Bath & North East
Somerset Council

Appendix 1
DRAFT TERMS OF REFERENCE

1 Avon Pension Fund Committee

Bath and North East Somerset Council, in its role as administering authority,
has executive responsibility for the Avon Pension Fund. The Council
delegates its responsibility for administering the Fund to the Avon Pension
Fund Committee which is the formal decision-making body for the Fund.

The Avon Pension Fund is a member of the Brunel Pension Partnership
(Brunel). Brunel Pension Partnership Ltd (BPP Ltd) will be responsible for
implementing the Fund’s Investment Strategy. Most of the Fund’s assets have
transferred to portfolios offered by Brunel with only less liquid legacy assets
remaining under direct management of the Fund. Once Avon’s assets are
held within a Brunel portfolio, the appointment, monitoring and deselection of
managers will be the responsibility of BPP Ltd.

Function and Duties

To discharge the responsibilities of Bath and North East Somerset Council
in its role as lead authority for the administration of the Avon Pension Fund.
These include determination of all Fund specific policies concerning the
administration of the Fund, the investment strategy and the investing of
Fund monies and the management of the Fund'’s solvency level. In addition,
the Committee is responsible for all financial and regulatory aspects of the
Fund. At all times, the Committee must discharge its responsibility in the
best interest of the Avon Pension Fund.

The key duties in discharging this role are:
1. Having taken appropriate advice determining the following:
a. the investment strategy and strategic asset allocation
b. the administration strategy
c. the funding strategy.

2. Monitoring the performance of the investment strategy, scheme
administration, and external advisors.

3. Ensuring that the investment strategy can be delivered by the
portfolios offered by BPP Ltd. If not, agree alternative arrangements.
In relation to Brunel Pension Partnership:

a. Monitoring the performance of BPP Ltd in delivering investment
services to the Fund. Make representations to the Brunel



Oversight Board on matters of concern regarding the service
provided by BPP Ltd and the performance of its portfolios.

b. Monitoring the governance of Brunel Pension Partnership and
making recommendations to the Brunel Oversight Board.
Terminating the Service Agreement with BBP Ltd.

Approving and monitoring compliance of statutory statements and
policies required under the Local Government Pension Scheme
Regulations.

Approving the annual budget and 3-year Service Plan and resource
requirements to deliver the work plan.

6. Approving variances to budget within a financial year.

7. Approving the annual budget for the Pension Board subject to the

approval of Pension Board’s work plan.

8. Commissioning actuarial valuations in accordance with the provisions
of the Local Government Pension Scheme Regulations.

9. Making representations to government and responding to
consultations as appropriate concerning any proposed changes to the
Local Government Pension Scheme.

10.Nominating a representative (and named substitute) from the
Committee to represent the Committee on the Oversight Board for
Brunel Pension Partnership.

Delegations

In discharging its role, the Committee can delegate any of the above or
implementation thereof to the Sub-Committee (referred to as the Investment
Panel) or Officers. The current delegations are set out below.

Membership of the Committee

Voting

members (14) proportionality of the Council)

3 independent members

1 nominated from the Higher and Further education bodies
1 nominated from the Academy bodies
1 nominated by the trades unions

Non-voting 1 nominated from the Parish Councils
members (3) Up to 2 nominated from different Trades Unions

The Council will nominate the Chair and Vice Chair of the Committee. The
Vice Chair will be the Chair of Investment Panel.

5 elected members from B&NES (subject to the rules of political

1 elected member nominated from each of Bristol City Council,
North Somerset Council and South Gloucestershire Council




Meetings

Meetings will be held at least quarterly. Meetings will be held in public, though
the public may be excluded from individual items of business in accordance
with the usual exemption procedures.

Quorum

The quorum of the Committee shall be 5 voting members who shall include at
least 1 member from Bath and North East Somerset Council

Substitution

Named substitutes to the Committee are allowed.

2 Investment Panel

The role of the Avon Pension Fund Committee Investment Panel shall be to
consider, in detail matters relating to the investment of the assets within the
strategic investment framework and performance of investment managers in
achieving the Fund'’s investment objectives.

The Investment Panel will:

1. Review strategic and emerging opportunities outside the strategic asset
allocation and make recommendations to the Committee.

2. Review the performance of the investment and risk management
strategies

3. Report matters of strategic importance to the Committee.
And have delegated authority for:

4. Monitoring the transition of assets to the Brunel portfolios and allocate
assets to the relevant portfolio offered by Brunel

5. Approve and monitor tactical positions within strategic allocation
ranges.

6. Approve allocations to emerging opportunities within the strategic
allocations.

7. Approve commitments to Brunel's private market portfolios at each
commitment cycle to maintain strategic allocations.

8. For the Risk Management Strategies monitor the outcome versus
strategic objectives and consider whether any strategic changes are
required to manage emerging risks.

