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This document has been prepared as part of work performed in accordance with statutory functions.

Audit Wales is the non-statutory collective name for the Auditor General for Wales and the Wales Audit
Office, which are separate legal entities each with their own legal functions. Audit Wales is not a legal entity
and itself does not have any functions.

No responsibility is taken by the Auditor General or the staff of Audit Wales in relation to any member,
director, officer or other employee in their individual capacity, or to any third party.

In the event of receiving a request for information to which this document may be relevant, attention is
drawn to the Code of Practice issued under section 45 of the Freedom of Information Act 2000. The section
45 Code sets out the practice in the handling of requests that is expected of public authorities, including
consultation with relevant third parties. In relation to this document, the Auditor General for Wales, Audit
Wales and, where applicable, the auditor acting on behalf of the Auditor General are relevant third parties.
Any enquiries regarding disclosure or re-use of this document should be sent to Audit Wales at
infoofficer@audit.wales.

We welcome correspondence and telephone calls in Welsh and English. Corresponding in Welsh will not
lead to delay. Rydym yn croesawu gohebiaeth a galwadau ffén yn Gymraeg a Saesneg. Ni fydd gohebu yn
Gymraeg yn arwain at oedi.

Mae’r ddogfen hon hefyd ar gael yn Gymraeg. This document is also available in Welsh.
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2022 Audit Plan

Summary

1

This document sets out the work | plan to undertake during 2022 to discharge my
statutory responsibilities as your external auditor and to fulfil my obligations under
the Code of Audit Practice to examine and certify whether the City and County of
Swansea Pension Fund (the Pension Fund) accounting statements are ‘true and
fair’.

The purpose of this plan is to set out my proposed work, when it will be
undertaken, how much it will cost and who will undertake it.

There have been no limitations imposed on me in planning the scope of this audit.

Impact of COVID-19

4

The COVID-19 pandemic has had an unprecedented impact on the United
Kingdom and the work of public sector organisations.

While Wales is currently at Coronavirus Alert Level 0, Audit Wales will continue to
monitor the position and will discuss the implications of any changes in the position
with your officers.

Audit of pension fund accounts

6

The audit work | undertake to fulfil my responsibilities responds to my assessment
of risks. This understanding allows us to develop an audit approach which focuses
on addressing specific risks whilst providing assurance for the Pension Fund
accounts as a whole.

| do not seek to obtain absolute assurance on the truth and fairness of the financial
statements and related notes but adopt a concept of materiality. My aim is to
identify material misstatements, that is, those that might result in a reader of the
accounts being misled. The levels at which | judge such misstatements to be
material will be reported to the Pension Committee prior to completion of the audit.

Any misstatements below a trivial level (set at 5% of materiality) | judge as not
requiring consideration by those charged with governance and therefore will not
report them.

| will also report by exception on a number of matters which are set out in more
detail in our Statement of Responsibilities, along with further information about my
work.

Financial audit risks

10

The following table sets out the key risks | have identified for the audit of the
Pension Fund accounts.
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Exhibit 1: financial audit risks

This table summarises the key financial audit risks identified at the planning stage of the
audit.

Audit risk Proposed audit response

Significant risks

Risk of management override We will:

The risk of management override of o test the appropriateness of

controls is present in all entities. Due to journal entries and other

the unpredictable way in which such adjustments made in preparing

override could occur, it is viewed as a the financial statements;

significant risk [ISA 240.31-33]. e review accounting estimates for
biases; and

e evaluate the rationale for any
significant transactions outside
the normal course of business.

Other areas of audit attention

Private Equity Investments We will:

Year-end valuation of private equity e confirm the investment valuation
investments is provided by investment to audited financial statements;
managers, which is based upon forward- and

looking estimates and judgements and » seek additional assurance over
industry guidelines. As there is no the valuation basis from control
quoted market process, there is a assurance reports.

greater risk for the reasonableness of the

valuation bases of these investments.
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Statutory audit functions

11

12

In addition to the audit of the accounts, | have statutory responsibilities to receive
questions and objections to the accounts from local electors. These responsibilities
are set out in the Public Audit (Wales) Act 2004:

o Section 30 Inspection of documents and questions at audit; and
o Section 31 Right to make objections at audit.

As this work is reactive, | have not included an estimated fee in Exhibit 2 below. If
| do receive questions or objections, | will discuss potential audit fees at the time.

Fee, audit team and timetable

13

Fee

14

15

My fees and planned timescales for completion of the audit are based on the

following assumptions:

o the financial statements are provided in accordance with a timescale to be
agreed, taking into account the impact of COVID-19, to the quality expected
and have been subject to a robust quality assurance review;

o information provided to support the financial statements is in accordance
with the agreed audit deliverables document;

o appropriate accommodation and facilities are provided to enable my audit
team to deliver the audit in an efficient manner;

o all appropriate officials will be available during the audit;

o you have all the necessary controls and checks in place to enable the

Responsible Financial Officer to provide all the assurances that | require in
the Letter of Representation addressed to me; and

o Internal Audit’s planned programme of work is complete and management
has responded to issues that may have affected the financial statements.

As set out in our Fee Scheme 2022-23, our fee rates for 2022-23 have increased
by 3.7%, as a result of the need to continually invest in audit quality and in
response to increasing cost pressures.

The estimated fee for 2022 is set out in Exhibit 2. This represents a 3.3% increase
compared to your actual 2021 fee.
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Exhibit 2: audit fee

This table sets out the proposed audit fee for 2022, by area of audit work, alongside the
actual audit fee for last year.

Audit area Proposed fee (£)!  Actual fee last year (£)
Audit of pension fund 44,125 42,710
accounts?

16  Planning will be ongoing, and changes to my programme of audit work, and
therefore my fee, may be required if any key new risks emerge. | shall make no
changes without first discussing them with the Director of Finance.

17  Further information on my fee scales and fee setting can be found on our website.

Audit team
18  The main members of my team, together with their contact details, are summarised
in Exhibit 3.

Exhibit 3: my audit team

This table lists the members of the local audit team and their contact details.

Name Role Contact E-mail address

number
Derwyn Engagement Lead 02920 320651 derwyn.owen@audit.wales
Owen
Gillian Audit Manager 02920 829305 gillian.qgillett@audit.wales
Gillett
Dan King Audit Lead 02920 829373 daniel.king@audit.wales

" Notes: The fees shown in this document are exclusive of VAT, which is not charged to
you.

2 Payable November 2021 to October 2022.
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Timetable

19  The key milestones for the work set out in this plan are shown in Exhibit 4. As
highlighted earlier, there may be a need to revise the timetable in light of
developments with COVID-19.

Exhibit 4: audit timetable

Planned output Work Report finalised
undertaken

2022 Audit Plan February to April May 2022
2022

Audit of pension fund accounts:

e Audit of Financial Statements March to November 2022
Report October 2022
e Opinion on Financial November 2022
Statements
20 | can confirm that team members are all independent of you and your officers. | am
not aware of any potential conflicts of interest that we need to bring to your
attention.
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Archwilio Cymru
Audit Wales

Audit Wales
24 Cathedral Road
Cardiff CF11 9LJ

Tel: 029 2032 0500
Fax: 029 2032 0600
Textphone: 029 2032 0660

E-mail: info@audit.wales

Website: www.audit.wales

We welcome correspondence and
telephone calls in Welsh and English.
Rydym yn croesawu gohebiaeth a

galwadau ffon yn Gymraeg a Saesneg.
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Cyngor Abertawe
Swansea Council

SR
Report of the Section 151 Officer

Local Pension Board — 27 July 2022

City & County of Swansea Pension Fund
Draft Annual Report & Statement of Accounts 2021/22

Purpose: The draft annual report & statement of accounts for the City &
County of Swansea Pension Fund 2021/22 is presented for
information.

Consultation: Legal, Finance and Access to Services.

Report Author: J Dong

Finance Officer: J Dong

Legal Officer: S Williams

Access to Services R Millar

Officer:

For Information

City & County of Swansea Pension Fund Draft Annual Report & Statement of
Accounts 2021/22

1 Background

1.1 The City & County of Swansea Pension Fund has always produced separate
statement of accounts and annual report in respect of the financial year in question
which were subject to public audit. However, in consultation with Audit Wales, it has
been determined to consolidate both documents into one and streamline the
production/audit process.

2 Audit

At time of reporting, Officers have a completed draft annual report & statement of
accounts 2021/22 with a view to submit it to Audit Wales to commence their audit later
in the year . Audit Wales have indicated that they shall not commence their audit of
the Pension Fund Draft Annual Report & Statement of Accounts 2021/22 until later in
the year (Sep 2022) . Their subsequent ISA 260 report with audit opinion and audit
findings shall be presented to Pension Fund Committee at the conclusion of the audit
in Nov 2022.
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Legal Implications
There are no legal implications arsing from this report

Financial Implications
There are no financial implications arising from this report

Equality and Engagement Implications
There are no equality and engagement implications arising from this report

Background Papers: None.

Appendices: Appendix 1 — Draft Annual Report & Statement of Accounts 2021/22.
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Appendix 1

Introduction

The purpose of the Annual Report is to provide information for contributors and
other interested parties on the management and administration of the Pension Fund
during the year.

The report for 2021/22 includes the accounts for the year, an outline of the City &
County Council Pension Fund together with details of membership and changes to
basic scheme details that have either taken place during the year or are proposed
for the future. In addition, the report includes the Actuarial Statement applicable for
the year and a report on Investments and Investment performance for the year.

The accounts included in the report have been prepared in accordance with the
Code of Practice on Local Authority Accounting in the United Kingdom 2021/22
which is based upon International Financial Reporting Standards (IFRS), as
amended for the UK public sector.

The key statistics for the Fund are illustrated in the three year profile of the Fund on
page 3.
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Three Year Profile of Statistics of the Fund

Appendix 1

2019/20 2020/21 2021/22
£°000 £°000 £°000
Income
Contributions (Net) 99,701 102,012 107,528
Transfer Values (Net) - - 3,740
Expenditure
Pensions and Benefits 82,172 84,739 89,892
(Net)
Transfer Values (Net) 2,828 842 -
Other (Net) 9,808 13,577 16,670
Net new money 4,893 2,854 4,706
£°000 £°000 £°000
Net Asset Value at 31 1,988,022 2,614,455 2,928,091
March
Number of
Contributors
at 31 March 20,050 20,388 21,424
Number of
Pensioners
at 31 March 13,610 13,864 14,294
Number of Deferred 11,838 11,829 12,263

Members at 31 March
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Appendix 1

PART A

ADMINISTRATION REPORT

The Pension Fund is governed by Regulations exercised by powers conferred under
the Superannuation Act 1972, and includes employees of Swansea Council, Neath
Port Talbot County Borough Council and other bodies listed in Appendix 1.

Pension administration continues to adapt to the increased complexity of the
Scheme, resulting from the change in the LGPS with effect from 15* April 2014, from
a Final Salary scheme, to a Career Average Revalued Earnings (CARE) scheme
and other overriding legislation. This report encapsulates the service delivery of the
pension Fund to its members and employers.

The benefits payable and the employees’ rates of contribution are set out in the
Local Government Pensions Scheme Regulations 2013 (as amended) and the Local
Government Pension Scheme (Transitional Provisions, Savings and Amendment)
Regulations 2014. The rates of contribution by employing authorities are based on
actuarial valuation and are set out in Part D.

The sole responsibility of the Pension Section team is that of the administration of
the Fund; we are a separate entity to the Finance Department whose responsibilities
include overseeing the investment portfolio of the Fund. To oversee the
administration of the Fund the Section comprises of 20 full-time equivalent post
holders, which includes the recently established McCloud Team and is inclusive of
the Pension Manager; our work ethos has always been to review working practices
with the aim of enhancing our service delivery to our members, employers and third
parties.

The principal benefits provided by the Fund include:

Retirement pensions

Tax free lump sums on retirement

Lump sum death benefits

Survivors’ pensions (including Children)

Deferred benefits, refunds or transfers of pension rights

Pensions and lump sums payable on premature retirement due to ill health
and early retirement/redundancy.

The Pensioner Payroll is administered in-house by Swansea Council payroll system
and pensions are paid monthly, in arrears, on the last banking day of each month.

Where applicable member pensions are subject to an annual increase under the
Pensions Increase Act each April, in line with the official rate of inflation, the
Consumer Price Index (CPI) as at the previous 30 September. The rate for the year
ending September 2020 was 0.5% to applied from 12 April 2021 to qualifying
pensions.
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Appendix 1

The benefits are statutory and are effectively guaranteed by Parliament. They do
not depend on investment performance but the actuary will take account of how well
the investments perform in setting the employers’ contribution rate in the actuarial
valuation.

