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AGENDA 

 
1  Apologies for Absence and Substitutions  

 
 

2  Disclosable Pecuniary Interests  
 
Members are reminded that they must not participate in the discussion or voting 
on any matter in which they have a Disclosable Pecuniary Interest and should 
leave the room prior to the commencement of the debate. 
 
 

3  Minutes (Pages 1 - 4) 
 
The Minutes of the meeting held on 28 November 2014 are attached for 
confirmation, marked 3. 
 
Contact: Sarah Townsend (01743 252803) 
 
 

4  Public Questions  
 
 

5  Majedie Asset Management (UK Equities)  
 
Mr Simon Hazlitt and Mr Mark Hepburn will give a presentation. 
 
 

6  MFS Investment Management (Global Equities)  
 
Mr Matt Hensher and Ms Nicole Neubelt will give a presentation. 
 
 

7  Aberdeen Fund Management Ltd (Pan European Property)  
 
Mr Mike Dinsdale and Mr Tom Richardson will give a presentation. 
 
 

8  LDI and Unconstrained Bonds  
 
The report of the Head of Finance, Governance and Assurance (Section 151 
Officer) is to follow. 
 
Contact: James Walton (01743 255011) 
 
 

9  Grant Thornton - Informing The Audit Risk Assessment for Shropshire 
County Pension Fund 2014-15 (Pages 5 - 20) 
 
The report of Grant Thornton is attached, marked 9. 
 



Contact: Ashley Wilson (0121 232 5430) 
 
 

10  Grant Thornton - Shropshire County Pension Fund Audit Plan 2014/15 
(Pages 21 - 36) 
 
The report of Grant Thornton is attached, marked 10. 
 
Contact: Ashley Wilson (0121 232 5430) 
 
 

11  Schedule of Committee and Other Meetings 2015/16 (Pages 37 - 44) 
 
The report of the Head of Treasury & Pensions is attached, marked 11. 
 
Contact: Justin Bridges (01743 252072) 
 
 

12  Governance Compliance Statement (Pages 45 - 62) 
 
The report of the Head of Finance, Governance & Assurance is attached, 
marked 12. 
 
Contact: James Walton (01743 255011) 
 
 

13  Pension Fund Treasury Strategy 2015/16 (Pages 63 - 72) 
 
The report of the Head of Treasury & Pensions is attached, marked 13. 
 
Contact: Justin Bridges (01743 252072) 
 
 

14  Corporate Governance Monitoring (Pages 73 - 100) 
 
The report of the Head of Treasury & Pensions is attached, marked 14. 
 
Contact: Justin Bridges (01743 252072) 
 
 

15  Pensions Administration Monitoring (Pages 101 - 122) 
 
The report of the Pension Administration Manager is attached, marked 15. 
 
Contact: Debbie Sharp (01743 252192) 
 
 

16  Exclusion of Press and Public  
 
To consider a resolution under paragraph 10.2 of the Council’s Access to 
Information Procedure Rules that the proceedings of the Committee in relation 



to Agenda Items 17 to 19 shall not be conducted in public on the grounds that 
they involve the likely disclosure of exempt information as defined by the 
categories specified against them. 
 
 

17  Exempt Minutes (Exempted by Category 3) (Pages 123 - 124) 
 
The Exempt Minutes of the meeting held on 28 November 2014 are attached for 
confirmation, marked 17. 
 
Contact: Sarah Townsend (01743 252803) 
 
 

18  New Admission Bodies (Exempted by Category 3) (Pages 125 - 128) 
 
The report of the Pension Administration Manager is attached, marked 18. 
 
Contact: Debbie Sharp (01743 252192) 
 
 

19  Investment Monitoring - Quarter to 31 December 2014 (Exempted by 
Category 3) (Pages 129 - 178) 
 
The report of the Head of Treasury & Pensions is attached, marked 19. 
 
Contact: Justin Bridges (01743 252072) 
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Minutes of Pensions Committee held on 28 November 2014 

 

 

                  

 Pensions Committee 
 
20 March 2015 
 
10.30 am 
 

  

 
 
MINUTES OF THE PENSIONS COMMITTEE MEETING HELD ON 28 NOVEMBER 2014  
10.30 AM - 12.36 PM 
 
 
Responsible Officer:    Sarah Townsend 
Email:  sarah.townsend@shropshire.gov.uk      Tel:  01743 252803 
 
Present:  
 

Members of the Committee: 
Councillors Thomas Biggins, Anne Chebsey, Andrew Davies and Malcolm Pate 
 
Co-Opted Members (Non-Voting): 
Jean Smith 
 
37 Apologies for Absence and Substitutions  
 

Apologies for absence were received from Councillor Bill McClements and Councillor 
Malcolm Smith.   

