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Governance Policy Statement 2010
Northamptonshire County Council is the Administering Authority for the Northamptonshire Pension Scheme. The Council has delegated to the Pensions Committee various powers and duties in respect of its administration of the Scheme.

This statement sets out:-

a) the terms, structure and operational procedures of the delegation;

b) the frequency of the Pensions Committee and Investment Advisory Panel meetings;

c) details of membership of the Pensions Committee and Investment Advisory Panel;
d) the extent to which the delegation complies with guidance from the Secretary of State, with reasons.
Pensions Committee
1.
The Pensions Committee is a formal body of the Council, formed in February 2005, to manage and administer all aspects of the Scheme. 

2.
The County Council Constitution governs the actions of the Committee and its Officers. 

3. 
The Constitution (Article 8) contains the following sections in relation to the functions of the Pensions Committee: “Ensures the Fund complies with all relevant legislation governing the administration of the fund, ensuring appropriate arrangements for the administration of benefits are in place and reviewing investment strategies for the Fund”.
4.
The Pensions Committee:
4.1.
The role of the Pensions Committee will be to control and resolve all matters relating to the administration of the Northamptonshire Pension Scheme and the management and investment of the assets of the Scheme.

4.2.
The Pensions Committee will have five councillors from Northamptonshire County Council and one councillor representative appointed by the Northamptonshire Councils Association [NCA] to represent other local authorities within the county of Northamptonshire. These representatives are referred to as the “Elected Members”.
4.3
Additionally there is a University and Colleges representative and two employee representatives appointed by the Trade Union Unison. 
4.4
The non county council representatives on the Pensions Committee will be reviewed in line with the election cycle of the administering authority members.

4.5.
The Assistant Chief Executive Finance and Commercial (Section 151 Officer) or nominated substitute will attend together with other officers as required.

4.6.
The Pension Committee may set up sub-committees or working groups to carry out more detailed work in relation to its responsibilities.

5.
The Pensions Committee’s responsibilities are:

5.1.
To ensure that the Scheme complies with best practice.

5.2. To ensure that the Scheme complies with the Local Government Pension Scheme Regulations 1997, the Local Government Pension Scheme (Management and Investment of Funds) Regulations 1998 and all other legislation governing the administration of the Scheme.

5.3. To ensure the Scheme is valued as required and receiving and considering reports on each actuarial valuation, which will be undertaken triennially.

5.4. To ensure appropriate arrangements for the administration of benefits are in place.

5.5. To demonstrate the operational efficiency of the administration of benefits through the use of key performance 

5.6.
To set the admissions policy and endorse decisions delegated to the Assistant Chief Executive Finance and Commercial (Section 151 Officer).
5.7.
To set the strategy for communicating with Scheme employers and employees in the Scheme. 

5.8.
To ensure appropriate Additional Voluntary Contribution (AVC) arrangements are in place and review investment performance on such contributions.

5.9.
To set investment objectives, policy and strategic asset allocation.

5.10.
To appoint, dismiss and assess the performance of advisors, investment managers, custodians and actuaries.

5.11.
To review and approve the Funding Strategy Statement, the Statement of Investment Principles, the Governance and Communications Policies at least annually or where material change occurs.

5.12 To review annually the Governance Structure of the Pension Scheme to set out the responsibilities of Elected Members, officers, investment managers, advisors, custodians and the actuary to the Scheme, including delegated powers and make recommendations to the Council for changes where necessary.

5.13.
To develop and maintain a trustee training policy.

5.14.
To develop and maintain a risk management strategy.

5.15.
To receive and agree the Annual Report and Accounts.

Investment Advisory Panel

1.
The Investment Advisory Panel is an officially constituted body of Northamptonshire County Council, set up by the Pensions Committee.

2.
The Pensions Committee governs the actions of the Investment Advisory Panel and its Officers. 

3.
The Investment Advisory Panel meetings will not be held in public, but will provide support to the Pensions Committee as required. The majority of the matters dealt with by the Investment Advisory Panel are of a confidential nature due to their commercial sensitivity.

4.
The Investment Advisory Panel has no decision making powers.

5.
The terms of reference of the Investment Advisory Panel are set out in the “Investment Advisory Panel Structure and Terms of Reference” [January 2005] paper as presented to the Pensions Committee on 2nd February 2005.

5.1.
The role of the Investment Advisory Panel will be to consider matters relating to the administration of the Northamptonshire Pension Scheme and the management and investment of the assets of the Scheme and advise the Pensions Committee on resolving such matters.