The LGPS 2014 Scheme did not affect the provisions for elected member pensions
in Wales as their pension arrangement continues on a career average revalued
earning basis.

Membership
Membership of the Fund is largely comprised of:

e Active members - contributors who are still working and paying money into the
Fund

e Deferred members — former members who have elected to retain their
pension rights in the Scheme until such a time as they become payable

e Pensioner members — in receipt of their pension
e Survivor members (including children) — in receipt of a pension in respect
of a former member

Membership of the Scheme is automatic and is open to all employees irrespective of
the number of hours or weeks worked. Where an employee is not eligible for
automatic entry under auto-enrolment legislation, they may elect to join the Scheme
if they so wish. All employees also have the right to choose a personal pension as
an alternative or in addition to membership of the LGPS.

Membership of the Fund continues to grow and the latest statistics at Appendix 1
show the total membership of the Fund in 2021/22.

Memberships are monitored to assess trends and events; publications and employer
engagement are utilised to ensure a robust membership and working partnership.
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Premature Retirement - Pension Costs

@) Il Health Retirement

Appendix 1

Employers do not have to pay separately for the Pension Fund costs for ill
health, as the cost is included in the employer's contribution rate as a
percentage for such cases; however, the actuarial costs of ill health retirees
from current service are calculated for reporting purposes and for the past two

years this was:

2020/21 2021/22
lll-Health Retirement No. of Cost No. of Cost
Cases £ Cases £

City & County of Swansea 29 3,176,186 25 1,575,980
Neath Port Talbot CBC 11 818,680 27 1,474,190
Tai Tarian 2 77,303 4 113,825
Gower College 1 124,111 2 54,352
POBL Group 2 20,169 2 9,996
University of Wales TSD 1 90,030 1 179,319
NPTC Group - - 1 73,852
The Wallich 2 63,791 - -
Total 48 4,370,270 62 3,481,514

(b) Early Retirement

Employers are required to take immediate account of the costs of the
financial strain on the Pension Fund where they grant early retirement. The
actuarial costs of early retirements for the past two years are as follows:

Early Access to Pension
Employing Body 2020/21 2021/22
No. of Cost No. of Cost
Cases £ Cases £
City & County of Swansea 33 555,607 12 595,154
Neath Port Talbot CBC 45 492,104 8 180,139
Gower College 4 79,187 1 4,537
Total 82 1,126,898 21 779,830
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Appendix 1

Administration
COVID-19 Update

The coronavirus pandemic continues to affect the visible operation of the Section
and how processes and member engagement is addressed. Staff members
continue to adapt to homeworking to ensure the continuance of a full service-
delivery. To ensure that communication channels between the section and its
employers, members and third parties has been maintained office attendance has
continued on a weekly rota 5 days a week to oversee the printing requirement of
member documentation, incoming and outgoing mail. The addition of Cisco Jabber
(telephone software) to the laptops has allowed all staff members to make and
receive telephone calls, which has proved to be an important improvement
concerning member engagement as previously this was limited to three staff
member who were in receipt of Swansea Council issue mobile phones. Staff
meetings and training sessions have continued via virtual methods. Modification to
procedures such as accepting electronic documentation via Member Self Service
(MSS) have contributed to ensuring a business as usual approach and avoiding any
unnecessary delays in processing benefits.

All pension administration staff are trained in their area of work and have to
successfully complete a training matrix, which for a full-time staff member is 12-
months before they begin to work independently. Work is recorded on the pension
administration software using task management and workflows, which outline the
process to be followed and contain checklist items. All work, which results in a
payment, is peer checked and approved before advancing to the payment stage.
The operational staff undertake regular training to ensure their knowledge,
understanding of the LGPS is up-to-date, and the Local Government Authority are
regularly reviewing and presenting on-line training events. All staff are encouraged
to appraise their own self-development with an aim of future progression. Training
needs are monitored via the annual appraisal process and monthly 1:2:1 meetings,
a number of staff have already completed a professional qualification in Pension
Administration and Management.

The continuance of the project to scan hardcopy member records continues and it is
anticipated that the project will conclude late 2022; the administration of the Fund
will be that of a paperless operation.

IT systems

The Pension Section administers the LGPS through the pension administration
system altair, a system which is subject to regular updates to ensure compatibility
with published Regulations / Legislation and the needs of the service delivery. This
also includes document imaging and workflow procedures. All  member
documentation is scanned and indexed to the appropriate member record with
appropriate process checks to ensure accuracy.
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Appendix 1

i-Connect has been in use for several years with 90.86% of the Fund’s active
membership now fully implemented.

The Pension Regulator continues to push towards full electronic data submissions
from all employers. The Fund has been proactive and signed up to the new i-
Connect commercial model and invests/promotes the use of an electronic interface
to our employers. The interface allows for the transfer of membership data from
employers’ payroll systems to the pension administration system. This benefits both
Fund and employer as it enables clean data to be submitted in a timely manner thus
improving the year-end submission and ensuring compliance with the requirements
of LGPS 2014 and the Pensions Regulator's Code of Practice for accurate record
keeping. Smaller employers are being encouraged to use the on-line returns facility;
unfortunately, due to the pandemic progress has come to a halt. We are hoping to
engage with these employers to support the transition in the very near future.

The Pension Fund continues to monitor its website
www.swanseapensionfund.org.uk to ensure that information available to active,
deferred and pensioner members is accurate and informative and adheres to
national standards concerning accessibility.

Along with the availability to view published policies, strategies, and statements,
members are able to download forms and scheme literature. Scheme employers
have been issued with login details to access the employer only site. Latest news
bulletins are available to view.

‘My Pension Online’ the on-line digital service has recently been subject to an
upgrade; member access is now more user friendly. Members are able to view their
member record, documentation and to undertake basic amendments such as
change of address, death grant nomination and the calculation of retirement
estimates. The Pension Section is actively promoting the service and registration
instructions are included within member communications. We regularly review how
many of our members are registered and aim to undertake further promotional
communications in the very near future. As a Fund our aim is to reduce our carbon
footprint.

Percentage of members already registered for My Pension Online based on
membership status:

Active Pensioners Deferred pensioner
members
May 2021 45% 17% 30%

In partnership with Heywood Pension Technologies, (formally Aquila Heywood
Limited) the Fund continues to carry-out its activities via a Cloud Hosting Service; to-
date no major incidents have occurred which warranted any downtime to the service
delivery of the Fund. The Cloud Hosting Service is a highly secure, virtualised
service offering a logically separated and ring-fenced server resource, which
embrace significant benefits as a ‘one-stop-shop’. Heywood Pension Technologies
are forward thinking concerning cyber security threats and have published a Cyber
Security Policy, which provides evidence and peace of mind regarding the
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comprehensive safeguards in operation to ensure strict protections are in place
relating to member data. Additional benefits include a full disaster recovery plan,
reduction to the ongoing cost of software and licence updates, network and system
monitoring, data back-up/restore and is fully GDPR compliant.

Managing Performance

The Fund uses several performance standards to assess whether it is meeting its
statutory requirements. The Pension Fund is dedicated to improving its service
delivery to its customers and reviews current measures in place to ensure full
compliance with the published Pension Administration Strategy by monitoring
performance on an ad-hoc / annual basis to identify any areas where improvements
can be made.

The Fund aims to put our members at the centre of everything that we do;
expectations are met by:

e Providing a high quality, professional, customer focused service to all
members and Fund employers using appropriate technology in a cost
effective and resourceful manner

e Be accessible, fair and helpful and treat everyone equally and courteously

e Communicate effectively where possible, using easy to understand language

e Be accountable by monitoring the quality of service and reporting on whether
the standards have been achieved and regularly review the target times

e Consult members and fund employers wherever possible taking into account
their views before making any changes

e Ensuring GDPR compliant at all times

e Ensuring we review all complaints, compliments, disputes and all other
feedback to ensure any learning points are identified

and uses a number of channels to achieve these objectives:

e A Pension Administration Strategy has been prepared in accordance with the
LGPS regulations. The purpose of the Strategy is to formulate administrative
arrangements between the City and County of Swansea Pension Fund and its
participating employers to ensure that each employer is fully aware of its role
and responsibilities and that the flow of data is improved by having clear
communication in place.

To complement the Strategy, a Customer Charter has also been produced
which gives information about the level of service the Fund aims to provide.

The documents are subject to review and are available on the Fund’s
website.

e The Fund has regularly published its own performance indicators. The
standards are detailed in Appendix 6.
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Where an area of poor performance has been identified, the Pension Section
will review the reasons for poor performance and put in place appropriate
processes to improve the level of service delivery in the future.

The Section continues to communicate on a month-by-month basis with the
employers highlighting the importance of providing retirement and early leaver
data in a timely manner. The Fund is working closely with the Fund’s largest
employers to ensure this; this is also addressed during the Employer’s Annual
Meeting.

The Fund participates in the National Fraud Initiative, a data matching

exercise to detect and prevent fraud and overpayments across England and

Wales. The initiative is organised by the Audit Commission who require the

provision of details of pensioners to compare against data provided by other

public bodies to ensure:

e Pensions are not paid to persons who are deceased or no longer entitled
to them

e Occupational pension income is declared when any benefit (e.g. council
tax or housing benefit) is applied for

e The best use of public funds

In readiness of the implementation of the DWP Pension Dashboard, the Fund
has recently worked in collaboration with Target Professional Services to
undertake an address tracing and mortality screening exercise to improve
address quality and identify potential mortality cases across the deferred and
pensioner memberships in the UK. The Fund works in partnership with
Western Union to undertake an annual pensioner member continued eligibility
check for overseas pensioner members. If a member fails to comply with the
instruction given the pension in payment is suspended pending proof of
member continued eligibility.

In conjunction with LGPS Funds in England and Wales the City and County of
Swansea Pension Fund participates in the LGPS National Insurance (NI)
Database (‘the database’). The database has been developed to allow LGPS
Administering Authorities to share data to prevent the duplication payments of
death grants and to observe member status held with other Funds.

Compliment and Complaints Policy

In accordance with our Communications Policy Statement the aim of the Pension
Fund is to provide a high quality cost effective service delivery to all our customers,
this applies to prospective, active, deferred and pensioner members along with fund
employers and external bodies. We are happy to receive any feedback from our
customers whether negative or positive. If, however, an individual feels that the
Section has failed to honour its commitment to provide appropriate customer service
upon receipt of any negative feedback a review of concerns presented is
undertaken.
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Based on member feedback concerning the service delivery received from the
Pension Fund as a percentage for the period 01/04/2021 — 31/03/2022 is as follows:

Compliments 98%

Complaints 2%

The complaints received during the period 2021/22 did not advance to the Internal
Dispute Resolution Process stage and was dealt with proficiently in-house.

Customer service satisfaction survey

With the aim of embracing transparency, the Fund engaged with its employers and
members to ascertain whether they deem that the service delivery received from the
Fund was that of a positive experience and met with expectations? Employers have
been informed that any feedback given would be treated anonymously. Members
have been asked to evaluate the overall customer service experience received. The
objective of the annual exercise is to evaluate the feedback received from both
employers and members to ensure this is consistent with the aims and objectives set
out within the Fund’s Communication Policy Statement. The results of the survey
have been collated and are as follows:

Employing authorities were asked do you agree that the City & County of
Swansea Pension Fund...

Strongly : Strongly

Disagree Disagree Agree Agree
...offers documentation, guidance and 0 0
information in a professional manner? i ) 54% 46%
...is proactive in their approach to provide i i 0 0
a service to its employers? 62% 38%
...gives an appropriately timed service with i ) 69% 31%
regular updates?
...is custo_mer focused and meets the i 7 7% 61.5% 30.80%
needs of its employers?
... has provided a high quality service to i i 62% 28%
you in your role as employer?
... ensures you are aware of your LGPS
employer related roles and responsibilities i i 69% 31%
for the administration of the City & County
of Swansea Pension Fund?
... communicates in a clear and concise i i 62% 38%
manner?
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... uses the most appropriate means of
communication?

54%

46%

Comments made by employing authorities include:
e Dealing with repeated requests for PR's that have already been sent and
received by Pensions, is very time consuming for the Payroll Team

e Excellent service provided!

e Sometimes we get lists of employees that have left with missing PR's but the
PR'S have been done and sent, it takes some time to go through this list and
re send the information and it would be better if the list could be checked in
pensions before the request is made to payroll.

e We as a Council have always had an excellent service and communications

with all dealings with the City & County of Swansea Pensions Department

Pension members where asked do you agree that the City & County of
Swansea Pension Fund...

