall represent and be drawn from pensioner members of the
Lancashire County Pension Fund; and

iii. 1 shall represent and be drawn from deferred members of the
Lancashire County Pension Fund.

c) 1 independent member selected by the Scheme Manager, who shall
not be a member of the Lancashire County Pension Fund and who
shall be appointed as Chair of the Board. Such appointment will only
be made following an openly advertised competition for the role.

Members in all categories will only be appointed to the Board by the Scheme
Manager if they meet the skill and knowledge requirements set out in the
relevant regulations and guidance, and as set out in Section 7 below.

Members of the Board in categories a) iii., and b) i., ii., and iii., shall only be
appointed after all employers or members of the Fund in those categories
have been invited to put forward nominations. Where there is more than one
nomination in any category then any nominee who meets the relevant
knowledge and skills requirement will be included on a ballot of all members
or employers in the relevant category. The winner in such a ballot will be the
candidate with the greatest number of votes under the "first past the post"
method.

Members of the Board will serve for a maximum of 8 years. Other than as a
result of retirement at the expiry of this period the term of office will come to
an end:

a) For employer representatives who are councillors if they cease to hold
office as a councillor;

b)  For employer representatives who are not councillors when they cease
to be employed by the employing body where they were employed on
appointment;

c) For scheme member representatives if they cease to be a member of
the relevant member group.

Each Board member should endeavour to attend all Board meetings during
the year and is expected to attend all meetings. Given the nature of the Board
as a supervisory body and the need for appropriate knowledge and skills and



the clear avoidance of conflicts of interest substitute members are not
permitted.

In the event of consistent non-attendance by any Board member, then the
tenure of that membership should be reviewed by the other Board members in
liaison with the Scheme Manager.

Other than by ceasing to be eligible as set out above, a Board member may
only be removed from office during a term of appointment by the unanimous
agreement of all of the other members. The removal of the independent
member requires the consent of the Scheme Manager.

3. Quorum

The Board shall not be quorate unless the Chair and at least 2 employer
representatives and 2 scheme member representatives are present.

4, Conflicts of Interest

The policy of the Board regarding identifying conflicts of interest is as set out
in Appendix 'E' of the County Councils Constitution.

5. Board Review Process

The Board will undertake each year a formal review process to assess how
well it and its members are performing with a view to seeking continuous
improvement in the Board’s performance.

6. Advisers to the Board

The Board may be supported in its role and responsibilities through the
appointment of advisers, in addition to the Scheme Manager's officers and the
Fund's various advisers and shall, subject to any applicable regulation and
legislation from time to time in force, consult with such advisers to the Board
and on such terms as it shall see fit to help better perform its duties.

The Board shall ensure that the performance of the advisers so appointed is
reviewed on a regular basis.

7. Knowledge and Skills

A member of the Pension Board must be conversant with:

a) The legislation and associated guidance of the Local Government
Pension Scheme (LGPS).



b)  Any document recording policy about the administration of the LGPS
which is for the time being adopted by the Lancashire County Pension
Fund.

A member of the Pension Board must have knowledge and understanding of:
a) The law relating to pensions, and

b)  Any other matters which are prescribed in regulations.

It is for individual Pension Board members to be satisfied that they have the
appropriate degree of knowledge and understanding to enable them to
properly exercise their functions as a member of the Pension Board.

In line with this requirement Pension Board members are required to be able
to demonstrate their knowledge and understanding and to refresh and keep
their knowledge up to date. Pension Board members are therefore required to
maintain a written record of relevant training and development.

Pension Board members will undertake a personal training needs analysis
and regularly review their skills, competencies and knowledge to identify gaps
or weaknesses.

Pension Board members will comply with the Scheme Manager’s training
policy.

8. Board Meetings — Notice Minutes and Reporting

The Scheme Manager shall give notice to all Pension Board members of
every meeting of the Pension Board, and shall ensure that all papers are
published on the Lancashire County Pension Fund Website at least 5 working
days prior to each meeting. These may at the discretion of the Scheme
Manager be edited to exclude items on the grounds that they would either
involve the likely disclosure of exempt information as specified in Part 1 of
Schedule 12A of the Local Government Act 1972 or it being confidential for
the purposes of Section 100A(2) of that Act and/or they represent data
covered by the Data Protection Act 1998.