5.2.
The Investment Advisory Panel will have the same representation as the Pensions Committee and will meet at least five times per annum, in conjunction with the Pension Committee meeting times.
5.3.
The Assistant Chief Executive Finance and Commercial (Section 151 Officer) or nominated substitute will attend together with other officers as required.

6.
The responsibilities to be discharged by the Investment Advisory Panel are:

6.1.
Ensuring that the Investment Advisory Panel complies with best practice.

6.2.
To recommend strategic investment objectives, policy and strategic asset allocation to the Pensions Committee.

6.3.
To assess the performance of investment managers, investment advisors, custodians and actuaries.

6.4.
To recommend to Pensions Committee appointment and dismissal as required, of service providers to the Scheme, such as investment managers, investment advisors, custodians and actuaries.
6.5.
To review all policies of the Fund and submit these to the Pensions Committee for approval.

6.6.
Advising on the appropriate arrangements for the administration of benefits.

6.7.
To undertake any task delegated to it by the Pensions Committee.

The Assistant Chief Executive Finance and Commercial 
(Section 151 Officer)
The main duties are set out below.

1.
The Assistant Chief Executive Finance and Commercial (Section 151 Officer) or his nominated Deputy will:

1.1.
Advise the Committee on all matters which it needs to be aware of in order to discharge its responsibilities in relation to the administration and investment of the Scheme.

1.2.
Prepare the Budget.

1.3.
Maintain the system of internal financial control.
1.4.
Develop and maintain a risk management register.

1.5.
Prepare the Annual Report and Accounts.

1.6.
Manage the triennial and interim actuarial valuations.
1.7.
Manage the preparation of the Funding Strategy Statement and the review of the Statement of Investment Principles, Governance and Communications Policies.

1.8.
Ensure that the operation of the Scheme adheres to best practice.

1.9.
Ensure contributions received are in accordance with the Schedule of Rates and Adjustments.

2.
In relation to the investments of the Scheme, the Assistant Chief Executive Finance and Commercial (Section 151 Officer) will:

2.1.
Monitor developments that may affect the approach to the investment of the Scheme.

2.2.
Monitor the investment management structure and arrangements in order to verify that the investment policy of the Committee is being implemented.

2.3.
Monitor the investment managers in order to

2.3.1.
maintain an awareness of their investment views and strategies

2.3.2.
verify that the strategies being implemented are in accordance with investment mandates.

2.4.
Maintain records that monitor the investment performance of investment managers and the Scheme.

2.5.
Maintain a record of the Scheme’s assets.

2.6.
Monitor the security and efficiency of the custodian in order to verify that 
2.6.1.
the assets are secure

2.6.2.
the custodians’ records of the Scheme’s assets are reconcilable against managers’ records

2.6.3.
the custodians’ actions are in accordance with the agreements.

2.7.
Take investment decisions relating to any portion of the Scheme that is invested in house. 

2.8.
Manage cash flow, allocate money between investment managers in order to ensure that the Scheme does not become over or under invested and in vest the residual cash balances.

3.
In relation to the administration of benefits, the Assistant Chief Executive Finance and Commercial (Section 151 Officer) will:

3.1.
Monitor developments that may affect the administration of benefits.

3.2.
Promote Membership of the Scheme. 

3.3.
Manage the admissions policy.

3.4.
Collect and reconcile the employer and employee contributions.

3.5.
Pay pension benefits.
3.6.
Maintain records in relation to the entire Membership.
3.7.
Devise and implement training, consultation and communication strategies for the employers. 
3.8.
Devise and implement consultation and communication strategies for the Members
3.9
Manage the AVC arrangements.
3.10
Determine benefit awards e.g. death grants
The Investment Advisor
1.
The Pensions Committee’s appointed investment advisor(s) will assist the Investment Advisory Panel in its duties and responsibilities.

2. 
Other advisors may be requested to attend as required.

3.
Investment Advisor responsibilities to the Scheme are as follows:
3.1 General updating on developments in pension scheme provision on the broad implications for the Council of legislative and regulatory changes. Specific updates on the Investment Restrictions a Local Authority Pension Scheme is expected to adhere to.