Strongly : Strongly
Disagree Disagree | Agree Agree
:..offers .doc.umentationz guidance and 204 50 7304 20%
information in a professional manner?
(| loproactve Lo gpPrOSn 0PI | 209 | ow | ez | zow
g regllj\fzirs l?;dgi)é)srgpnately timed service with 7% 9% 66% 18%
.é -
<| ---Is customer focused and meets the 204 9% 20% 19%
needs of its members? *only 44 responses
... has provided a high qualllty service 2 389 7 14% 71.43% | 19.05%
throughout your membership?
... promotes the scheme as valuable and
2| provides sufficient information so you can 204 7% 2204 19%
2| make informed decisions about your
S| pension?
= : : :
E H].a%%rg:];unlcates in a clear and concise 204 2% 68% 2304
5 ' - :
S é.érl;?:]ajntitztgggit appropriate means o 204 504 73% 20%
Dé:l;t Active Deferred Pensioner
Please tick your membership status 4.55% 22.73% 18.18% 54.54%
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Internal Dispute Resolution Process

If there is a complaint or dispute against either the Fund or a decision made by an
employer concerning a matter relating to the LGPS, there is a provision for its
resolution known as the Internal Dispute Resolution Process (IDRP). The disputes
process follows a set procedure.

Individual employers consider Stage 1 appeals if the dispute is against decisions
made by them, or by the Administering Authority if the dispute is against a Pension
Fund decision. Where the appellant remains dissatisfied with the outcome of Stage
1, they may refer the complaint to the Administering Authority for reconsideration
under Stage 2 of the appeal process. The Administering Authority has appointed
two independent officers to hear applicable Stage 1 and all Stage 2 appeals.

Should the appellant remain dissatisfied after the Stage 2 outcome, they may refer
the complaint or dispute to the Pensions Ombudsman for determination.

An analysis of the dispute cases raised during the year to 31 March 2022 is as
follows:

Stage No. of Appeals Appeals upheld
Stage 1 2 0
Stage 2 2 0
Referred to Pensions Ombudsman 2 Ongoing

Please note that the two Stage 1 appeals progressed to stage 2 and furthermore to
the Pension Ombudsman for independent adjudication. A complaint submitted to
the Pension Ombudsman in 2019/2020 by a pensioner member is still outstanding
and we are awaiting receipt of the adjudicator’s opinion.

Communications

The Fund is required to have a formal Communications Policy Statement under the
regulations, which sets out the mechanisms used to meet its communication needs
(see Appendix 10).

During 2021/22, the Fund member engagement focussed primarily on Covid-19
related activity. The Section updated the Business Continuity plan to provide
assurances on the continued service levels.

With the digital world constantly evolving the Fund continues to review the way in
which it engages/communicates with its stakeholders in order to meet both member
and employer expectations. The Fund continues to keep employers and members
updated with the latest changes affecting the scheme, options to increase pension
entitlements, Annual and Lifetime Allowance pension tax implications and any other
legislative changes. The key activity being:
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Member roadshows have been temporarily suspended due to the pandemic
Attending member pre-retirement courses by virtual means

Distribution of Annual Benefit Statements to both active and deferred
members

Newsletters sent to both Active members and Pensioner members

Annual consultative meetings to discuss the Fund’s Annual Report and
Accounts and to communicate strategic issues and significant legislative
changes to operational staff by virtual means

Training for and meetings with operational staff and employers with regard to
the changes impacting on the LGPS by virtual means

Continuing collaboration with the other Welsh Pension Funds to produce key
communication material, thereby sharing expertise and costs

The Fund’s website (www.swanseapensionfund.org.uk), which covers all
aspects of the LGPS for its active members, councillor members, deferred
members, pensioners and their dependants as well as an ‘Investment and
Fund’ section which provides details of the governance of the Fund.

The website provides members with access to pension forms and online
literature, which assists with the reduction to the Fund’s carbon footprint by
reducing printing and postage costs. Members also have access to the
Additional Pension Contribution (APC’s) calculator if a member is considering
increasing their benefits or buying pack lost pension. There is a suite of short
videos on the LGPS, taxation matters and benefits of scheme membership.

The website also includes a dedicated employer section that contains all
information, including standard forms, which an employer needs to administer
the LGPS.

Data quality

Data quality requirements are rooted in the Public Service Pensions (Record
Keeping and Miscellaneous Amendments) Regulations in 2014. The Pension
Regulator (TPR) requires the City and County of Swansea Pension Fund to monitor
and improve member data held. The Fund undertakes a review of the quality of
data held on an annual basis to ensure data is present and accurate and provides
TPR with the results of the data score based on members common and specific
data. The scores are presented as a membership percentage.

Page 26
14



Appendix 1

Confirmation of the results are below broken down into the following two data
categories:

e Common Data — basic data items used to identify scheme members
e Scheme Specific Data (formerly Conditional Data) — key data to running
the Scheme and meeting legal obligations

Date data quality | Data Area Data Score AIM

check undertaken

June 2018 Common Data 94.40% 100%
Scheme Specific 72.10% 100%
Data

June 2019 Common Data 97.10% 100%
Scheme Specific 88.10% 100%
Data

June 2020 Common Data 97.1% 100%
Scheme Specific 89.1% 100%
Data

June 2021 Common Data 99.6% 100%
Scheme Specific 97.4% 100%
Data

McCloud Judgement

The coalition government called for savings to the costs incurred by taxpayers
concerning public sector pensions. Lord Hutton was commissioned to undertake an
investigation into the sustainability of such costs, which led to The Independent
Public Services Commission report being published, and the dawn of a new public
sector Career Average Revaluation Earnings pension scheme being unveiled. The
directive for the change was date effective 01/04/2014 in the LGPS in England and
Wales and other public sector pension schemes from 01/04/2015.

When the Government reformed the LGPS members in England and Wales were
automatically moved into the CARE scheme and an underpin protection was
introduced to provide assurances that the retirement benefits payable within the
CARE scheme equalled the benefits that the member would have received had they
remained in the final salary scheme. The underpin protection applied to members
who were in active membership on 31/03/2012 and transitioned into the new
scheme on 01/04/2014. The protection applied to a certain group of members;
those who were within 10-years of their 2008 normal pension age or aged at least
55-years on 31/03/2012 with no disqualifying break of more than 5-years in public
sector membership. Members of the Judges and Firefighters Pension Schemes
appealed to the Court of Appeal, as the perception was that younger members of
the Pension Schemes had been discriminated against. The Courts found in favour
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of the complaintive, ruling that the underpin protection was indeed unlawful age
discrimination.

On 16 July 2020 MHCLG published a consultation on proposals to introduce a
remedy to the existing underpin protection in the LGPS in England and Wales; which
when applied would lead to possible retrospective changes to member benefits who
are within scope of the remedy.

The revised underpin will apply to current active members within scope and extend
to qualifying members who were active members of the 2008 LGPS on 31/03/2012
and 31/03/2014 and transitioned to CARE on 01/04/2014. This encompasses
pensioner, deferred members and those members whose member status is that of
exit liability as they have transferred benefits out to an alternative pension
arrangement. The remedy will also apply to death in service and survivor benefits.
The remedy will be in place up to and including 31/03/2022 and apply to those
members within scope.

A team of five experienced Pension personnel were seconded to the McCloud Team
early 2021; the prime purpose of which is to oversee the application of the McCloud
remedy to member benefits. In readiness of the application of the McCloud remedy,
there has been considerable employer engagement whilst undertaking an in-depth
data cleansing exercise to ensure the accuracy of all part-time hours and service
breaks recorded on member records.

Audit of Fund

To ensure efficiencies are met the Fund is subject to both internal and external audit
of its practices and internal controls on a regular basis. Full compliance is essential
in response to reasonable requests. Recommendations presented are considered
and actioned accordingly. Alternative means of gathering evidence of the
efficiencies of the administration management includes:

Pension Committee Reporting
Reporting of breaches policy
The Pension Regulators annual scheme return.

The Pensions Regulator Code of Practice

The Fund complies with the Pensions Regulator Public Service Code of Practice
(Governance and Administration of the Public Service Pension Schemes) which
came into force with effect from 15t April 2015. The code is currently subject to
review however, its main ethos is to provide LGPS Funds with a summary of their
key governance and administration duties and the standards of conduct, record
keeping and practice expected by the Pensions Regulator.
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Legislative Changes in the LGPS during 2021/22

19 March 2021 - Correction Slip 1 The Restriction of Public Sector Exit
Payments (Revocation) Regulations 2021 - prepared by the Lords
Commissioners of Her Majesty’s Treasury Laid before Parliament 25" February
2021 and came into force 19" March 2021. The Regulations revoked the previously
published Restriction of Public Sector Exit Payments Regulations 2020(2)

April 2021 — The Occupational and Personal Pension Schemes (General Levy)
(Amendment) Regulations 2021 — prepared by the Department for Work and
Pensions and laid before Parliament on 04 March 2021 and come into force on 01
April 202 and confirm what the increased rates that will apply for the next three
years. These Regulations give effect to a new structure and to new rates that will be
used to calculate the General Levy (“the levy”) payable by occupational pension
schemes and personal pension schemes.

April 2021 — The Accounts and Audit (Coronavirus)(Amendment) Regulations
21 — prepared by the Ministry of Housing, Communities and Local Government and
laid before Parliament by Command of Her Majesty. This instrument amends the
Accounts and Audit Regulations 2015 (S.I 2015/234) (“the 2015 Regulations”) by
delaying the dates for certain public and local bodies to publish, and make available
for inspection, their annual accounts and supporting documents. These Regulations
apply only in relation to annual accounts relating to the 2020/21 and 2021/22
financial years.

April 2021 — The Pensions Increase Review Order 2021 in accordance with the
Pension Increase (Review) Order 2021 - This Order Laid before Parliament on 11
March 2021 came into force 12 April 2021 and makes provision for the annual
increase of official pensions (as defined in the Pensions (Increase) Act 1971). The
Order provides for an increase of 0.5 per cent from 12 April 2021 for all official
pensions, except for those, which have been in payment for less than a year, which
will receive a pro-rata increase.

April 2021 - THE PUBLIC SERVICE PENSIONS REVALUATION ORDER 2021 -
prepared by HM Treasury and laid before the House of Commons on 11 March 2021
by Command of Her Majesty. This Order specifies the annual percentage change in
prices, and earnings, to be applied for the purposes of revaluation required by
schemes under the Public Service Pensions Act 2013 (“the Act”) in relation to the
period 1 April to 31 March and applies to Career Average Revalued Earnings
Schemes. . The prices metric that was used for revaluation from April 2020 to 31
March 2021 inclusive is the September 2020 CPI figure, which represents an
increase of 0.5%. CPI is the Government’s preferred measure of change in prices
for the indexation of public service pensions in payment and deferment.

April 2021 - LGPS Additional Pension purchase limit applicable for 2021/22 in
England and Wales - Regulations 16(6) and 31(2) of the LGPS Regulations 2013
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state that the additional pension limit is increased on the 1 April each year as if it
were a pension beginning on 1 April 2013 to which the Pensions (Increase) Act 1971
applied. The pensions increase due on the 1 April 2021 is the increase that applied
on 06 April 2020 (as the 2021 increase does not take effect until 12 April 2021). The
additional pension limit of £7,194 that applied in 2020/21 is increased by 1.7% to
£7,316 from the 1 April 2021.

06 April 2021 - THE AUTOMATIC ENROLMENT (EARNINGS TRIGGER AND
QUALIFYING EARNINGS BAND) ORDER 2021 prepared by the Department for
Work and Pensions and laid before Parliament by Command of Her Majesty. This
sets out revised amounts for the 2021/22 tax year for the upper and lower thresholds
of the automatic enrolment qualifying earnings band, and rounded figures for the
earnings trigger and qualifying earnings band. It has been concluded that the
amounts for the qualifying earnings band should continue to be aligned with the
National Insurance Contributions Lower and Upper Earnings Limits for the tax year
2020/21 and that the automatic enrolment earnings trigger should remain at
£10,000.