 
Apologies for absence were also received from Councillor Arnold England and 
Councillor Rob Sloan (Substitute Members). 

 
 
38 Disclosable Pecuniary Interests  
 

Members were reminded that they must not participate in the discussion or voting on 
any matter in which they had a Disclosable Pecuniary Interest and should leave the 
room prior to the commencement of the debate. 

 
 
39 Minutes  
 

RESOLVED: 
That the minutes of the meeting held on 19 September 2014 be approved and signed 
by the Chairman as a correct record. 

 
 
40 Public Questions  
 

There were no public questions. 
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Minutes of Pensions Committee held on 28 November 2014 

 

 

41 HarbourVest (Private Equity)  
 

Mr Peter Wilson and Ms Hannah Tobin gave an overview of HarbourVest, which was 
formed in 1982 as an independent business owned by its employees. It had 
committed more than $40 billion to investments over three decades. 

 
A list of the assets in which Shropshire County Pension Fund was invested as at 30 
June 2014 was detailed together with their status and performance. A more detailed 
analysis of the various funds was then provided.    

 
Finally, two more recent investments, namely, Dover Street VIII and HarbourVest 
Partners IX-Venture Fund were outlined to the Committee. 

 
 
42 BlackRock (Hedge Funds)  
 

Mr Simon Betteley and Mr John Ware gave a presentation about the Hedge Fund 
Market Environment and about BlackRock, who provide bespoke hedge fund 
solutions. 

 
It currently had £12 billion of assets under management with fifteen people in its 
Local Authorities team.  The key themes for this team in 2015 included reducing the 
fund volatility, seeking return from secure income assets and impact investing.      

 
Shropshire County Pension Fund’s investment was in QIP Ltd, which sought to 
minimise the frequency and magnitude of negative returns.  The presentation 
compared the fund’s performance against various benchmark indices and detailed 
the portfolio characteristics and its discipline and strategy allocations. 

 
In terms of the outlook going forward, it was reported that a pick up in market 
volatility was expected. 

 
 
43 Brevan Howard (Hedge Funds)  
 

Mr Magnus Olsson and Mr Dan Riggs gave a presentation about Brevan Howard, 
which is a large global macro absolute return manager.  It was founded in 2002 and 
currently had £25 billion of assets under management for more than 650 institutional 
investors in over 35 countries. 
 
Shropshire County Pension Fund’s investment is in Brevan Howard Multi-Strategy 
Master Fund Ltd, which in turn is invested in seven underlying Brevan Howard 
managed funds and a Direct Investment Portfolio, where funds are allocated directly 
to Senior Traders.  The paper presented, detailed the investment allocation to each 
fund, as well as risk allocation by asset class and an analysis of historical 
performance to September 2014. 
 
The Committee were advised that the proceeds of the Commodity Fund and 
Emerging Market Fund, which the Shropshire Fund had a small percentage invested 
in, were being transferred to the Direct Investment Portfolio.   
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Minutes of Pensions Committee held on 28 November 2014 

 

 

44 Corporate Governance Monitoring  
 

The Committee received the report of the Head of Treasury and Pensions (copy 
attached to the signed Minutes) which informed Members of Corporate Governance 
and socially responsible investment issues arising in the quarter 01 July 2014 to 30 
September 2014. 

 
RESOLVED: 
That the position as set out in the report, Manager Voting Reports (Appendix A) and 
F&C Responsible Engagement Overlay Activity Report (Appendix B) be accepted. 

 
 
45 Pensions Administration Monitoring  
 

The Committee received the report of the Pension Administration Manager (copy 
attached to the signed Minutes) which provided Members with monitoring information 
on the performance of and issues affecting the Pensions Administration Team.   
 
It was noted that The Pension Fund had responded to the first DCLG Consultation, 
which closed in August 2014.  In terms of their second consultation, which began in 
October 2014, on the revised draft Local Government Pension Scheme 
(Amendment) (Governance) Regulations 2014, they were not intending to submit a 
second response as there were very few changes.  These changes were briefly 
outlined to the Committee. 

