Business Plan 2018/19 to 2020/21 — Q4 Update

Administration and Communications

Key Tasks

Key:
|-| Complete

On target or ahead of schedule

Commenced but behind schedule

_I Not commenced

xN Item added since original business plan

Period moved since original business plan due to change

xM .
of plan /circumstances

Original item where the period has been moved or task
deleted since original business plan




Administration (including Communications) Tasks

2018/19 Period Later Years
Q4 2019/20 2020/21

Ref Key Action —Task

Additional Payroll Functionality

A2 Move to Electronic Annual «
Benefit Statements

A3 iConnect X X X X X
Expanded Backlog to 31 March

A5 Aggregation Project X X X X X
Electronic and Centralised

A6 . X X X X X
internal procedures

A7 Data Improvement Plan « « " x
Development

A8 GMP Reconciliation X X X X X

A9 Trivial Commutation X X X X xM

A10 LGPS .Legal Timescales x . X M
Analysis

A11 National Pensions Dashboard X X X xM

A12 Workforce Review X X

A16 Other Expected National
Changes (dates unknown)

A17 GMP Equalisation xM xM

A18 Scheme changes due to Cost M M
Management Process

Administration and Communication Task Descriptions

A1 — Additional Pensioner Payroll Functionality

What is it?

Currently lump sum payments (i.e. retirement lump sums, transfer payments and death
grants) are made via the Council's main financial system. The Altair pensioner payroll
system which is used by the Pensions Administration Team has the functionality to
allow these payments to be made through it. This reduces the reliance on systems
outside of the control of the pension administration team and it would also result in
quicker payments to scheme members. .



Timescales and Stages
Testing and implementation 2018/19 Q1

Resource and Budget Implications
All internal costs are to be met from the existing budget. External costs amount to
£3,800 one off cost.

A2 — Move to Electronic Annual Benefit Statements

What is it?

Following the implementation of Member Self Service, the move from paper based
Annual Benefit Statements to Electronic is planned for the 2018 statements. This
includes other annual electronic communications such as pensions increase letters for
pensioners.

Timescales and Stages
Deferred Benefit Statements 2018/19 Q1

Active Benefit Statements 2018/19 Q2

Resource and Budget Implications
All internal costs are to be met from the existing budget. Printing and mail costs will
reduce in 2018/19 and future years.

A3 - iConnect
What is it?
iConnect is the on-line computer module that allows information to be submitted by
employers more directly and efficiently into the pension administration system (Altair).
It involves employers uploading data directly into iConnect from their payroll systems.
iConnect is to be rolled out to all employers of the Fund on a phased basis. For each
employer being transitioned onto iConnect, the first stage is ensuring that the correct
member records are held on the Altair administration system before entering into
testing and live roll out of iConnect. This will be done on a phased basis by employer.
The project commenced in 2017/18 and Denbighshire County Council, Bodelwyddan
Castle Trust, Prestatyn Town Council, Careers Wales, Cartref NI Ltd Flintshire County
Council, Aura and Newydd have been successfully implemented.
Timescales and Stages

Other employers 2018/19 Q2/Q3/Q4

WCBC 2019/20

Resource and Budget Implications

There will be a time and resource commitment required from employers. All internal
costs are being met from existing budget. The system cost is also incorporated into
the budget. The roll out of iConnect, particularly to WCBC will involve significant
internal resources which may impact on other day to day work.



A4 — Expanded Backlog to 31 March 2014 (Mercers)

What is it?

A backlog of tasks prior to 31 March 2013 has been expanded to 31 March 2014 and
approximately 350 additional member cases have been identified for completion by
Mercers.

Timescales and Stages
Clear cases externally and eliminate backlog 2018/19

Resource and Budget Implications
Resource provided by Mercer. The costs in relation to this exercise have been included
in the budget.

A5 - Aggregation Project

What is it?