06 April 2021 - THE SOCIAL SECURITY (CONTRIBUTIONS) (RATES, LIMITS
AND THRESHOLDS AMENDMENTS AND NATIONAL INSURANCE FUNDS

PAYMENTS) REGULATIONS 2021 - prepared by HM Revenue and Customs and
laid before Parliament by Command of Her Majesty. This instrument gives effect to
the annual re-rating of various National Insurance contributions (NICs) rates, limits
and thresholds for the purposes of calculating Class 1, Class 2, Class 3 and Class 4
NICs liability (or voluntary payment) for the tax year beginning 6 April 2021. It also
allows for payment of a Treasury Grant not exceeding 17 per cent of the estimated
benefit expenditure for the 2021-22 tax year to be made into the National Insurance

Fund, and makes corresponding provision for Northern Ireland.

6 April 2021 -The Guaranteed Minimum Pensions Increase Order 2021 - This
Order specifies the percentage by which that part of any guaranteed minimum
pension attributable to earnings factors for the tax years 1988-89 to 1996-97 and
payable by contracted-out, defined benefit occupational pension schemes. This
instrument specifies that the GMP is to be increased by 0.5 per cent from 06 April
2021 in accordance with Section 109(3) of the Pension Schemes Act 1993 (c. 48).

6 April 2021 - Annual allowance and lifetime allowance limits applicable from 6
April 2019 - The Finance Act 2004 (Standard Lifetime Allowance) Regulations 2020
[SI 2019/29] amends the Lifetime Allowance limit to £1,073,100 with effect from the
6 April 2020. The Annual Allowance, as defined by the Finance Act 2004 (as
amended), remains unchanged at £40,000 for 2020/21.

10 June 2021 — Finance Act 2021 — received Royal Assent. The Act gives legal
effect to the Government’s decision to freeze the lifetime allowance at £1,073,100
for tax years 2021/22 to 2025/26 as announced at the last budget.

19 July 2021 — Public Service Pensions and Judicial Offices Bill — This Bill
makes provision to rectify the unlawful age discrimination identified by the McCloud
judgement.

Page 30
18



Appendix 1

24 August 2021 — The Pension Schemes Act 2021 (Commencement No 3 and
Transitional and Savings Provisions) Regulations 2021. The Secretary of State
for Work and Pensions in exercise of the powers conferred by Section 131(1), (4)
and (5) of the Pension Schemes Act 2021(1). These Regulations bring into force
provisions of the Pension Schemes Act 2021. They are the third commencement
regulations to be made under the Act.

01 October 2021 - The Occupational Pension Schemes (Administration,
Investment, Charges and Governance)(Amendment) Regulations 2021 - This
instrument places new administration and governance requirements on trustees of
occupational defined contribution pension schemes (DC), in particular to require
trustees of certain DC pension schemes to disclose their investment returns and
demonstrate that they are providing value for the members.

01 October 2021 - The Pensions Regulator (Employer Resources Test)
Regulations 2021 — This instrument sets out what constitutes the resources of the
employer for the purposes of the “employer resources test” and sets out the basis
for how the value of the resources of the employer is to be calculated, determined
and verified. The “employer resources test” is one of the two new jurisdictional tests
introduced by the Pension Schemes Act 2021, through which The Pensions
Regulator can assess if any act or failure to act satisfies the requirements for issuing
a contribution notice which imposes an obligation on the recipient to pay a specified
sum of money to a define benefit pension scheme.

30 November 2021 — The Occupational and Personal Pension Schemes
(Conditions for Transfers) Regulations 2021 — As prepared by the Department for
Work and Pensions and laid before Parliament by Command of Her Majesty. This
instrument introduces new powers for trustees and managers of occupational
personal pension schemes to protect their members from scams in the exercise of
those members statutory right to transfer pension benefits out of their scheme to
another occupational or personal pension scheme. The statutory right to transfer
accrued rights to benefits, or pension credit rights, to another pension scheme will
only be able to be exercised by the member when one of the new conditions for
transfers is met.

17 January 2022 — The Occupational and Personal Pension Schemes
(Disclosure of Information)(Requirements to Refer Members to Guidance
etc.)(Amendment) Regulations 2022 — As prepared by the Department for Work
and Pensions and laid before Parliament by Command of Her Majesty. The purpose
of this instrument is to make amendments to regulations governing the disclosure
requirements for occupational and personal pension schemes. It will place new
requirements on the trustees or managers of certain occupational pension schemes
(defined contribution pension schemes) to ensure relevant beneficiaries are referred
to appropriate pension guidance. These Regulations come into force on 01 June
2022.

20 September 2021 — The Ministry of Housing, Communities and Local Government
(MHCLG) was renamed by the government to ‘Department for Levelling Up, Housing
and Communities’.
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06 October 2021 — Scheme Advisory Board confirm Kemi Badenoch MP as the new
minister for the LGPS.

07 October 2021 — The Public Service Pensions (Valuations and Employer Cost
Cap)(Amendment) Directions 2021 were published by HM Treasury. These
Amending Directions allow schemes to conclude their 2016 valuations by setting out
how they must carry out the cost control element of those valuations.

08 November 2021 — Updated Code of Transparency now online. Following a
consultation with Code signatories proposed the Board at its meeting on 27
September 2021 agreed amendments to the LGPS Code of Transparency. The
updated Code wording is available to view at LGPS Scheme Advisory Board - The
Code (lgpsboard.orq)

16 December 2021 — Review of the LGPS E & W 2019 Fund Valuations — Section
13 Report Published. The Department for Levelling Up, Housing and Communities
published the Governments Actuary’s Department report on the 2019 fund
valuations, which is required by Section 13 of the Public Service Pensions Act 2013.
Findings are available to view at Local Government Pension Scheme: review of the
actuarial valuations of funds as at 31 March 2019 - GOV.UK (www.gov.uk)

31 January 2022 — DWO Consultation on Pension Dashboards Regulations
launched. The consultation closed on 13 March 2022.

02 February 2022 - The Department for Levelling Up, Housing and Communities
published Levelling Up whitepaper. The government published the Levelling UP
whitepaper which includes references to LGPS funds having plans for up to 5% of
assets to be allocated to projects which support local areas.

Other impacting legislation
Cessation of Contracting Out

The basic state pension and state second pension (S2P) were abolished on 5" April
2016 and replaced by a single-tier pension.

For LGPS members, this has meant an increase in National Insurance (NI)
contributions for both members and their employers as the previous rebate allowed,
to contract-out pension schemes out of S2P, now no longer applies.

An additional implication of the cessation of contracting out is that members of all
pension schemes, which had contracted-out status, have a Guaranteed Minimum
Pension (GMP), which relates to the part of their pension between 6" April 1978 and
5t April 1997 for which they were contracted out. The GMP is not an additional
amount but is an amount which the Scheme must ensure at least equals the
members equivalent LGPS pension at State Pension Age.

To ensure that pension scheme records reconcile with those of HMRC, the formerly
contracted-out pension schemes, including the LGPS, are undertaking an exercise
to ensure the correct information is held on members’ records. The reconciliation
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exercise initially had to be completed by December 2018; however, to address
outstanding queries this has been extended in accordance with HMRC direction.

This exercise has proved to be extremely challenging and has led to considerable
work to ensure that the Fund does not incur unwarranted liabilities. To allow for this
the Fund has outsourced the exercise to a third party who are dealing specifically
with the reconciliation exercise. The exercise is still ongoing however, it is
anticipated that the findings will be received by the Fund mid-late 2022.

Tax Reform

The last few years has seen major steps taken by the Government to reduce tax-
free allowances on pension accrual.

The Lifetime Allowance (LTA), which is the total amount an individual can hold in all
their pension savings, reduced to £1.25m from 6" April 2014 with further reductions
applied. From 2018/19 onwards, the lifetime allowance has been subject to an
increase each year in line with inflation and for the tax year 2021/22, this is
£1,073,100m. The current LTA is frozen for the next 5 fiscal years.

As a means of best practice, the Fund engages with its members were a future LTA
breach has been identified this will allow for sufficient time for individuals to seek
independent financial advice concerning taxation matters.

In addition, HMRC also limits the amount by which the total value of a person’s
pension benefits can increase in a year. The Annual Allowance limit reduced to
£40,000 with effect from 1t April 2014 and remained at this level for 2021/22, which
has resulted in more members becoming subject to tax charges on the excess
accrued. The Fund undertakes an exercise each year and any member subject to
an Annual Allowance breach will be issued with a Pension Saving Statement by 06
October.
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Wales Pension Partnership (WPP) — Asset Pooling
The WPP was established in 2017 with the objective to deliver:

e economies of scale

e strong governance and decision making

e reduced costs and excellent value for money, and

e an improved capacity and capability to invest in infrastructure

The WPP is one of the eight Local Government Pension pools nationally and is a
collaboration of the eight LGPS funds in Wales including Cardiff and the Vale of
Glamorgan, Clwyd, Dyfed, Greater Gwent (Torfaen), Gwynedd, Powys, Rhondda
Cynon Taff and Swansea. The eight funds have a long, successful history of
collaboration including a collaborative tender for a single passive equity provider for
the Welsh funds pre-dating the Government’s pooling initiative.

Collective investment management offers the potential for investment fee savings,
opportunities to broaden investment portfolios, enhanced voting and engagement
activity as well as access to shared knowledge and best practice. Whilst the WPP is
responsible for providing collaborative investment solutions, each constituent
authority remains responsible for setting their own investment strategy.

WPP’s operating model is designed to be flexible and deliver value for money. WPP
appointed an external fund Operator and makes use of external advisers to bring
best of breed expertise to support the running of the Pool. The Operator is Link Fund
Solutions and they have partnered with Russell Investments to deliver effective
investment management solutions and provide strong net of fee performance for all
the Constituent Authorities.

Governance

The WPP details how it deals with all aspects of Governance through its Inter
Authority Agreement (IAA) which was approved by all eight Constituent Authorities in
March 2017. The IAA defines the standards, roles and responsibilities of the
Constituent Authorities, its Members, Committees and Officers and includes a
Scheme of Delegation outlining the decision-making process. In line with its belief
that good governance should lead to superior outcomes for stakeholders, the WPP
has put in place a robust governance structure:
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The eight Constituent Authorities of the WPP are:

e Carmarthenshire County Council (Host)

e City and County of Swansea Council

e City of Cardiff Council

¢ Flintshire County Council

e Gwynedd Council

e Powys County Council

e Rhondda Cynon Taff County Borough Council
e Torfaen County Borough Council

The Constituent Authorities sit at the top of the WPP’s governance structure. They
retain control of all activity carried out by the WPP and remain responsible for
approving the WPP’s Business Plan, which outlines the WPP’s budget and work
plan, as well at its Beliefs and Objectives.

The WPP operates a Joint Governance Committee (JGC), with the investment
infrastructure and management appointment processes operated by Link Fund
Solutions and Russell Investments.

The JGC oversees and reports on the WPP and is comprised of one elected
member from each of the eight Constituent Authorities.

The Officer Working Group (OWG) provides support and advice to the Joint
Governance Committee and is comprised of practitioners and Section 151 officers
from all eight Constituent Authorities.

Carmarthenshire County Council is the Host Authority for the WPP and is
responsible for providing administrative and secretarial support to the JGC and the
OWG, and liaising day to day with the Operator on behalf of all of the Welsh LGPS
funds.
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Link Fund Solutions (Operator) carries out a broad range of services for the WPP,
which includes facilitating investment vehicles & sub-funds, performance reporting,
transition implementation and manager monitoring and fee negotiations. There is an
Operator Agreement in place which sets out the contractual duties of the Operator
and governs the relationship between the Operator and the WPP. The JGC and
OWG, with the support of Hymans Robertson, oversee the work that Link Fund
Solutions carries out on behalf of the WPP. Link engages with the Constituent
Authorities by:

e Direct engagement — attendance at annual committee meetings
e Indirect engagement — with CAs collectively, through the JGC and OWG

In collaboration with Link Fund Solutions, Russell Investments provide investment
management solution services to the WPP and they work in consultation with WPP’s
eight Constituent Authorities to establish investment vehicles.

Northern Trust is the Depository for the WPP ACS vehicle and provides numerous
services including securities lending, fund administration, compliance monitoring and
reporting.

Hymans Robertson are WPP’s Oversight Advisor and their role spans oversight and
advice on governance arrangements, operator services, strategic investment
aspects and project management support.

Burges Salmon are WPP’s legal advisors and they provide legal advice in relation to
FCA regulated funds, tax and governance arrangements, including assisting with
complex procurement processes.