 
RESOLVED: 
That the position as set out in the report by the Pension Administration Manager be 
accepted. 

 
 
46 Annual Report Update  
 

The Committee received the report of the Head of Finance, Governance and 
Assurance (copy attached to the signed Minutes) which informed Members that the 
Addendum to the Annual Report for 2013/14 (Appendix B) had been produced in 
response to a letter dated 18 August 2014 from the Department for Communities and 
Local Government and the revised guidance issued by CIPFA (Appendix A). 

 
RESOLVED: 
That the Addendum to the Pension Fund Annual Report 2013/14 (Appendix B) be 
approved. 

 
 
47 Exclusion of Press and Public  
 

RESOLVED: 
That under paragraph 10.2 of the Council’s Access to Information Procedure Rules, 
the proceedings of the Committee in relation to the following items, be not conducted 
in public on the grounds that they might involve the likely disclosure of exempt 
information as defined by the category specified against them. 
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Minutes of Pensions Committee held on 28 November 2014 

 

 

48 Exempt Minutes (Exempted by Category 3)  
 

RESOLVED: 
That the Exempt Minutes of the meeting held on 19 September 2014 be approved 
and signed by the Chairman as a correct record. 

 
 
49 Investment Monitoring - Quarter to 30 September 2014 (Exempted by Category 

3)  
 

The Committee received the exempt report of the Head of Treasury and Pensions 
(copy attached to the Exempt signed Minutes) which provided Members with 
monitoring information on investment performance and managers for the quarter 
period to 30 September 2014, and reported on the technical meetings held with 
managers since the quarter end. 

 
RESOLVED: 
That the position as set out in the exempt report by the Head of Treasury and 
Pensions be noted. 

 
 
 
Signed  (Chairman) 

 
 
Date:  
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Informing the audit risk assessment
for Shropshire County Pension Fund

Year ended 31 March 2015

February 2015

John Gregory

Engagements Lead

T 07880 456 107

E john.gregory@uk.gt.com

Ashley Wilson

Manager

T 0121 232 5430

E ashley.l.wilson@uk.gt.com

A
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Contents

Section Page

Purpose 3

Fraud 4

Fraud Risk Assessment 5 - 6

Laws and Regulations 7

Impact of Laws and Regulations 8

Going Concern 9

Going Concern Considerations 10 – 11

Estimates 12

Estimate considerations 13 - 17

Related Parties 18 - 19

The contents of this report relate only to the matters which have come to our attention,

which we believe need to be reported to you as part of our audit process. It is not a

comprehensive record of all the relevant matters, which may be subject to change, and

in particular we cannot be held responsible to you for reporting all of the risks which

may affect your business or any weaknesses in your internal controls. This report has

been prepared solely for your benefit and should not be quoted in whole or in part

without our prior written consent. We do not accept any responsibility for any loss

occasioned to any third party acting, or refraining from acting on the basis of the

content of this report, as this report was not prepared for, nor intended for, any other

purpose.
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Purpose

Shropshire Pension Fund is required by law to administer the Pension Scheme within the geographical area of Shropshire and the responsibilities for both

administration and investments are met in-house.

The purpose of this report is to contribute towards the effective two-way communication between auditors and the Pension Fund Committee , as 'those charged

with governance'. The report covers some important areas of the auditor risk assessment where we are required to make inquiries of the Pension Fund Committee

under auditing standards

Background

Under International Standards on Auditing (UK and Ireland) (ISA(UK&I)) auditors have specific responsibilities to communicate with the Pension Fund

Committee. ISA(UK&I) emphasise the importance of two-way communication between the auditor and the Pension Fund Committee and also specify matters

that should be communicated.

This two-way communication assists both the auditor and the Pension Fund Committee in understanding matters relating to the audit and developing a
constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Pension Fund Committee and supports the

Pension Fund Committee in fulfilling its responsibilities in relation to the financial reporting process.

Communication

As part of our risk assessment procedures we are required to obtain an understanding of management processes and the Pension Fund Committee's oversight of
the following areas:

• fraud

• laws and regulations

• going concern

• accounting estimates
• related party transactions

This report includes a series of questions on each of these areas and the response we have received from the Council's management. The Audit Committee

should consider whether these responses are consistent with the its understanding and whether there are any further comments it wishes to make.