The Scheme Manager shall ensure that a formal record of Pension Board
proceedings is maintained. Subsequent to each meeting the Chair will be
asked to approve the minutes for publication as a draft and circulation to all
members of the Board.

The Pension Board shall produce an Annual Report on both the nature and
effect of its activities for consideration by the Administering Authority. The
contents of this annual report will be subject to consideration and agreement
at a meeting of the Board, but should include, inter alia:



a) Details of the attendance of members of the Board at meetings;

b) Details of the training and development activities provided for members
of the Board and attendance at such activities;

c) Details of any recommendations made by the Board to the Scheme
Manager and the Scheme Manager's response to those
recommendations;

d) Details of the costs incurred in the operation of the Board

The Board in considering items of business at its ordinary meetings shall in
relation to each item consider whether it wishes to make a recommendation to
the Scheme Manager, to which the Scheme Manager shall respond at the
subsequent meeting.

9. Standards of Conduct

The role of Pension Board members requires the highest standards of
conduct and therefore the “seven principles of public life” will be applied to all

Pension Board members and embodied in their code of conduct.

These principles are:

. Selflessness

. Integrity

. Objectivity

. Accountability
. Openness

. Honesty

. Leadership

10. Decision making

Each member of the Pension Board will have an individual voting right but it is
expected the Pension Board will as far as possible reach a consensus. The
Chair of the Pension Board will not have a final deciding vote.

11. Publication of Pension Board information

Scheme members and other interested parties will want to know that the
Lancashire County Pension Fund is being efficiently and effectively managed.
They will also want to be confident that the Pension Board is properly
constituted, trained and competent in order to comply with scheme
regulations, the governance and administration of the scheme and
requirements of the Pension Regulator.



Up to date information will be posted on the Lancashire County Pension Fund
website showing

. The names, contact details and other relevant information about the
Pension Board members;

. How the scheme members are represented on the Pension Board

. The responsibilities of the Pension Board as a whole;

. The full terms of reference and policies of the Pension Board and how
they operate;

. Details of the Pension Board appointment process;

. Any specific roles and responsibilities of individual Pension Board
members.

The Scheme Manager will also consider requests for additional information to
be published or made available to individual scheme members to encourage
scheme member engagement and promote a culture of openness and
transparency.

12.  Accountability

The Pension Board will be collectively and individually accountable to the
Scheme Manager.

13. Expense Reimbursement and Remuneration

All members of the Board shall, on the production of relevant receipts be
reimbursed for travel and subsistence expenses they have actually and
necessarily incurred in the conduct of their duties as a member of the Board,
including attendance at relevant training and development activities.

Members of the Board shall be reimbursed a mileage allowance for use of
their own car at the rate proscribed by HM Revenues and Customs from time
to time as adopted by Lancashire County Council.

Where members of the Board are in employment their employer will be able to
reclaim from the Lancashire County Pension Fund a sum equivalent to salary,
employers' national insurance contributions and employers' pension
contributions, in respect of time spent by the individual in fulfilling their duties
as a member of the Board, including attendance at relevant training and
development activities.

The Chair of the Board shall receive a fixed annual allowance set initially
(2015) at £10,000 pa (in addition to travel and subsistence expenses) to be
inflated in April each year by the Retail Price Index for the previous
September.



14. Reporting Breaches

Any breach brought to the attention of the Pension Board, whether potential or
actual, shall be dealt with in accordance with the procedure set out in a

separate policy document.

15. Definitions

The undernoted terms shall have the following meaning when used in this

document:

“Pension Board” or “Board”

"Scheme Manager”

“Chair”

‘LGPS”

“Scheme”

Means the local Pension Board for the
Lancashire County Council as administering
authority for the Lancashire County Pension
Fund as required under the Public Service
Pensions Act 2013

Means the Pension Fund Committee as
administering authority of the Lancashire
County Pension Fund.

The individual responsible for chairing
meetings of the Board and guiding its
debates.

The Local Government Pension Scheme as
constituted by the Local Government
Pension Scheme Regulations 2013,the Local
Government Pension Scheme (Transitional
Provisions, Savings and Amendment)
Regulations 2014 and the The Local
Government Pension Scheme (Management
and Investment of Funds) Regulations 2009

Means the Local Government Pension
Scheme as defined under “LGPS”