Robeco UK are the appointed Voting and Engagement provider for WPP and are
responsible for implementing the Voting Policy across WPP’s portfolio and
undertaking engagement activity on behalf of the WPP.

Bfinance were appointed in 2021/22 to oversee the procurement of an Allocator for
future WPP private market investments. The initial procurement exercise has
resulted in the appointment of managers for private credit, open ended and closed
ended infrastructure. The procurement exercise for private equity is ongoing and the
property procurement will commence in the autumn of 2022.

WPP Policies

The WPP’s beliefs are the foundation for WPP’s governance framework and have
been used to guide all of the WPP’s activities and decision making, including its
objectives and policies. The WPP, in consultation with the Constituent Authorities,
has developed a set of governing policies. In all instances the WPP’s policies and
procedures have been developed to either complement or supplement the existing
procedures and policies of the Constituent Authorities. The WPP’s key policies,
registers and plans are listed below and can be found on the WPP website.
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Overarching Principles
WPP Objectives
WPP Beliefs

Investment Training & Communication Governance

Responsible Investment Policy Training Policy & Plan Governance Manual
Climate Risk Policy Communication Policy Governance Decision Matrix
Voting Policy Risk Policy
Risk Register

Conflict of Interest Policy

Responsible Investment has been a key priority for the WPP since it was
established in 2017. Various activities have been undertaken to work towards
WPP’s ambition of becoming a leader in Responsible Investment. Initially the focus
was on formulating a Responsible Investment Policy and since then the WPP has
formulated its own Climate Risk Policy and has worked with its Voting and
Engagement Provider, Robeco, to agree a Voting Policy. An established WPP RI
Sub-Group oversees RI related workstreams and actions that are required to
achieve the commitments made in the WPP’s RI and Climate Risk Policies.

The WPP’s Business Plan, Governance Manual and all other policies detailed in the
chart above can be found on the WPP website:

https://www.walespensionpartnership.orqg/

Risk

Risk management is a critical element of WPP’s commitment to good governance,
the WPP has developed a structured, extensive and robust risk strategy which seeks
to identify and measure key risks and ensure that suitable controls and governance
procedures are in place to manage these risks. The WPP’s Risk Policy has been
developed in such a way that risks can be anticipated and dealt with in a swift,
effective manner to minimise potential loss or harm to the WPP and its stakeholders.

WPP maintains a Risk Register which is reviewed regularly by a dedicated Risk Sub-
Group which reports back to the OWG and JGC on a quarterly basis.

Pooling progress to date

The WPP aims to deliver investment solutions that allow the Constituent Authorities
to implement their own investment strategies with material cost savings while
continuing to deliver investment performance to their stakeholders. The WPP have
made significant progress towards delivering on this objective. The launching of
WPPs first three active equity sub-funds in 2019/20, five fixed income sub-funds in
2020/21 and the Emerging Markets equity sub-fund in 2021/22, alongside the
Constituent Authorities existing passive investments, has meant that that the WPP
has now pooled 72% of assets.
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As at 31 March 2022, WPP has total assets worth £23.1bn, £16.6bn of which sits
within the pool, see breakdown below:

Asset Class Managed by Launch Date 31 March 2022 %
£000

Global Growth Equity | Link Fund Solutions | February 2019 3,303,494 14.3

Fund

Global Opportunities | Russell February 2019 3,387,940 14.7

Equity Fund Investments

UK Opportunities Russell September 2019 730,278 3.2

Equity Fund Investments

Emerging Markets Russell October 2021 464,615 2

Equity Fund Investments

Global Credit Fund Russell July 2020 757,659 3.3
Investments

Global Government Russell July 2020 507,273 2.2

Bond Fund Investments

UK Credit Fund Link Fund Solutions | July 2020 574,224 25

Multi-Asset Credit Russell July 2020 723,184 3.1

Fund Investments

Absolute Return Russell September 2020 509,605 2.2

Bond Fund Investments

Passive Investments | BlackRock March 2016 5,599,927 24.2

Investments not yet pooled 6,534,711 28.3

Total Investments across all 8 Pension Funds 23,092,910 100

Investment assets split between City & County of Swansea Pension Fund and WPP

31 March 2022 %
£000

WPP Global Opportunities Equity Fund 1,329,086 45
WPP Fixed Income Funds 128,818 4
Passive Equities 866,812 30
Equity Protection Mandate 35,481 2
Investments not yet pooled 565,330 19
Total Investment Assets 2,925,527 100

The above table is an extract taken the note on page 123 of the accounts and
summarises City & County of Swansea Pension Fund’s investment in the WPP,
together with the assets that remain under the direct oversight of the Fund. The
table above shows the assets currently managed by the pool as at 31st March
2022.
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Pooling costs

Carmarthenshire County Council, as the Host Authority for the Wales Pension
Partnership is responsible for providing administrative and secretarial support and
liaising day to day with the Operator on behalf of all of the LGPS funds in Wales.
The WPP budget is included in the WPP Business Plan and approved annually by
all eight Constituent Authorities.

The Host Authority and External Advisor costs, the running costs are funded equally
(unless specific projects have been agreed for individual Funds) by all eight of the
Constituent Authorities and recharged on an annual basis. The amount recharged to
the City & County of Swansea Pension Fund for the financial year ending 31 March
2021 was £135k, see table below.

Included in the management expenses is the cost of our involvement in the Wales
Pension Partnership (WPP) collective Investment Pooling arrangements.

The table below reflects the costs incurred in financial years 2020/21 and 2021/22

2020/21 | 2021/22
£000 £000

WPP Oversight & Governance Costs

Host Authority Costs 88 135
WPP Investment Management Expenses

Fund Manager Fees 898 983
Custody Fees 238 252
Transaction Costs * 834 1,165
Total 2,058 2,535

The oversight and governance costs are the annual running costs of the pool which
includes the host authority costs and other external advisor costs. These costs are
funded equally by all eight of the local authority Pension Funds in Wales. The
investment management expenses are fees payable to Link Fund Solutions (the
WPP Operator) and include fund manager fees (which also includes the operator
fee and other associated costs), transaction costs and custody fees. These costs
are based on each Fund's percentage share of WPP pooled assets and are
deducted from the Net Asset Value (NAV).

Transition Costs
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In addition to the WPP Oversight and Governance costs shown above, the Fund
also incurred costs associated with the transition of its assets into the pool. To date,
the Fund has undergone three transitions in relation to the WPP, one in 2018/19
(Global equities) and a further two transitions in 2020/21 (Fixed Income).

The costs of transitioning assets can be categorised in terms of direct and indirect
costs. Direct costs include the costs of appointing a transition manager to undertake
the transition, together with any additional oversight of this process undertaken from
a research and reflection perspective. Indirect costs are both the explicit and implicit
costs of transition, such as commissions, spread and impact and opportunity costs
known as Implementation Shortfall. Aside from the direct transition costs disclosed
above, the majority of transition costs are directly attributable to the assets
undergoing the transition and are therefore deducted from their value as opposed to
a direct charge to the Fund.

There were no direct transition costs incurred by the City & County of Swansea
Pension Fund in 2021/22.

Ongoing Investment Management Costs

The table below discloses the investment management costs split between those
held by the WPP (including the passive equities) and those held outside of the WPP.
Noting that only the Direct costs are chargeable to the Fund, the Indirect costs
represent the underlying fees paid to fund managers and are disclosed as a note
only in the accounts.

Asset Pool Non-Asset Pool Fund
Total
Direct Indirect Total Direct Indirect Total £000
s
£000s £000s £000s £000s £000s £000s
Management
692 2,473 3,165 4911| 10,732| 15643 18,308
Fees
Performance
0 0 0 5,710 0 5,710 5,710
Fees
Asset pool shared
135 0 135 135
costs
Transaction costs 1,165 180 1,345 1,899 0 1,899 3,244
Custody 251 0 251 33 0 33 284
Other 291 0 291 291
Total £000 2,534 2,653 5,187 12,553 10,732 23,285 28,472
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Asset Allocation and Performance

The following table shows how each of the investment mandates has performed
during the year, with opening and closing values and one year performance included
net of fees where available. In addition, the table splits out investments under pooled
arrangements with the WPP and those that remain under non-pooled investment
arrangements with the Fund’s legacy managers as at 31st March 2022.

Asset Category Opening Value Closing Value Pe(rflo;renaiarr)lce Benchmark

Pooled Assets £'000s % £'000s % Net % %o

LF Wales PP Global Opportunities Fund 1,222 602 47 1] 1,329,086 454 110 124
LF Wales PP Multi Asset Credit Fund 65,578 25 64,439 22 23 41
LF Wales PP Absoute Return Bond Fund 64,102 25 64,378 22 04 21
Equity Protection Mandate (includes Derivatives) 20,707 0.8 35,481 1.3 57 53
Blackrock ACS World Low Carbon Tracker Equity Fund 605,237 23.1 702,440 24.0 16.06 15.74
Aquila Life All Stk UK ILG IDX S1 35,919 1.3 37,745 1.3 5.08 5.1
Aquila Life All Stk UK Gilt IDX 81 65,790 25 62,458 2.1 -5.06 -5.08
Aquila Life Overseas Bond IDX 16,997 0.6 16,581 0.6 -2.45 -2.43
Ishares EM IDX FD GBP 51,453 2.0 47,588 1.6 -7.51 -7.12
Sub Total 2,148,385 82.4| 2,360,196 80.7

Assets not vet pooled

Schroders UK Property Fund 52,971 2.0 65,010 22 19.0 231
Partners Group Global Property Fund 14,620 0.6 13,753 04 94 239
Invesco Real Estate European Property Fund 28,683 1.1 30,614 1.1 10.8 239
EnTrustPermal Global Absolute Return Fund 28,958 1.1 28,276 1.0 -3.5 08
Blackrock Appreciation Strategy Fund 31,104 1.2 32,581 1.1 4.7 92
HarbourVest Private Equity Fund 140,311 54| 152,884 52 16.0 104
Blackstone Strategic Capital Holdings 6,580 0 48,893 1.7 141 71
First Sentier EDIF 11 Infrastructure Fund 73,822 2.8 81,910 2.8 226 6.0
Blackrock Global Renewable Power Fund 111 1,843 0.1 4703 02 N/A N/A
Alcentra European Direct Lending Fund 111 16,501 0.6 15,884 0.5 55 8.0
CVC Credit Partners Europe Direct Lending Fund 111 13,184 1.0 19,547 0.7 50 75
GSAM Broad Street Loan Partners 1V 8,295 0 20,817 0.7 20 5.9
BMO - UK Housing Fund - - - - - -
Man Group - Community Housing Fund - - 18,192 06 N/A N/A
Manulife - Hancock Timberland & Farmland Fund - - 133 0.0 N/A N/A
Cash (In-house and with Managers) 44 716 1.7 32,133 1.1 04 0.4
Sub Total 461,588 17.6| 565,330 19.3

Total 2,609,973 100.0| 2,925,526 100.0

* MiA - Where Net Performance Return is unavailabe or where the fund is less than one year old

Securities Lending

Northern Trust, Custodian for the Wales Pension Partnership manages a securities
lending programme for the fund. Securities lending commenced in March 2020.
Revenue is split on an 85:15 basis between WPP and Northern Trust with all costs
for running the securities lending programme taken from Northern Trust’s share of
the fee split. A minimum of 5% of the nominal quantity of each individual equity
holding is held back and a maximum of 25% of total AUM is on loan at any one time.

Total revenue of LF Wales Revenue during 2021/22 was £1,101,659 with
£430,743,792 out on loan as at 31st March 2022.
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Responsible Investment

Responsible Investment (“‘RI”) continues to be a key priority for the Welsh
Constituent Authorities. In 2020/21 WPP worked towards drafting and agreeing a
Climate Risk Policy — this outlines the unified climate risk beliefs and what measures
we have adopted to manage climate risk within the WPP Sub-Funds. In August
2020, a dedicated WPP RI Sub-Group was established in recognition of the
important of this subject matter. The Sub-Group meets twice a quarter and is
responsible for progressing any RI related workstreams. The RI Sub-Group has
already demonstrated its effectiveness and efficiency by delivering on one of the
main commitments made in both the WPP’s RI and Climate Risk Policies — the
development of reporting that allows the WPP to monitor and manage RI and
Climate Risk risks. The sub group now receives detailed RI and Climate Risk
monitoring reports for each of the WPP’s Sub-Funds on a quarterly basis.