When members move/leave employments there are a number of options available to
them and all of these options need to be conveyed to the members concerned. There
are approximately 3,500 cases (as at 30 September 2017) where members need to
either be informed that their records have been aggregated or be provided with their
respective options. Software providers are still developing calculations to
accommodate these changes. The recent recruitment and creation of the Aggregation
Team has facilitated procedures to be put in place to address this backlog and maintain
these cases as “business as usual” going forward. Whilst still in the planning stages it
is expected that approximately 1700 of these cases may be outsourced to Mercers for
the initial stage of the process to be actioned and returned to the Aggregation Team
for completion.

Timescales and Stages
This is a high priority project and will be completed as soon as possible.

Ongoing progress with data cleansing 2018/19
Clear cases and eliminate backlog 2018/19 & 2019/20

Resource and Budget Implications

An additional £13,683 for changing Pensions Assistants to Pensions Officers is
included within the budget (previously agreed in 2017/18. There will also be further
costs relating to the work which may be outsourced to Mercers and an estimated cost
for 2018/19 has been included in the budget figures.



A6 — Electronic and Centralised internal procedures

What is it?

This relates to the development of an on-line procedures manual for use by the
Pensions Administration staff. This will amalgamate, expand and update current
procedure documents, and ensure consistency, easy access and efficient working as
well as providing a useful training tool. These updated procedures will also be linked
into staff competencies and training plans.

Timescales and Stages
This is a lower priority project and will be completed as and when resource allows.

Develop, collate, update and maintain 2018/19 & 2019/20

Resource and Budget Implications
To be carried out by the full Pensions Administration team. All internal costs are to be
met from the existing budget.

A7 — Data Improvement Plan Development

What is it?

In 2015, the Pensions Regulator (TPR) assumed responsibility for Public Sector
Pension Schemes. Prior to this, in June 2010, TPR issued guidance on the approach
that they expected to be adopted by private sector pension schemes to consider data.
This referred to checks being expected on ‘common’ data (e.g. Name, Address, Date
of Birth, National Insurance number). TPR also outlined ‘conditional’ data checks but
did not set prescriptive targets as the data is deemed to be scheme-specific (e.g.
Member data — divorce, transfers in, AVCs, deferred information). The guidance did
target pension scheme trustees to ensure that ‘reasonable endeavours’ were
undertaken to provide evidence of assessment and measurement, together with an
action plan to meet the scheme specific targets (i.e. a data improvement plan). From
2018/19, TPR is expecting all pension schemes to review their common and
conditional (now called scheme-specific) and score the quality of that data.

To assist customers in undertaking this practical assessment of their data, both
common and /scheme specific Aquila Heywood offers a Data Quality service. The
LGPS Scheme Advisory Board will also be providing guidance on what LGPS scheme
specific data should be (to provide consistency in checks between administering
authorities) but this is unlikely to be available until later in 2018/19.

In addition to measuring and capturing the results of the common and scheme specific
data reviews, the Fund will develop a data improvement plan to capture any other
elements of data that they consider to be inaccurate and ongoing plans.

Timescales and Stages
Run reports and ascertain data quality 2018/19 Q1

Research and correct any data anomalies where practical® 2018/19 Q1 — Q4
Review scheme specific data checks based on national 2018/19 Q3/4 (to be
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LGPS requirements confirmed)

*Where not practical, a timescale will be included in the Fund's data improvement plan.

Resource and Budget Implications

To be carried out by the Pensions Administration Team. This may also require
input/information from the employers (subject to findings). The data reports are
provided at an annual cost of £5,000 (assuming this is taken over at least three years).

A8— GMP Reconciliation

What is it?

The government removed the status of "contracted-out" from pension schemes in April
2016. Prior to then, contracted-out pension schemes had to ensure the benefits they
paid met a minimum level and one element of this was a Guaranteed Minimum Pension
(GMP) figure that accrued individually for each scheme member up to April 1997.
Historically pension schemes would go to HMRC to get confirmation of the GMP
amount on retirement. However, as a result of the demise of contracted-out status,
HMRC will no longer be maintaining GMP and other contracting out member records.
This means that the onus will be on individual pension schemes to ensure that the
contracting out and GMP data they hold on their systems matches up to the data held
by HMRC. All GMP's and national insurance information must be reconciled by March
2019, the date the HMRC will cease to provide their services.