3.2
Consulting advice relating to Scheme benefits, such as advice on operational issues relating to the Scheme (including responses to queries concerning individuals) and attendance at Committee meetings, including assistance with agendas, papers, reviewing minutes, etc. as required.
3.3 Investment advisor services, including the selection and/or review of custodians and investment managers/pooled funds, the co-ordination of the implementation of any changes to investment management arrangements (including undertaking the appointment of a transition manager, if required), performance and risk monitoring of investment managers/pooled funds, as well as advice on such issues as investment strategy, managers’ fees and investment added value services such as stock lending and commission recapture.
The Actuary
1.
The services of the Actuary as appointed by the Pensions Committee are made available to the Scheme as required.
The services provided may include:

1.1 Carrying out the triennial actuarial valuation and the interim actuarial valuations.


1.2
Assistance with the preparation and updating of the Funding Strategy Statement.



1.3
Calculating employer contribution rates for new employers.


1.4
Calculating bulk transfer values.


1.5
Calculations for individual employers, for example on wind ups.


1.6
Individual member calculations.


1.7
Advice on AVC arrangements.


1.8
Provide FRS 17 information to individual employers.


1.9
Generally, providing advice on matters relevant to the administration of the Scheme.

2.
The arrangement is governed by a formal agreement reviewed annually.

The Investment Managers
1.
Investment managers are required to attend Investment Advisory Panel meetings as required. 

2.
The Pensions Committee has delegated to the Investment Advisory Panel responsibility for monitoring investment performance with quarterly meetings with Fund Managers as appropriate.
3. 
In order to assist with monitoring arrangements, the managers are required to:

3.1.
Provide the Investment Advisory Panel with quarterly accounting statements and investment performance reports in addition to a quarterly presentation on performance as appropriate.

3.2.
Provide the information necessary to calculate performance statistics.

3.3.
Provide monthly statements to the Scheme’s Global Custodian and to finance officers of the Scheme.

3.4
Ensure all investment activity complies with the Schemes Statement of Investment principles.

The Custodian
1. The Scheme will employ a custodian as approved by the Pensions Committee.
2.
The arrangement is governed by a formal agreement, supported and measured by a Service Level Agreement which monitors key performance measures, which are subject to scrutiny and challenge half yearly.
3.
The custodian is responsible for:


3.1
Safekeeping of the assets within the portfolio.


3.2
Providing regular statements of the assets, transactions, cashflow and corporate actions.


3.3
Processing all dividends, tax reclamations and corporate actions in a timely manner.


3.4
Providing a securities lending service to the Scheme.

3.4 Undertaking any other appropriate administration relating to the portfolio’s assets.

3.5 Providing accurate and timely accounting data to load onto the Schemes ledger on a quarterly basis and provide supporting information should the need arise.

3.6 
Providing comprehensive monthly and quarterly Fund Manager performance reports, if commissioned to do so..

Performance and Risk Monitoring
1 The Scheme will employ professional and Industry recognised investment performance measuring providers to measure and report on the performance and risk of individual portfolios and the Total Fund.

2. The arrangements to be governed by formal agreement.

3. The Pensions Committee, the Investment Advisory panel and the Funds Officers consider formally the performance and risk issues in relation to managers and the Total Fund. Quarterly reports provided by suitable external providers are distributed to members of the investment Advisory panel on a quarterly basis.

4. An annual review of performance is undertaken, in line with the production of the Annual Report and Statement of Accounts. 
Accountability and publication of information

Details of Pensions Committee meetings are published on the Northamptonshire County Council website together with agendas, reports to be considered by the Committee and minutes of proceedings. The meetings of the Pensions Committee which are usually held at the Knuston Hall, Knuston, Wellingborough NN29 7EU, are open to the public.
An Annual Pension Scheme Report and Accounts is published and circulated to all employing bodies, reporting on the activities and investment performance during the year. Details of matters considered during the year and meetings held are reported and a copy of the annual report is available on the Council’s website. Extracts of the annual report and details of its availability are also reported in the pensions leaflet sent to all scheme members.
Governance Compliance Statement 2009
Best practice principles

This section sets out the extent to which the delegation complies with guidance from the Secretary of State, with reasons.

PART II/A - Structure

Recommended Principle:

a)
The management of the administration of benefits and strategic management of fund assets clearly rests with the main committee established by the appointing council.

b)
That representatives of participating LGPS employers, admitted bodies and scheme members (including pensioner and deferred members) are members of either the main or secondary committee established to underpin the work of the main committee.

c)
That where a secondary committee or panel has been established, the structure ensures effective communication across both levels.

d)
That where a secondary committee or panel has been established, at least one seat on the main committee is allocated for a member from the secondary committee or panel.