In 2022 the WPP established its approach as a responsible investor involving
oversight and monitoring of its voting policy, the establishment of an engagement
framework, Environmental, Social and Governance (ESG) metrics monitoring and
reporting output in accordance with the requirements namely the Task Force on
Climate Related Financial Disclosures (TCFD). This guidance is currently out for
consultation.

(TCFD - A description of the governance-related arrangements of an organisation to
measure and managing climate-related risks and opportunities. A description of the
processes in place for measuring and managing climate-related risks and
opportunities).

Objectives 2021/22
Private Market Sub Funds

Following the launch of a number of sub-funds to date, progress continues to be
made with significant rationalisation of the existing range of mandates. The operator
will be developing and launching a further series of sub-funds which will collectively
reflect the strategic asset allocation needs of the eight constituent funds and
facilitate a significant move of the assets to be pooled.

In establishing the WPP pool, the focus has been on pooling the most liquid assets,
namely equities and fixed income. The next step was formulate an approach to
pooling to manage illiquid assets such as Private Equity, Property, Private
Debt/Credit and Infrastructure.

For this to be successful, it was determined that a formal procurement process
would be undertaken to appoint a private markets consultant with a view to them
assisting in appointing managers for each private market sub fund/asset class.
Following the procurement process using the Norfolk LGPS framework for
consultants, Bfinance were appointed as private market advisor to facilitate the
procurement exercise, this culminated in interviews with the short-listed fund
managers in February 2022. The appointment of the three successful managers for
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Private Credit, Close-ended Infrastructure and Open-ended Infrastructure were
approved by the Joint Governance Committee on the 234 March 2022.

The process for procuring a Private Equity Allocator has commenced with the RFP
(Request for Proposal) being launched in April 2022, with the hope that the
successful managers will be approved by JGC in September 2022.

New Sub Fund - Sustainable Equity

Russell Investments, the funds appointed Investment Managers were tasked in
2021/22 to build a bespoke sustainable equity sub-fund to provide a framework for
WPP’s proposed exclusions to include:

- Diversified fund exposure

- Alignment to WPP sustainability goals including Net Zero alignment and a
clear climate focus.

- Multi-channel approach to engagement and commitment to deliver reporting
outcomes aligned with the Sustainable Development Goals (SDGS).

- To offer flexibility to evolve as the WPP’s requirements change, or as the
sustainable themes develop further. Utilising Russell's Enhanced Portfolio
Implementation (EPI).

The final proposed sub-fund structure was discussed at OWG in May 22 and will be
taken to JGC in July 22 for approval.

Other Matters
UK Stewardship Code

It was announced in March 2022 that Wales Pension Partnership became a
signatory to the UK Stewardship Code.

https://www.frc.org.uk/investors/uk-stewardship-code/uk-stewardship-code-
signatories

The 2020 UK Stewardship Code sets a high bar for stewardship, a standard to
which the WPP sought to meet through its approach to responsible investment. The
WPP is therefore delighted to be recognised as a signatory to the Code.

The report for the year ending 31 March 2021 covered the first step on WPP’s
journey, a year when WPP put in place solid foundations through the appointment
of Robeco as a stewardship provider, the establishment of our Responsible
Investment Sub-Group and began the process of ensuring that our policy
commitments were implemented. WPP also worked closely with Link Fund
Solutions and Russell Investments during the year to develop and implement an
innovative decarbonisation strategy for our Global Opportunities Fund, a process
that we have since sought to extend to our other Sub-Funds.
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JGC Scheme Member Representative

In November 2021, the Inter Authority Agreement was amended to reflect the
changes required to support the appointment of Scheme Member JGC
representatives.

The interviews took place in February 2022 and the following appointments were
made :

SMR — Osian Richards
Deputy SMR - lan Guy

Training

The WPP has its own training policy and develops an annual training plan which is
designed to supplement existing Constituent Authority training plans. Local level
training needs will continue to be addressed by Constituent Authorities while the
WPP training plan will offer training that is relevant to the WPP’s pooling activities.

It is best practice for WPP personnel to have appropriate knowledge and
understanding of:

- the regulations and markets relating to pensions;
- the pooling of Local Authority Pension Schemes;
- relevant investment opportunities.

In accordance with the approved training plan, the following training was undertaken
by both Committee and Board members during 2021/22.

Topic Product Knowledge Date

Private Markets Asset Classes & Implementation, 21/04/2021
Fund Wrappers & Governance

Responsible Investment Responsible Investment Indices and | 20/07/2021
Solutions, Responsible Investment

Reporting
Investment Performance | Performance Reporting & Manager 18/09/2021
& Risk Management Benchmarking. Roles &
Responsibilities with the ACS.
Guidance, Regulatory & Good Governance & Cost 19/01/2022
Best Practice Transparency
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The following risk table identifies two frequently monitored risks from a Fund
perspective when managing the arrangements in place through transitioning assets

into the WPP.

Risk Identified

Potential Consequences

Risk
Score
Range

Controls / Mitigation

Financial losses
experienced during
the process of
transitioning Fund
assets into the Wales
Pension Partnership
(WPP) pool.

Poorly executed transitions of
pension assets could result in
high trading costs or loss of Net
Asset Value in the short-term.

High

e The WPP and its
constituent authorities
take professional and
timely advice from its
advisors to ensure it is
undertaking transition
activity within an
appropriate market
environment.

e Areconciliation of
assets transferred to the
pool is undertaken by
the investments team
following each transition.

e A detailed report from
the appointed transition
experts commissioned
by the WPP will be
produced following each
transition to provide
added assurance to
constituent Funds and
their elected members.

Investment pooling
with the Wales
Pension Partnership
(WPP) fails to deliver
long-term investment
returns.

The WPP fails to deliver long-
term investment returns beyond
what the Fund would have
expected to generate had
pooling not occurred. This would
result in a longer payback period
on the initial investment
envisaged, and the likelihood of
needing to increase employer
contribution rates as a result in
order to ensure pension
liabilities are fully funded in the
future.

High

e Substantial governance
arrangements are in
place at both officer
(Officer Working Group)
and shareholder (Joint
Governance Committee)
levels.

e Both the WPP and the
constituent authorities
take professional
external advice on the
opportunities for
investment through the
contractual relationship
with Link Fund Solutions
and Russell Investment
advisors.

e The WPP, together with
constituent authorities,
monitor the performance
of investments and hold
Link and Russell to
account as necessary.
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Whilst the risk score range attributable to the above is categorised as high, the
Fund is comfortable with the level of mitigation in place in which to manage them.
The Fund recognises that the process of transitioning assets will continue for a
number of years and so this risk will continue to be monitored as appropriate until
such time that we feel it can reduced to an acceptably low level or removed
altogether. The risk of the WPP failing to deliver long-term performance remains
high as this underpins the justification for pooling collaboration generally. As such,
this risk is likely to remain in place for the foreseeable future. However, as the
WPP continues to establish itself and the governance arrangements mature it is
expected that this level of risk will be reduced to an acceptable level.

City & County of Swansea — WPP Progress Update

City & County of Swansea Pension Fund currently has three sub-funds
invested via WPP, a Global Equity portfolio and two fixed income mandates —
a Multi Asset Credit fund and an Absolute Return Bond fund. Together with
the Blackrock Passive equity fund, this equates to 81% (£2.3b) of the fund
being pooled as at 31st March 2022.

The City & County of Swansea Pension Fund currently has an allocation to
emerging markets within its passive mandate, so did not participate in the
Emerging Market mandate which was established by WPP in 2020/21

As part of the WPP, City & County of Swansea officers participate in the
Responsible Investment (RI) Sub Group. The group meets twice a quarter and
is responsible for progressing any RI related work streams. In 2021/22 the
group has worked towards drafting and agreeing a Climate Risk Policy which
is aligned to the RI policy of the City & County of Swansea Pension Fund.

To aid the RI progress, during 2021/22, Russell Investments implemented an
Enhanced Portfolio Implementation (EPI) of a Low Carbon overlay for the
Global Opportunities equity fund.

In 2022/23 the fund will be participating in the new Sustainable Equity sub
fund currently being developed by Russell Investments, as part of the Net
Zero path.

The Private Markets sub group has also been working together regularly to
find a solution to pooling the private market assets, this will be tranche 5 of the
pooling process and is progressing as disclosed on page 30.

More detailed information can be found in WPP’s Annual Return which is published
on the WPP website - https://www.walespensionpartnership.orqg/
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Local Pension Board - Annual Report 2021/22
Introduction

In April 2016, the LGPS Scheme Advisory Board (SAB) was established as a
statutory body, to encourage best practice, increase transparency and co-ordinate
technical and statutory issues at national level. To assist each Pension fund achieve
these standards each Pension Fund has a new Local Pension Board working to
standard guidance set nationally.

In addition 2015 saw the Pensions Regulator's (tPR) role extended from private
sector pension to also cover public sector schemes. New procedures were
introduced during the year to meet the requirements of the Pensions Regulator’s
Code of Practice, including the reporting of statutory and regulatory breaches such
as late payment of contributions.

The purpose of the board is not to be involved in the day to day running of the
Pension Fund but rather to assist the Administering Authority in the work carried out
by the Fund and ensure that it complies with laws and regulations, including the
requirements of the Pensions Regulator.

The Regulator has set clear standards which it expects Pension Funds to meet and
will place reliance on the Local Pension Board to ensure these standards are met
and that they assist the Pension Fund in continually improving its operations. Since
the Board was established the Board has attended appropriate training to
understand requirements of the role, including the specific requirements of the
Pensions Regulator

Details of Membership

The Board consists of 6 members, 3 member representatives and 3 employer
representatives. All members are unpaid volunteers. During 2021/22 the Board was
made up of the following members :

Type Status Name Organisation

Employer New Clir Peter Jones City & County of
Swansea

Employer Current ClIr Alan Lockyer Neath County Borough
Council

Employer Current Mr David Mackerras | Pelenna Community
Council

Member Current Mr lan Guy (Chair) Union nominated
representative

Member Current Mr David White Union nominated
representative

Member Current Ms Rosemary Broad | Union nominated
representative
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Summary of 2021/22

During the year the Local Pension Board have reviewed the Pension Fund
Committee Reports around:

Breaches Reporting

Competition and Markets Authority Update

CCS PF Business Plan 2022/23

The 2020/21 Annual Report and Statement of Accounts

The Wales Audit Office Audit Plan and the ISA 260 Audit Report
Funding Strategy Statement

Investment Strategy Implementation Update

Net Zero Investment Strategy

Trustee Training

Policy Update — Cash Management

Policy Update — Exit Cap update

Changes to Custody arrangements

Wales Pension Partnership — Asset Pooling Updates

Wales Pension Partnership — Responsible Investment Policy
Quarterly Investment Managers Reports

Attendance at Meetings
The terms of reference for the Board state that there should be a minimum of 2
meetings per financial year. The Local Pension Board met on the :

e 1St April 2021
e 23" September 2021
e 2" December 2021

Attendance at the above meetings was recorded at 72% by the appointed Board
members.

Skills & Development Activities

As the work of the Local Pension Board continues to develop, there is
understandably a focus on training and skills and knowledge attainment.

Local Pension Board Member Training

At the meeting of the Local Pension Board on the 15t April 2021, The Chief Treasury
and Technical Officer presented a report as part of the Business Plan outlining the
importance of member training. The training ensures compliance with the CIPFA
Public Sector Pensions Finance Knowledge & Skills Code of Practice and the
requirements for tPR.

Training Undertaken in the last 12 months as part of the Wales Pension Partnership

Training programme included :
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Topic Product Knowledge
Private Markets Asset Classes & Implementation, Fund Wrappers &
Governance

Responsible Investment Responsible Investment Indices and Solutions,
Responsible Investment Reporting

Investment Performance | Performance Reporting & Manager Benchmarking.
& Risk Management Roles & Responsibilities with the ACS.

Guidance, Regulatory & Good Governance & Cost Transparency
Best Practice

In 2021/22, informed by the National Knowledge Assessment undertaken and
outstanding training identified previously, the following training was identified as
appropriate training to be undertaken by members of the Local Pension Board :

- LGE (Local Government Employers) Trustee Fundamentals day 1, 2 & 3
- ESG training

- Pension Governance - the role of the Committee and the Board

- Pension Accounting & audit standards

- Actuarial valuation methodologies

Any other training identified by the Deputy Section 151 officer which is considered
appropriate.