P
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Fraud

Issue

Matters in relation to fraud

ISA (UK&I) 240 covers auditors responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Pension Fund Committee and management. Management, with the oversight of

the Audit Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of honest and ethical behaviour. As

part of its oversight, the Pension Fund Committee should consider the potential for override of controls and inappropriate influence over the financial
reporting process.

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or error.

We are required to maintain professional scepticism throughout the audit, considering the potential for management override of controls. As part of our

audit risk assessment procedures we are required to consider risks of fraud. This includes considering the arrangements management has put in place with
regard to fraud risks including:

• assessment that the financial statements could be materially misstated due to fraud

• process for identifying and responding to risks of fraud, including any identified specific risks

• communication with the Pension Fund Committee regarding its processes for identifying and responding to risks of fraud
• communication to employees regarding business practices and ethical behaviour.

We need to understand how the Pension Fund Committee oversees the above processes. We are also required to make inquiries of both management and

the Pension Fund Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been set out in the fraud risk assessment

questions below together with responses from the Council's management.

P
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Fraud risk assessment
Question Management response

Has the Pension Fund assessed the risk of material

misstatement in the financial statements due to

fraud?
What are the results of this process?

The Pension fund completes its own accounts and the two main statements of account are also included with

the main accounts of Shropshire Council, . Fraud risks are identified by Internal Audit in their audit plan

covering the council and the pension fund and all fundamental systems which feed the statement including the
pension fund accounts are reviewed annually to ensure that controls in place are satisfactory.

The statement of pension fund accounts is also subject to an analytical review each year which considers any

significant or material changes to figures, to confirm that the accounts are presented without such

misstatements.

What processes does the Pension Fund have in

place to identify and respond to risks of fraud?
Specific fraud risks are identified in the internal audit planning process noted above; in identifying key controls

to be assessed as part of an audit; in targeted fraud prevention work and by raising awareness of the potential

for fraud with staff, members and people working and involved with the Council and Pension Fund. This is
done through the Counter Fraud, Bribery and Anti-Corruption Strategy, Speaking up about Wrongdoing Policy,

online Meritec training package and supporting manual training packages.

In addition systems and processes are designed by managers and users to minimise the risk of fraud and

corruption.

In relation to pensioner payroll, the Fund takes part in the National Fraud Initiative scheme. Any queries
identified are investigated and resolved. Fund Managers and their Administrators sends internal control reports

and these are reviewed by the pension team and any exceptions reported on. Internal Audit also reviews the

internal control reports as part of their annual audit cycle. Quarterly Pension Committee meeting is held to

monitor the fund's investment managers and business risk including fraud will be communicated to 'those

charged with governance'.

Have any specific fraud risks, or areas with a high

risk of fraud, been identified and what has been

done to mitigate these risks?

No areas with a high risk of material fraud have been identified. If any risks are identified, recommendations for

mitigation are made to managers who then implement as necessary.

Are internal controls, including segregation of

duties, in place and operating effectively?

If not, where are the risk areas and what mitigating
actions have been taken?

Internal controls, including whether segregation of duties exist, are reviewed by Internal Audit as part of their

routine and investigative work; exceptions are reported to managers and inform the Internal audit opinion.

P
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Fraud risk assessment
Question Management response

Are there any areas where there is a potential for

override of controls or inappropriate influence over

the financial reporting process (for example because
of undue pressure to achieve financial targets)?

There is always the potential for an override of controls within systems however our control framework has

established secondary compensatory controls in place that would identify any such override taken place.

Financial reporting is produced and balanced from the financial system, and the reporting hierarchy allows
for checks to be performed throughout the process by the Head of Treasury and Pensions and the S151

Officer., and no areas where there is a potential for override of controls or inappropriate influence over the

financial reporting process have been identified.

Are there any areas where there is a potential for

misreporting override of controls or inappropriate

influence over the financial reporting process?

No, as detailed above, there are compensatory controls in place to flag any overrides of controls.

How does the Pension Fund Committee exercise

oversight over management's processes for identifying

and responding to risks of fraud?
What arrangements are in place to report fraud issues

and risks to the Audit Committee?

The Internal Audit Risk Based Plan is approved by Audit Committee of the Council. Internal Audit

completes a robust review of internal controls on a risk basis and reports regularly to the Shropshire Council

Audit Committee. The Pension Fund Committee is informed of the audit opinions and seek management
reassurance on the improvement of controls where the consequences are considered high risk. At each

meeting the Audit Committee of the Council receive an update on instances of actual, suspected or alleged

fraud investigations that have occurred since the last meeting and their outcomes. The Pensions Fund

members are informed at their meetings of any pension based issues.