Initial work has identified that there was significant discrepancies between the two sets
of data, and a significant amount of work will be required to determine the correct
benefits, ensure all systems are updated and to process a potentially significant
number of over/underpayment calculations. After the records are reconciled for former
pensionable employees, the Fund must also ensure the accuracy of national insurance
information held for active members. All GMP's and national insurance information
must be reconciled by December 2018, the date the HMRC will cease to provide their
services. Clwyd Pension Fund decided to outsource this exercise in 2017/18 to Equiniti
and the project commenced during that year. The timescales below are subject to
change depending on the magnitude of the work.

Timescales and Stages
GMP data reconciliation and investigation 2018/19

Reconciliation of national insurance information 2018/19

(Active Members)
Benefit correction and system updates 2018/19 & 2019/20

Resource and Budget Implications

All costs to be met from the existing budget which includes expected costs for Equiniti
who are carrying out the work. This is likely to impact internal resources in relation to
any adjustments to be made to current pension amounts (i.e. under or
overpayments) but the impact of this is not yet known.

A9 - Trivial Commutation



What is it?

This is where a member who is entitled to a small pension can elect to give up the
entirety of that pension and instead receive their benefit as a single lump sum payment.
A project will be carried out to identify any pensioners and dependants who may be
eligible for trivial commutation and to offer it to them. This will reduce the administrative
burden on the Fund paying a large number of very small pensions over a number of
years as well as providing greater clarity from a funding perspective. The government
has a limit for members to trivially commute their pension in relation to their single
pension (£10,000 value — called a "small pot") and total benefits (£30,000 — called
"trivial commutation"). As well as reducing the number of pensioner payments that
require ongoing payment this could also have a positive impact on the funding level as
it removes the liabilities for these members. It will also be welcomed by a number of
pensioners who would prefer a one-off lump sum payment rather than ongoing smaller
payments of little value.

Timescales and Stages
Timescales below are indicative and subject to prioritisation of other administration
work streams.

|dentify members eligible to commute under £10,000 2018/19
Communicate with eligible members and pay lump sums 2018/19
|dentify members eligible to commute under £30,000: 2019/20
Communicate with eligible members and pay lump sums 2019/20

Resource and Budget Implications

The majority (if not all) of this work may be outsourced to Mercer or another external
provider to assist with resourcing. The precise cost of this is as yet unknown but a
contingency has been included for 2018/19 within the budget to cover potential costs.
It will also require input by the Technical Team with some assistance from the
Operational Team, with any such input being focussed on the later stages of the
project. All internal costs are to be met by existing budget.

A10 — LGPS Legal Timescales Analysis

What is it?

Following the implementation of monitoring performance against the seven key legal
timescales (as part of the monthly Key Performance Indicators (KPIs) reporting), a full
review is being undertaken of our workflow systems and data quality to enable
monitoring against a wider range of legal deadlines such as those relating to refunds
and divorce.

Timescales and Stages
Develop further legal timescales reporting process 2018/19 Q2/Q3

Resource and Budget Implications



All internal costs are to be met by existing budget. It may be effective to outsource
some of the development work to Aquila Heywood but this is not expected to be a
material cost, and it is not included in the budget.

A11 — National Pensions Dashboard

What is it?

The Pensions Dashboard is a Government initiative first announced in the Budget
2016. The idea behind the Dashboard is to allow all pension savers in the UK access
to view the values of all of their pension pots, including state pension, through one
central platform. A basic prototype was developed in 2017 and the full launch is
planned for 2019. The implications on public service pension schemes, including
whether they will be required to participate and the cost, and resource implications, is
not yet known. The timescales below are therefore estimated.