Budget
The Board agreed a budget of £5k per annum to assist with its operation.
In 2021/22 the Board incurred £3K in costs.
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2.3

Annual Governance Statement 2021/22

Scope of Responsibility

The City and County of Swansea is responsible for ensuring that its business
is conducted in accordance with the law and proper standards, and that public
money is safeguarded and properly accounted for, and used economically,
efficiently and effectively. The Authority also has a duty under the Local
Government (Wales) Measure 2009 to make arrangements to secure
continuous improvement in the way in which its functions are exercised,
having regard to a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the City and County of Swansea is
responsible for putting in place proper arrangements for the governance of its
affairs, facilitating the effective exercise of its functions, which includes
arrangements for the management of risk.

The City and County of Swansea adopted a Code of Corporate Governance
on 24 August 2017, which is consistent with the principles of the new
CIPFA/SOLACE Framework ‘Delivering Good Governance in Local
Government 2016°. A copy of the Code can be found on the Council’s
website.

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, culture
and values, by which the Authority is directed and controlled and its activities
through which it accounts to, engages with and leads the community. It
enables the Authority to monitor the achievement of its strategic objectives
and to consider whether those objectives have led to the delivery of
appropriate services and value for money.

The system of internal control is a significant part of that framework and is
designed to manage risk to a reasonable level. It cannot eliminate all risk of
failure to achieve policies, aims and objectives and can therefore only provide
reasonable and not absolute assurance of effectiveness. The system of
internal control is based on an ongoing process designed to identify and
prioritise the risks to the achievement of the Authority’s policies, aims and
objectives, to evaluate the likelihood and potential impact of those risks being
realised and to manage them efficiently, effectively and economically.

The governance framework has been in place at the City and County of
Swansea throughout the year ended 31 March 2022 and up to the date of
approval of the Statement of Accounts.

The Governance Framework

The Council has adopted a Code of Corporate Governance based on the
“Delivering Good Governance in Local Government” framework published by
CIPFA and SOLACE in 2016.
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Achieving the Intended Outcomes
While Acting in the Public Interest at all Times

G. Implementing good C. Defining outcomes
practices in transparency, in terms of sustainable
reporting, and audit, to economic, social, and
deliver effective environmental benefits
accountability

A. Behaving with
integrity, demonstrating
strong commitment to ethical
values, and respecting
the rule of law

F. Managing risks D. Determining the
and performance through B. Ensuring openness interventions necessary
robust internal control and comprehensive to optimize the
and strong public stakeholder engagement achievement of the

financial management intended outcomes

Developing the
entity’s capacity,
including the capability
of its leadership and the
individuals within it

3.2  This Statement explains how the Council has complied with the Governance
Framework and meets the requirements of the Accounts and Audit (Wales)
Regulations 2014 (as amended by the Accounts and Audit (Wales)
(Amendment) Regulations 2018. The Council aims to achieve a good
standard of governance by adhering to the 7 key principles of the
CIPFA/Solace 2016 Guidance.

3.3 The 7 key principles are:

A) Behaving with integrity, demonstrating strong commitment to ethical
values, and respecting the rule of law.

B) Ensuring openness and comprehensive stakeholder engagement.

C) Defining outcomes in terms of sustainable economic, social and
environmental benefits.

D) Determining the interventions necessary to optimise the achievement
of the intended outcomes.

E) Developing the entity’'s capacity, including the capability of its
leadership and the individuals within it.

F) Managing risks and performance through robust internal control and
strong public financial management.

G) Implementing good practices in transparency, reporting and audit to
deliver effective accountability.

3.4  The application of the principles of good governance is summarised below

which sets out supporting information for the 7 key principles.
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3.5

Annual Governance Statement 2021/22

Note - The issues set out within the Governance Statement have been
materially affected by the COVID-19 pandemic. However, it should be
noted that the Statutory Governance Chief Officers and CMT continued
to maintain corporate grip to ensure that sufficient governance was
maintained throughout this unprecedented crisis and during the
recovery.
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Annual Governance Statement 2021/22

Behaving with integrity, demonstrating strong commitment to ethical values, and respecting the rule of

law

Sub Principles:

Behaving with Integrity

The behaviour and expectations of
officers/members is set out in the
Constitution, Officer and Member Code of
Conduct and Protocol.

The Monitoring Officer provides training on
the code of conduct and ensures the
highest standards of conduct by the
authority, members and officers — including
use of Council email protocol.

The Standards Committee is responsible
for monitoring and scrutinising the
standards of Members.

Member led authority principles with training

to senior officers and Cabinet members.

Compliance with a suite of policies/rules set

out in the Constitution.
The Constitution sets out requirements as

to gifts and hospitality and there are regular

reminders circulated to both officers and
members.

Demonstrating strong commitment to
ethical values

The Council’s appraisal and recruitment
system based on competencies, training and
objectives underpin personal behaviours with
ethical values.

Commitment to working to promote high
standards of performance based on the Nolan
principles.

Adoption of Welsh Government ethical ways
of working.

The Swansea Pledge.

The Constitution contains comprehensive
Procurement and Financial Procedure Rules.

42
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Respecting the rule of law

The Statutory officers and Members
ensure compliance with legislative and
regulatory requirements via a robust
framework including the scheme of
delegation, induction training, standing
procedures and rules set out in the
Constitution.

Reports to Committees have legal/finance
clearance.

Robust Scrutiny and Call-In function.
Robust audit challenge.

External challenge from auditors,
Ombudsman and other external agencies.
The Monitoring Officer ensures the
Council complies with statute and reports
on any maladministration.

An effective anti-fraud and corruption
framework supported by a suite of policies
i.e. whistleblowing.
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Principle B

Sub Principles:

Openness

How we do this:

G abed

The Council is committed to ensuring an
open culture evidenced by open meetings
and publication of agendas and minutes.
A Forward Plan showing key decisions to be
made by Council and Cabinet is published.
There is appropriate Consultation and
Engagement supporting the decision
making process including annual budget
consultation, co-production, engagement
with trade unions and engagement with
Disability and LGBT communities.

There are Public questions at Council and
Cabinet.

There is engagement with children and
young people to meet the requirement of
the UNCRC.

There is pre-decision scrutiny of Cabinet
decisions and Call-In procedure

Corporate risks are published.

Engaging comprehensively with
institutional stakeholders

Engaging stakeholders effectively,
including individual citizens and

The Council adopts a Team Swansea
approach working as a whole Council and
effectively engages with stakeholders to
ensure successful and sustainable
outcomes by:

- targeting communications;

-  effective use of social media;

- formal and informal meetings
with key stakeholder groups i.e.
External auditors, Welsh
Government, Health board.

The Council has an extensive range of
partnerships to support the delivery of the
Council’s objectives including:

- The Public Services Board.

- The Safer Swansea Partnership.
The Council has adopted the
Community/Town Council Charter and
facilitates the Community/Town Council
forum meetings with the 24 Councils.
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The Council has appropriate structures in
place to encourage public participation
which is used to inform proposals and
key decisions including:
- A Consultation and Engagement
Strategy.
A Co-production Framework.
“Have your Say” consultations on
website.
The Scrutiny Programme
Committee invites stakeholder
contributions and participation.
A Staff Survey with responses
considered by CMT/Senior
Management.
A Complaints Policy and Annual
Report to assess organisational
learning and change.
The appointment of Councillor
Champions who provide a voice
for under-represented groups.
An Integrated Impact
Assessment to assess the
equality, socio-economic and
sustainability impacts on people
with protected characteristics and
future generations.
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How we
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Princiile C

Sub Principles:

Defining outcomes

The Council has a clear vision which is set out in the
Corporate Plan Delivering a Successful & Sustainable
Swansea which prioritises 6 Well-being Objectives.
Delivery of the Corporate Plan is monitored through
the Council’'s Performance Management Framework
with quarterly and annual performance monitoring by
CMT/Cabinet.

There is an Annual Performance Review.

Annual Service Plans address the sustainability of
service delivery along with key corporate priorities.

There is monthly Performance and Financial
Monitoring meetings held for each Directorate.
There is a Corporate Risk Management Policy
ensuring consistent application of risk registers and
terminology and audit scrutiny.

do this:

44

Sustainable economic, social and
environmental benefits

The Council takes a long term and sustainable view
and balances the economic, social and environmental
impact of policies and plans by:

- Medium Term Financial Planning covering 3

financial years approved annually by Council.

- Refresh of the Corporate Plan annually

- Annual service planning.
The Council’'s new Achieving Better Together Recovery
and Transformation programme, which replaces
Sustainable Swansea: Fit for the Future seeks to allow
the Council to recover from the COVID-19 pandemic
and modernise and transform the council to meet the
longer term challenges and ensure sustainable
provision of services.
There is public and stakeholder engagement.
Council has passed a motion on tackling the climate
emergency and has set a target and means to achieve
net zero carbon emissions by 2030, including
expanding our fleet of green vehicles, increasing tree
cover, installing solar panels and improving energy
efficiency.
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Princiile D

Sub Principles:

9g abed

Determining interventions

Planning interventions

The Council ensures that decision
makers receive objective and rigorous
analysis of options with intended
outcomes and risks by:
- written reports from Officers;
- report clearance by legal,
finance and Access to
Services officers;
embedding of impact
assessment in decision
making process;
clear option appraisals
reflected in reports detailing

impact, risk and any best
value considerations.

The results of consultation exercises
are fully considered by decision
makers with consultation responses
set out in report.

Consultation on budget proposals is
extensive and includes roadshows
with staff.

The Council has a Corporate Risk
Management Policy.

How we do this:

The Council has established robust

planning and control cycles covering

strategic and operational plans, priorities

and targets which is achieved through:
A timetable for producing and
reviewing plans on an annual basis.
Working with a consultation and
engagement strategy.
Quarterly and annual performance
monitoring including achievement of
national and local performance
indicators.

There is robust Medium Term Financial

Planning.

There is an Annual budget setting
process in place including an extensive
consultation exercise.
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Optimising achievement of intended
outcomes

The Council ensures the Medium
Term Financial Strategy integrates and
balances service priorities, affordability
and other resource constraints by
setting out any shortfall in resources
and spending requirements in the
context of service priorities.

To ensure that the budget process is
all inclusive there is regular
engagement with members with robust
scrutiny by the Service Improvement &
Finance Scrutiny Performance Panel.
Achieving Better Together (replacing
Sustainable Swansea — Fit for the
Future).

The Council ensures the achievement
of “social value” through the effective
commissioning of service in
compliance with CPR’s e.g. Beyond
Bricks and Mortar (community benefit
clauses in council contracts).
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Princiile E
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Sub Principles:

How we

Developing the entity’s capacity

The Council aims to ensure that Members and Officers
have the right skills, knowledge and mind set to operate
efficiently and effectively to achieve intended outcomes by:
adopting a comprehensive induction training
programme for members and officers;
a Councillor Training Programme based on a Training
Needs Assessment;
annual performance review of staff;
adoption of a mentoring scheme.
Operational capacity is supported by the Transformation &
Future Council objective to help tackle rising demand and

reducing revenue budget.

The Organisational Development Strategy aims to develop
the right staff with the right skills to work in a sustainable
way.

There is engagement with benchmarking groups such as
APSE, CIPFA.

There is collaborative and partnership working including the
Public Service Board, Regional Partnership Board, ERW.

do this:

Developing the capability of the entity’s
leadership and other individuals

Effective shared leadership and understanding of roles
and objectives is supported by:
- The Leader and Chief Executive have clearly defined
leadership roles.
The Chief Executive Appraisal and Remuneration
Committee have responsibility for the appraisal of the
Chief Executive.
There has been member led training with both senior
officers and cabinet members.
There are regular 1-2-1 meetings with the Leader,
Cabinet members, Chief Ex, CMT and Heads of
Service.
The Transformation and Future Council objective and
the Organisational Development Strategy.
The Constitution sets out the Scheme of Delegation which
is regularly reviewed.
Annual appraisal and performance review.




Principle F

Sub Principles:

Managing risk

Risk management
is an integral part
of decision making
supported by:

A Corporate Risk
Management
Policy with clear
nominated officer
responsibility.
New risk register
application.
Monthly review of
risks by CMT.
Monthly review of
Directorate Risks
at PFM meetings.
The publication of
Corporate Risks
allowing greater
scrutiny.

The Governance &
Audit Committee
regular review of
risks (see paras
8.34 & 9)
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Managing
performance

There are quarterly
performance
monitoring reports to
Cabinet.

Each Head of
Service produces an
Annual Service Plan
setting out clear
objectives and
SWOT analysis of
their service.