Existing NCC Position:

	II/A
	Not Compliant                                                   Fully Compliant

	a)
	
	
	
	
	X

	b)
	
	
	
	X
	

	c)
	
	
	
	
	X

	d)
	
	
	
	
	X


a)
The role of the secondary panel, the Investment Advisory Panel, is to advise the main committee, the Pensions Committee, on the management of the administration of benefits and strategic management of fund assets; however decision making clearly rests with the Pensions Committee, established by Northamptonshire County Council, as administering authority.
b)
NCC, district councils and scheme members (including pensioners) are represented through NCC Councillors, a district council representative, a Universtiy and Colleges representative two employee representatives (nominated by the employees’ union UNISON). These representatives sit on both the Investment Advisory Panel and the Pensions Committee.
There are no representatives for other LGPS employers or scheme members who are deferred members. This is currently under review.
c)
Investment Advisory Panel meetings immediately follow Pensions Committee meetings, the same members sitting on both, therefore members receive papers for both. The Panel provides advice to the Committee which is the decision making body. Hence the two bodies are closely linked. 

d)
All members of the Investment Advisory Panel sit on the Pensions Committee.

Proposed Action:

b)
Representation on the Pensions Committee and Investment Advisory Panel to be reviewed. 
Timescale:
2009-10
PART II/B - Representation

Recommended Principle:

a)
That all key stakeholders are afforded the opportunity to be represented within the main or secondary committee structure. These include:-

i)
employing authorities (including non-scheme employers, e.g. admitted bodies);


ii)
scheme members (including deferred and pensioner scheme members), 


iii)
where appropriate independent professional observers, and

iv) expert advisors (on an ad-hoc basis).

b)
That where lay members sit on a main or secondary committee, they are treated equally in terms of access to papers and meetings, training and are given full opportunity to contribute to the decision making process with or without voting rights.
Existing NCC Position:
	II/B
	Not Compliant                                                   Fully Compliant

	a) i)
	
	
	
	X
	

	a) ii)
	
	
	
	X
	

	a) iii)
	
	
	
	
	X

	a) iv)
	
	
	
	
	X

	b)
	
	
	
	
	X


a)
i)
NCC and district councils are represented through NCC Councillors and a district council representative. In addition Universities and Colleges have a representative. However other employing authorities (e.g. admitted bodies) are currently not represented. However these constitute a small proportion of total membership. 

ii)
Scheme members (including deferred and pensioner scheme members) are represented through an employee representative (nominated by the employees’ union UNISON).
iii) According to guidance, an independent professional observer could be invited to: 

· Participate in the governance arrangement to enhance the experience, continuity, knowledge, impartiality and performance of committees or panels. 

· Carry out independent assessments of compliance against Myners’ principles, together with other benchmarks that the Scheme authority’s performance is measured against.

· Offer a practical approach to address and control risk, their potential effects, what should be done to mitigate them and whether the costs of doing so are proportionate.

The Scheme’s is fortunate to have access to formal Investment support through Mercer Investment Consulting and Actuarial and Governance support through Hymans Robertson.
iv) In addition an independent Investment Consultant attends all Pensions Committees and Investment Advisory Panel meetings.

Other expert advisors such as the Scheme’s Investment Advisor, Mercer Investment Consulting, attend as required.
b) 
A lay member, according to guidance, is a formal member of the committee other than an elected member. All members of the Pensions Committee and Investment Advisory Panel are elected members. The Committee has appointed a University and Colleges Representative and in addition there are two Union representatives all have full voting status.
Proposed Action:
a) Annual review of representation of key stakeholders.
Timescale:

2010-11
PART II/C - Selection and role of lay members

Recommended Principle:

a) That committee or panel members are made fully aware of the status, role and function they are required to perform on either a main or secondary committee.
b) That at the start of any meeting, committee members are invited to declare any financial or pecuniary interest related to specific matters on the agenda.
Existing NCC Position:
	II/C
	Not Compliant*                                                  Fully Compliant

	a) 
	
	
	
	
	X

	b)
	
	
	
	X
	


a) Members are briefed of what is required of them on election to the Pensions Committee and at Pensions Committee and Investment Advisory Panel meetings. Members and officers are required to undergo regular training to develop their skills and knowledge and awareness. The training programme and log of attendance is maintained and presented quarterly to the Investment Advisory Panel.

b)
At the start of Pensions Committee and Investment Advisory Panel meetings, members are invited to declare any interests in any items to be discussed on the agenda.

Members of the Pensions Committee and Investment Advisory Panel need to consider whether any of the matters for discussion and/or decision conflict with their own interests. These could include areas such as: -

i) Membership of the Local Government Pension Scheme as an individual, Councillor or dependent.

ii) Being in receipt of or potential future receipt of benefits from the Local Government Pension Scheme.
iii) Decisions that could impact or conflict with their own financial or pecuniary interests.
iv) Decisions that could impact on or be impacted on by their status, role or function within any other Committee. 