9. For assets held outside Brunel:

a) Implement investment management arrangements in line with
strategic policy.

b) Monitor investment managers’ investment performance and
make decision to terminate mandates on performance grounds.



10.Monitor the investment performance of the portfolios managed by BPP
Ltd and report to Committee on investment matters with specific
reference to strategy delivery.

11.Delegate specific decisions to Officers as appropriate.

Panel Membership

The Panel shall comprise a maximum of 6 voting Members of the Avon
Pension Fund Committee, of which 3 shall be Bath and North East Somerset
Councillors. The membership shall include the Chairman of the Committee
and /or the Vice- Chair and 4 other Members (or 5 if the Chair or Vice-
Chairperson is not a member of the Panel).

Note: The appointment of Bath and North East Somerset Councillors to the
Panel is subject to the rules of political proportionality of the Council.

Members shall be appointed to the Panel for a term of one year.
The Council will nominate the Chair of the Panel.

Panel Meetings

Though called a “Panel”, it is an ordinary sub-committee of the Committee.
Accordingly, meetings must be held in public, though the public may be
excluded from individual items of business in accordance with the usual
exemption procedures.

The Panel shall meet at least quarterly ahead of the Committee meeting on
dates agreed by Members of the Panel.

Panel Quorum

The quorum of the Panel shall comprise 3 Members, who shall include at
least one Member who is not a Bath & North East Somerset Councillor.

Panel Substitution

Substitutes for the Panel must be members of Committee or their named
Committee substitute.

Panel Minutes

Minutes of Panel meetings (whether or not approved by the Panel) shall
appear as an item on the next agenda of the meeting of the Committee that
follows a meeting of the Panel.

3 Brunel Oversight Board Representative

Brunel Oversight Board (the Board) is the primary governance body within the
Brunel Pension Partnership. Each Fund within the partnership has a
representative on the Board and this representative represents the Committee
when discharging its duties.

Acting for the administering authorities in their capacity as shareholders in
BPP Ltd., the Board has responsibility for ensuring that BPP Ltd delivers the



services required to achieve investment pooling across the Brunel Pension
Partnership.

Subject to the terms of reference for the Board and the applicable shareholder
documentation, the Board’s role is to consider and address relevant matters
on behalf of the administering authorities. These include the monitoring and
strategic oversight functions necessary to its role, as well as acting as a
conduit and focus of shareholder requirements and views.

Consistent with this role, the Board’s duties include reviewing and discussing
any matter which it considers appropriate in relation to BPP Ltd including BPP
Ltd.’s services, performance, operations, governance, strategy, financing and
management.

The main duties of the Board Representative are:

1. To represent the Committee and Shareholder on the Brunel Oversight
Board.

2. To ensure that the Committee’s views are communicated to the Board
and BPP Ltd.

3. To ensure the Fund’s and shareholder’s interests are protected within
Brunel in line with the legal framework within which Brunel operates.

4. To report back to the Committee and Shareholder all relevant issues
discussed by the Board and recommendations to the Brunel Client
Group and/or the Shareholders.

5. To seek the consensus view of the Committee for Shareholder and
Board matters where necessary.

6. To raise issues with the Board at the request of Committee members,
the shareholder representative or Head of Pensions.

4 Brunel Pension Partnership Working Group

This is a group of Committee members whose role is to consider in greater
detail any issues arising from Brunel Pension Partnership with Officers, for
example Reserve Matters, papers to be discussed at BOB. This will not
include routine investment matters which are monitored by the Investment
Panel.

This group will consist of:
a) the BOB Representative,
b) named BOB substitute
c¢) the Chair and/or Vice Chair if not the BOB representative /substitute
d) an independent committee member.
e) Head of Pensions
f) Group Manager, Funding, Investments and Risk

The Working Group shall be quorate if three members are in attendance, with
at least 2 that are not fund officers. The Head of Pensions shall chair the
Working Group.



The Working Group shall meet as and when required as determined by the
Head of Pensions. Meetings may be via telephone conference.

Key discussions and action points from the Working Group will be recorded
and the committee will be updated at the next committee meeting.

The responsibilities of the working group are as follows:

With regard to any matters arising from Brunel Pension Partnership where the
Avon Pension Fund have an interest:

a) to consider each matter that will be brought to the Pension Committee
and / or Shareholder representative for decisions in due course

b) to provide guidance to the Pension Committee and / or Shareholder
Representative in relation to each matter when they are being
considered

c) to provide guidance to the BOB representative as required
d) to make recommendations to the Pension Committee regarding
general oversight of the pool, as considered appropriate.