How does the Pension Fund communicate and

encourage ethical behaviour of its staff and

contractors?

The Pension Fund follows Shropshire Council’s Whistle Blowing policy and guidelines. The Pension Fund

shares the whistleblowing policy with the public and all contractors. The terms and conditions within Pension

Fund contracts also include ethical considerations for contractors and suppliers. The vision and values for the
Pension Fund identify the need for staff to act with integrity in all the undertakings we make and this is tested

and reviewed via team meetings and engagement surveys undertaken across the whole organisation.

How do you encourage staff to report their concerns

about fraud? Have any significant issues been

reported?

Staff are encouraged to report their concerns about fraud as set out in the Speaking up about wrongdoing

(whistleblowing) policy and the Council’s Counter Fraud, Bribery and Anti-Corruption Strategy.

Are you aware of any related party relationships or

transactions that could give rise to risks of fraud?
None identified.

Are you aware of any instances of actual, suspected or

alleged, Fraud within the Pension Fund as a whole

since 1 April 2014?

None identified.
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Laws and regulations

Issue

Matters in relation to laws and regulations

ISA (UK&I) 250 requires us to consider the impact of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Audit Committee, is responsible for ensuring that the Council's operations are conducted in accordance with laws and

regulations including those that determine amounts in the financial statements.

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or error,

taking into account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required to make inquiries of

management and the Audit Committee as to whether the entity is in compliance with laws and regulations. Where we become aware of information of non-

compliance or suspected non-compliance we need to gain an understanding of the non-compliance and the possible effect on the financial statements.

Risk assessment questions have been set out below together with responses from management.
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Impact of laws and regulations

Question Management response

What arrangements does the Pension Fund have in place to prevent and

detect non-compliance with laws and regulations?
Each year the Council’s corporate governance arrangements and risk management

arrangements are reviewed and reported upon by Internal Audit and Risk Management

teams. This would include the Pension Fund if applicable. The Pension Fund has a
robust corporate governance and risk management process in place, which are based on

approved polices and procedures.

How does management gain assurance that all relevant laws and

regulations have been complied with?
The Council has a Monitoring Officer and S151 Officer who provide assurance that all

relevant laws and regulations have been complied with.

The Pensions Fund has adopted the Local Government Pensions Scheme Regulations.
The Pension Committee receive regular reports of compliance from offers, who are

suitably qualified. Any non compliance would be reported to management via Internal

Audit reports and appropriate plans are put in place to remedy such issues. These would

cover the pension fund as applicable.

How is the Pension Fund Committee provided with assurance that all

relevant laws and regulations have been complied with?
See above

Have there been any instances of non-compliance or suspected non-

compliance with law and regulation since 1 April 2014, or earlier with an

on-going impact on the 2014/15 financial statements?

The Section 151 Officer is not aware of any instances of non-compliance with relevant

laws and regulations in 2014-15. The Chair of the Pension Fund Committee is not aware

of any instances of non-compliance during 2014/15.

What arrangements does the Pension Fund have in place to identify,

evaluate and account for litigation or claims?
Risk management, insurance and legal work together to identify and evaluate any

potential litigation or claims against the Council. Any potential liabilities are highlighted

each year in the Council’s Statement of Accounts, which includes consideration of the
Pension Fund, which is consolidated into the Council's financial statements.

Is there any actual or potential litigation or claims that would affect the

financial statements?
The Section 151 Officer is not aware of any actual or potential litigation or claims that

would affect the financial statements.

Have there been any reports from other regulatory bodies, such as HM

Revenues and Customs which indicate non-compliance?
No such reports have been received.
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Going concern
Issue

Matters in relation to going concern

ISA (UK&I) 570 covers auditor responsibilities in the audit of financial statements relating to management's use of the going concern assumption in the

financial statements.

The going concern assumption is a fundamental principle in the preparation of financial statements. Under this assumption entities are viewed as continuing

in business for the foreseeable future. Assets and liabilities are recorded on the basis that the entity will be able to realise its assets and discharge its liabilities

in the normal course of business.