Proposed Action:
b)
Members to be reminded of points b) i) – iv) above at the start of Pensions Committee and Investment Advisory Panel meetings.
PART II/D – Voting

Recommended Principle:

a)
The policy of individual administering authorities on voting rights is clear and transparent, including the justification for not extending voting rights to each body or group represented on main LGPS committees. 

Existing NCC Position:
	II/D
	Not Compliant*                                                  Fully Compliant

	a) 
	
	
	
	
	X


a)
The Statement of Investment Principles sets out clearly voting rights in that the five County Councillors and the District Council Representative, the University and colleges representative and the two union representatives all hold full voting rights.
Proposed Action:
a)
No further action proposed.
Timescale:

n/a
PART II/E - Training/Facility time/Expenses

Recommended Principle:

a)
That in relation to the way in which statutory and related decisions are taken by the administering authority, there is a clear policy on training, facility time and reimbursement of expenses in respect of members involved in the decision-making process.

b)
That where such a policy exists, it applies equally to all members of committees, sub-committees, advisory panels or any other form of secondary forum.
Existing NCC Position:
	II/E
	Not Compliant*                                                  Fully Compliant

	a) 
	
	
	
	
	X

	b)
	
	
	
	
	X


a)
A training policy is in place.

Part 6 (Members’ Allowances Scheme) of the ‘Constitution of Northamptonshire County Council’ covers reimbursement of expenses for members.

b)
Training and reimbursement of expenses applies equally to all members of the Pensions Committee and Investment Advisory Panel.

Proposed Action:
a) No further action proposed.
PART II/F - Meetings (frequency/quorum)

Recommended Principle:

a)
That an administering authority’s main committee or committees meet at least quarterly.

b)
That an administering authority’s secondary committee or panel meet at least twice a year and is synchronised with the dates when the main committee sits.

c)
That administering authorities who do not include lay members in their formal governance arrangements, provide a forum outside of those arrangements by which the interests of key stakeholders can be represented.
Existing NCC Position:
	II/F
	Not Compliant*                                                  Fully Compliant

	a) 
	
	
	
	
	X

	b)
	
	
	
	
	X

	c)
	
	
	
	X
	


a)
The Pensions Committee meets at least five times per year.
b)
The Investment Advisory Panel meets at least five times per year and is held at the same time and venue as Pensions Committee meetings.

c)
Employer seminars are held on an ad hoc basis. There is currently no other forum at which lay members can be represented, apart from to attend public Pensions Committee meetings.
Proposed Action:

c) 
Review forums for lay members to be represented.

Timescale:

2010-11
PART II/G - Access

Recommended Principle:

a)
That subject to any rules in the council’s constitution, all members of main and secondary committees or panels have equal access to committee papers, documents and advice that falls to be considered at meetings of the main committee.
Existing NCC Position:
	II/G
	Not Compliant*                                                  Fully Compliant

	a) 
	
	
	
	
	X


a) The Pensions Committee and Investment Advisory Panel are made up of the same members; therefore members of both have equal access to committee papers, documents and advice that falls to be considered at meetings of the main committee.

Proposed Action:
a) To be noted that, even if the Pensions Committee and Investment Advisory Panel consist of different members, Investment Advisory Panel members should still have equal access to committee papers, documents and advice that falls to be considered at meetings of the Pensions Committee.

Timescale:

A) No further action proposed.
PART II/H - Scope

Recommended Principle:

a)
That administering authorities have taken steps to bring wider scheme issues within the scope of their governance arrangements.
Existing NCC Position:

	II/H
	Not Compliant*                                                  Fully Compliant

	a) 
	
	
	
	
	X


a) When necessary, scheme changes and wider scheme issues are brought to the Pensions Committee and Investment Advisory Panel.
Pensions Committee and Investment Advisory Panel meetings deal not only with investment issues, but scheme administration issues also.

Officers who work in pensions administration and pensions accountancy attend Pensions Committee meetings. 

Officers also keep abreast of wider scheme issues and developments by attending seminars (e.g. NAPF, LAPFF) and a Local Authority Pension User Group meetings and seminars.

Proposed Action:
a) No further action proposed.
PART II/I - Publicity

Recommended principle:

a)
That administering authorities have published details of their governance arrangements in such a way that stakeholders with an interest in the way in which the scheme is governed, can express an interest in wanting to be part of those arrangements.
Existing NCC Position:

	II/I
	Not Compliant*                                                  Fully Compliant

	a) 
	
	
	
	X
	


a)
The latest Governance Policy & Governance Compliance Statement is currently available on the Council’s internet site.

Proposed Action:
a) No further action proposed.
Timescale:
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