5 Officer Delegations

In addition to the responsibilities listed in the Council’'s scheme of delegation,
some additional responsibilities for functions specifically related to pension
fund activities and the authorisation of transactions have been delegated to
officers by the Pension Fund Committee. These are set out in the Fund’s
Scheme of Delegation and include the following:

1. Implementation and day to day monitoring of the administration,
investment and funding strategies and related policies.

2. Implementing investments in emerging opportunities within strategic
allocations, either to be managed outside Brunel or instruct allocation
to Brunel portfolio.

3. Implementing investment management arrangements in line with the
strategic policy as follows:

a. For assets managed outside Brunel, this includes the setting of
mandate parameters and the appointment of managers, in
consultation with the Investment Panel.

b. For assets managed within Brunel, deciding and instructing the
allocation to each Brunel portfolio.

4. Implement the strategic risk management objectives of the Fund and
take necessary action to ensure delivery of strategic outcomes.
Ongoing consideration of these issues will be undertaken by the
Funding and Risk Management Group (see section 6) who will report
decisions and ongoing considerations to the Investment Panel.

5. Rebalancing the investment assets to target strategic allocations, when
deemed prudent to do so, taking account of tactical allocations
approved by the Investment Panel.



6. Representing the Fund on the Brunel Client Group to develop Brunel
investment strategies and policies which effectively support the
interests of the Fund.

7. Commissioning Elective Services from BPP Ltd and issuing
instructions as permitted by the Brunel Service Agreement to BPP Ltd.

8. The appointment of specialist advisors to support the Committee and
Officers in discharging their functions.

9. Determining policies that support the investment and funding strategies
having taken expert advice.

10.In consultation with the Chair of the Committee, the Head of Pensions
will approve the draft Statement of Accounts and Annual Report for
audit.

11. Authorising expenditure from the Fund in accordance with the annual
budget.

12. Admitting new admitted bodies into the Fund subject to them meeting
Fund policy.

13.The Section 151 Officer has authority to dismiss investment managers,
advisors and 3" party providers if urgent action is required (does not
refer to performance failures but to their inability to fulfil their
contractual obligations or a material failing of the company).

14.The Section 151 Officer has authority to suspend policy (in consultation
with the Chairs of Committee and Panel) in times of extreme market
volatility where protection of capital is paramount

15.Under its wider delegated powers, the Section 151 Officer has
delegated authority to effectively manage the liabilities of the Fund
including the recovery of debt.

16. Exercising the discretions specified in the Local Government Pension
Scheme Regulations in connection with deciding entitlement to pension
benefits or the award or distribution thereof.

6 Funding and Risk Management Group

The Funding and Risk Management Group (FRMG) is a group of Avon
Pension Fund officers and specialist advisors whose role is to consider in
greater detail all strategic and operational aspects of the Risk Management
Strategies. In addition, it has specific delegated authority as follows:

1. Agree the operational structures to meet the strategic objectives
determined by the Avon Pension Committee

2. Make changes to the structures as needed to ensure strategic
outcomes continue to be achieved or to manage emerging risk

3. Implement the strategies including
a. Counterparty selection
b. Trigger frameworks



c. Collateral arrangements

d. Setting benchmarks

4. Determine the framework for monitoring the strategies and reporting to
Panel & Committee

The Group will consist of the following:

From the Avon Pension Fund:

Head of Pensions

Group Manager, Funding, Investments and Risk
Investment Manager

Senior Investments Officer

Other Fund Officers as required (for example Funding Manager,
Governance & Risk Advisor)

Advisors

Investment Consultant or deputy
Risk Consultant or deputy
Scheme Actuary or deputy

Investment Manager as required

FRMG shall be quorate if the following are in attendance:

2 Pension Fund Officers one of which must be the Head of
Pensions or Group Manager, Funding, Investments and Risk

Risk Consultant or deputy
Investment Consultant or Scheme Actuary

FRMG will meet as and when required as determined by the Head of
Pensions/Group Manager, Funding, Investments and Risk, but at a minimum
guarterly. Meetings will be virtual/ by telephone conference.

Meetings will be chaired by the Head of Pensions or Group Manager,
Funding, Investments and Risk. Key discussion and action points will be
recorded and minutes will be circulated to the Investment Panel. The group
will also update the Panel at the following meeting.

Draft for consideration by the Avon Pension Fund Committee