Timescales and Stages
2018/19 Q3/4 &
2019/20

Launch 2019/20

Development expected

Resource and Budget Implications
Resource and budget implications cannot be determined until more detail is available.

A12 - Workforce Review

What is it?

Following ongoing system improvement, backlog work and other efficiencies, it is
appropriate to review whether the structure of the Administration Team (including the
Employer Liaison Team) is effective and fit for purpose taking into consideration the
new processes. As part of this, the ongoing cost will be considered, including whether
the administration objective relating to cost is achievable.

Timescales and Stages
Review temporary contracts 2018/19 Q4

Wider review of appropriateness and effectiveness of

2019/20
structure

Resource and Budget Implications
All internal costs will to be met from the existing budget.



A16 - Other Expected National Changes
What is it?
There are a number of national changes that are expected in due course. Given the
focus on Brexit, it is not expected that many, if any, changes will take place during
2018. Areas where change may be forthcoming in due course could include:

» Scheme Changes as a result of the Cost Management Process (now A18)

= Changes in Exit Payments

» |ndexation of GMP’s for members reaching SPA from December 2018

= GMP equalisation (now A17)

= Fair Deal

» LGPS amendment regulations in relation to drafting problems or other areas of

improvement (e.g. ill health provisions and aggregation)
= Welsh income tax changes

Timescales and Stages
To be determined

Resource and Budget Implications
Any significant changes will be reported to PFC when more information becomes
available.

A17 — GMP Equalisation

What is it?

Following a High Court judgement in October 2018, it has been confirmed that pension
schemes are required to equalise male and female members’ benefits for the effect of
Guaranteed Minimum Pensions (GMPs). The impact for the LGPS will likely be resolved
through increasing the amount of indexation (or pensions increases) when pensions are paid.
As at November 2018, we are still awaiting guidance from the Government on the details of
how this will be done but it could result in a significant administration exercise to update
member records and potentially to adjust pensions already in payment. We would expect any
work to resolve this to be during 2018/19 and 2019/20.

Timescales and Stages
To be confirmed

Resource and Budget Implications
To be confirmed.

A18 - Scheme changes due to Cost Management

Process

What is it?

Following a Cost Management exercise, changes are expected effective from April 2019 which
will improve scheme benefits and/or reduce scheme member contributions. These changes
will need to be communicated to scheme members and employers, and processes will also
need updating.



Timescales and Stages

Confirmation of changes expected, and initial communications with scheme members and
employers Q4 2018/19

Changes to processes and systems Q1 2019/20

Resource and Budget Implications

There will be a time and resource commitment required from employers including relating to
updating payroll systems. It is expected that internal costs will be met from existing budget.
There may be additional costs relating to changes to the Altair administration system. The
amount of work may involve significant internal resources and consequently other day to day
work may be impacted.

Employer Liaison Team Tasks
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2018/19 Period Later Years

Key Action —Task

an Q2 Q¢ 201920  2020/21

E2 Data preparation for iConnect X X X X X

Development of workflow

E3 .
reporting to employers

E4 Review of Agreements X X X

Employer Liaison Team Task Descriptions

E2 — Data preparation for iConnect

What is it?

The supply (manually) of significant volumes of missing data, in order to match records
between the employer’s payroll system and the iConnect software in preparation for
automatic monthly uploads going forward.

Timescales and Stages
Reviewing inconsistencies, working through spreadsheets
(WCBC) 2018/19 Q1 to Q4

Continuous refining of mismatches going forward (WCBC) 2019/20 Q1/2

E3 — Development of workflow reporting to employers

What is it?

Developing the standard reports that will be sent out on a monthly basis to employers
who use ELT.

Timescales and Stages
Review and recommend updates: 2018/19 Q2/3

E4 — Review of Agreements

What is it?

Periodic review of the scope of the ELT agreements and service level agreements for
each employer

Timescales and Stages
Whistle-stop review to address any issues/new requirements Each Q4
FCC/WCBC
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