There are regular
reports as to
performance
indicators and
milestones against
intended outcomes.
There is robust
scrutiny challenge by
pre decision scrutiny,
inquiries and Call-In.
Monthly Directorate
Performance and
Financial Monitoring
meetings.

CIA provides
independent
assurance on the
adequacy of internal
control through the IA
plan approved by the
Governance & Audit
Committee.

The Governance &
Audit Committee
provides independent
and objective
assurance on
effectiveness of
internal control, risk
management and
governance
arrangements.

The Council is
dedicated to tackling
fraud and corruption
and has an Anti-
Fraud and Corruption
Policy and
Whistleblowing Policy
The Governance &
Audit Committee
receives an annual
report on the fraud
function and Anti-
Fraud Plan.

The Internal Audit
Plan is approved by
Governance & Audit
Committee.

The Councll
demonstrates
effective safeguarding
of personal data and
information by:

- The appointment

of a Data
Protection Officer.
The adoption of a
Data Protection
Policy.

An Information
Governance Unit
and Senior
Information Risk
Officer.

An information
asset register
The Council is
signed up to the
Wales Accord for
Sharing Personal
Information
(WASPI).

Data Protection
training is
mandatory.

The Council ensures
both long term
achievement of
outcomes and short
term performance
through the delivery of
the Medium Term
Financial Plan.
Financial management
is integrated at all levels
of planning and control
by:

- financial
implications are
included in all
decision making
reports;
there is a specific
Corporate risk
around Financial
Control and MTFP
owned by the S151
officer.
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Princile G

Sub Principles:

Implementing good practice in

transparency

How we do this

The Council aims to present
understandable and transparent reports for
both stakeholders and the public which is
supported by:-
- A Report Authors Protocol which

ensures consistency in reports.
- A Clear Writing guide for

Officers.

- All reports are signed off by
Cabinet Member, legal, finance
and Access to Services officers.

- The Council has a Publication Scheme
which is available on the website.

- Where possible exempt reports are split
so that the main report can be heard in
public with confidential information being a
separate exempt report.

- Publication of delegated decisions.

- Reports are published on the website and
agendas are published in the Welsh
Language.

Implementing good practices in

reporting

The Council reports at least annually on
performance as evidenced by:
- Quarterly and annual reports to Cabinet
on performance.
An annual Review of Performance
report setting out how the Council has
performed in meeting its Corporate
Obijectives.
The Annual Statement of Accounts
audited by external auditor and
approved by Council and published
demonstrates how the Council has
achieved performance, value for money
and the stewardship of resources.
Senior Managers complete Self-
Assessment & Management Assurance
Statements (SMAS) reflecting performance
against governance, risk management and
internal control. The SMAS contribute to the
Annual Governance Statement.
The Council have adopted the Code of
Corporate Governance based on CIPFA
framework.

Through the assurance mechanisms set out below
the Council can demonstrate effective
accountability:

The Internal Audit work plan provides assurance

on the council’s control mechanisms, risk

management and governance arrangements
which is monitored by the Governance & Audit

Committee.

All agreed actions from Internal Audit reviews are

monitored.

Reports and plans to implement Audit Wales and

Internal Audit recommendations reported (as

relevant) to Scrutiny and Governance & Audit

Committee.

Peer Review and inspection from regulatory

bodies and external compliance reviews which are

reported to CMT/Cabinet and used to improve
service delivery.

There is Scrutiny and audit review of Audit Wales

reports and action plans.

Assurance on risks associated with delivery of

services through third parties is achieved by:

- Commissioning and monitoring arrangements
and compliance with Contract Procedure
Rules.

SMAS reflect risk assessments in relation to
partnership/third party working.




Council/
Cabinet/
Committee

Internal
Audit

Monitoring
officer/S151
officer

Governance
& Audit
Committee
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External
audit
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4. Review of Effectiveness
4.1  The City and County of Swansea annually reviews the effectiveness of its governance
framework including the system of internal control.

(a) Statements from Corporate Management Team (CMT), Statutory
Officers, the Internal Audit Manager and the Audit Committee.

(b) External organisations i.e. Audit Wales and regulators.

(c) Core evidence mapped to Council, Cabinet and Committees.

4.2  The following highlights the review of the governance framework in order to compile the
Annual Governance Statement and sets out the assurance of CMT, officers and external
organisations.

INTERNAL SOURCES OF ASSURANCE

5 Corporate Management Team/SMAS

5.1 The Self-Assessment & Management Assurance Statement (SMAS) form part of the
governance and performance self-assessment framework. The new performance self-
assessment requirements introduced by Part 3 of the Local Government and Elections
Act 2021 have been incorporated into the SMAS during 2021/22. The information will be
used to develop both the Annual Governance Statement and the Annual Self-
Assessment Report as required by Part 3 of the Local Government & Elections Act.
Through the SMAS each Director responds to 12 good governance and performance
statements covering:

Vision, Strategy & Performance.

Organisational Governance, Ethics and Values.
Organisational Leadership.

Customer & Community Engagement and Involvement.
Resources Planning & Management.

Risk Management & Business Continuity.

Partnership / Collaboration Governance.

Internal Control Environment.

Compliance with Policies, Rules Legal and Regulatory Requirements.
Fraud & Financial Impropriety.

Programme and Project Assurance.

Innovation & Change Management.

5.2  The Directors assess assurance using a 5 point maturity scale for their areas of
responsibility ranging from “Not in place” to “Embedded”. Directors are expected to
consult with their Heads of Service to support a directorate approach to each statement.

5.3  The four SMAS from the Directors of Corporate Services and Finance (combined), Social
Services, Place and Education are challenged and reviewed at CMT.

5.4  The assurance statements showed overall that there were no categories that were
deemed as being “Not in place” or with “Limited Application”. A small number (13.8%) of
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categories were regarded as showing “Mixed Application”. These categories with the
most showing mixed application were: Resources Planning & Management (4) and
Vision, Strategy & Performance (3). These have been captured in the significant
governance risks for 2022/23 where relevant. However, 64.2% demonstrated “Strong
Application” and 20% were described as “Embedded”. A limited number of categories
(1.9%) were left blank where a Director regarded them as non-applicable to their
directorate, e.g. where a category was deemed a corporate or other directorate
responsibility.

The Council established an Annual Governance Group for the purpose of challenging
the SMASs and assisting and overseeing the development of the  Annual Governance

Statement. The Group is led by the Deputy Chief Executive and members include
the Council’s Section 151 Officer and  Monitoring Officer, as well as the Strategic
Delivery & Performance Manager and a member of the Governance & Audit

Committee. The Chief Internal Auditor attends in an advisory capacity. The work of the
Group in reviewing the SMASs and finalising the Annual Governance Statement and
CMT in reviewing and approving the SMASs and Statement was disrupted by the
COVID-19 situation; the Group met twice during 2021/22. CMT reviewed the SMAS and
draft Annual Governance Statement on 23@ March 2022. The Significant Governance
Issues for 2022/23 as identified by CMT are those set out below.

The Monitoring Officer

The Chief Legal Officer is the Monitoring Officer with a specific duty to ensure that the
Council, Officers and Members maintain the highest ethical standards of conduct.

The Standards Committee has the responsibility for monitoring the ethical standards of
conduct and to deal with any breaches of the Code referred to the Committee by the
Public Service Ombudsman (PSOW).

In 2021/22 the Standards Committee considered one referral from the PSOW which
related to Mumbles Community Council. During 2021/2022 the Monitoring Officer was
notified of 26 complaints relating to members conduct by the PSOW. The PSOW
decided not to investigate 22 of those complaints. 3 complaints are being investigated
and 1 complaint is outstanding. In relation to complaints reported to the PSOW the
Committee receive regular updates as to the status of complaints. Regular PSOW
bulletins are circulated to all councillors as to Code of Conduct issues when issued.

The Local Government and Election (Wales) Act 2021 brings in new duties for Standards
Committees in Wales from May 2022. The Committee was provided with updates on 4
December 2020 and on 9 March 2022 the Committee considered changes to their Terms
of Reference so as to comply with the legislation.

The Standards Committee Annual Report 2020/21 was presented to Council on 2
December 2021. The Report reflected the Committee’s view that generally the conduct
of members was high with the Committee only having to consider one complaint against
a community councillor.
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In January and March 2022 the Standards Committee interviewed the Leader and all
Leaders of the Opposition Groups. The discussion with group leaders focused on their
new duties under the legislation and how they would meet that duty. The Monitoring
Officer is therefore of the view that the Authority is in a good position to comply with the
new legislative requirements.

The Monitoring Officer has not had to issue any statutory Section 5 Local Government
and Housing Act 1989 reports during 2021/22.

Work on the Council Constitution has been progressed with amendments being made to
the Land Transaction Procedure Rules, Article 12 — Officers and terms of reference of
the Governance and Audit Committee. Further constitutional changes will be progressed
during 2022/23.

The S151 Officer

Quarterly Financial Monitoring Reports were presented to Cabinet throughout
2021/22. The reports consistently identified some service revenue budget overspends at
year-end, driven exclusively by Covid spending, albeit reducing throughout the year and
by third quarter down to a miniscule margin of variation, once adjusted for Covid, so that
service underspend was as likely as overspend based on available information. Towards
the year-end the pace and scale of reimbursement of costs and lost tax and service
income from Welsh Government became increasingly clear and as a result at several
verbal updates on third quarter position to Cabinet, Council, Governance & Audit
Committee and Scrutiny panels, the S151 Officer advised an overall significant outturn
underspend was once again expected.

Total service underspending has now been confirmed (at just over £xxm) and is an
extremely good outcome. On an even more positive note the equally fully planned
substantial continued underspending on capital financing (Exm) and contingency, central
inflation and other corporate items including additional Welsh Government Covid grants
(also around £xm) has enabled sums to be added to the recovery reserve, the capital
egualisation reserve, the general reserve and some to be carried forward once again on
contingency which is a prudent way of planning for and addressing some of, the future
certain increased costs of financing the ambitious mid-term capital programme and the
uncertainty of COVID-19.

A verbal Mid Term Budget Statement 2021/22 was presented to Council in November
this year given the substantially delayed settlement due to Covid and the Comprehensive
Spending Review. The written report on the Review of Reserves was presented to
Council on 07/10/21, which provided a strategic and focussed assessment of the current
year’s financial performance and an update on strategic planning assumptions over the
next 3 financial years.

The conclusion of the Statement was that the Council could potentially struggle to deliver
within the overall resources identified to support the budget in 2022/23 and beyond
unless the local government settlement was much enhanced and preferably multi-year
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(the quantum was duly confirmed much enhanced by March 2022 and pleasingly was a
three year settlement albeit heavily front loaded then dropping off significantly). The likely
projected outturn was dependent upon the ability of the Council to reduce and restrict
ongoing expenditure across all areas, its ability to recover expenditure and lost income
from Welsh Government and continued reliance on active capital financing strategies to
maximise the short term savings to enable the capital equalisation reserve to be
bolstered for the medium to long-term recognising the major future capital commitments
already irrevocably made by Council decisions on the size of the capital programme and
associated borrowing.

The Revenue and Capital Budgets were approved by Council on 03/03/22. They
continued to set out an ongoing ambitious programme of approved capital spending
plans and future capital spending plans (partly financed by the Swansea Bay City Deal
but predominantly by unsupported borrowing now fully externalised at fixed rates for up
to 50 years de-risking general fund exposure to future interest rate movements) which
would require modest budget savings to be delivered to help facilitate that major capital
investment and economic regeneration stimulus. These plans are likely to still be
affected by ongoing ripple effects of COVID-19. It remains entirely unclear as to the
scale of additional spending, the loss of income, and the funding arrangements for
reimbursement in part, or in full, that the Authority faces in responding both locally, with
partners, and supporting the national strategic response to the COVID-19 pandemic
during the first part of 2022-23.

The impact will be very financially material on the 2021-22 accounts but the national lock
down arrangements and the prioritisation of the response to COVID-19 may have
impaired our ability to fully prepare the accounts to our normally exceptionally high
standards in line with accounting standards. Any necessary deviation caused will be
disclosed separately throughout these accounts.

The Medium Term Financial Plan 2023/24 — 2025/26 was approved by Council on
03/03/2022. The Plan outlined the range of options around funding faced by the Council
over the period, the key reliance on the scale and value of future local government
finance settlements and the strategy to be adopted to address the various scenarios

as well as the inherent risks to the success of the adopted strategy.

All spending and funding assumptions were set before the ongoing economic scale of
the repayment of costs incurred during COVID-19 pandemic was fully apparent,
exacerbated by the late nature of 