The code of practice on local authority accounting requires an authority’s financial statements to be prepared on a going concern basis. Although the Pension

Fund is not subject to the same future trading uncertainties as private sector entities, consideration of the key features of the going concern provides an

indication of the Council's financial resilience.

As auditor, we are responsible for considering the appropriateness of use of the going concern assumption in preparing the financial statements and to
consider whether there are material uncertainties about the Council's ability to continue as a going concern that need to be disclosed in the financial

statements. We discuss the going concern assumption with management and review the Council's financial and operating performance.

Going concern considerations have been set out below and management has provided its response.
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Going concern considerations

Question Management response

Are management or members of the Pensions Fund Committee

aware of the existence of events or circumstances that have or will

lead to the winding up of the scheme or an entry into a Pensions
Protection Fund assessment period.

No such events or circumstances are known of or considered likely in the foreseeable future.

Is management aware of the existence of other events or conditions

that may cast doubt on the Pension Fund's ability to continue as a

going concern?

No events or conditions have been identified.

Are arrangements in place to report the going concern assessment to

the Audit Committee and Pensions fund?
The Pension Fund Committee consider a number of financial reports which provide them

with assurance that the Pension Fund continues as a going concern. They also receive reports

stating that all controls and risks have been managed appropriately and as Members will have
access to all reports produced across the Pension Fund whether public or exempt.
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Estimates
Issue

Matters in relation to accounting estimates

ISA (UK&I) 540 covers auditor responsibilities relating to estimates in an audit of financial statements.

Local authorities use estimates in the preparation of their financial statements. We need to obtain an understanding of:

• how management identifies the transactions, events and conditions that give rise to the need for an accounting estimate.

• how management actually make the estimates, including the control procedures in place to minimise the risk of misstatement.

We need to be aware of all estimates that the Pension Fund use as part of their accounts preparation. These are set out overleaf.
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Estimate considerations

Estimate Method

Controls used to identify

estimates Use of an expert

Underlying assumptions

- Assessment of degree of

uncertainty

- Consideration of alternative

estimates

Change in

accounting

method in

year?

Private Equity Private Equity investments are valued

at fair value in accordance with British

Venture Capital Association guidelines.
These investments are not publicly

listed and as such there is a degree of

estimation involved in the valuation.

December valuation is received and

cash flow adjustments are used to roll

forward the valuation to 31 March as
appropriate. Valuation is then

compared to the year end capital

statement to determine any significant

fluctuations.

Custodian and Fund

Manager Capital

Statement

No

Hedge Fund of

Funds

The fund of funds is valued at the sum

of the fair values provided by the

Administrators of the underlying funds
plus any adjustments deemed

necessary. These investments are not

publicly listed and as such there is a

degree of estimation involved in the

valuation.

The values of the investment in hedge

funds are based on the net asset value

provided by the fund manager.
Assurance over the valuation are

gained from the independent audit of

the value.

Fund audited

accounts and

control reports

No

Accruals Finance team collate accruals of

expenditure and income. Activity is

accounted for in the financial year that
it takes place, not when money is paid

or received.

Review financial systems to identified

where goods have been received but

not paid for.
Requests of service managers to

identify any other goods or services

received or provided but not paid for.

No Accruals for income and expenditure

often based on known values.

Where accruals are estimated the latest
available information is used.

No
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Related parties
Issue

Matters in relation to related parties

ISA (UK&I) 550 covers auditor responsibilities relating to related party transactions.

Many related party transactions are in the normal course of business and may not carry a higher risk of material misstatement. However in some

circumstances the nature of the relationships and transaction may give rise to higher risks.

For local government bodies, the Code of Practice on Local Authority Accounting in the United Kingdom (the Code) requires compliance with IAS 24:
related party disclosures. The Code identifies the following as related parties to local government bodies:

• entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the Pension Fund (i.e. subsidiaries)

• associates

• joint ventures in which the Pension Fund is a venturer

• an entity that has an interest in the Pension Fund that gives it significant influence over the Council
• key officers, and close members of the family of key officers

• post-employment benefit plan (pension fund) for the benefit of employees of the Council, or of any entity that is a related party of the Council.

The Code notes that, in considering materiality, regard should be had to the definition of materiality, which requires materiality to be judged from the

viewpoint of both the Pension Fund and the related party.

ISA (UK&I) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that you have

established to identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make in the financial statements

are complete and accurate.

P
age 17



© 2015 Grant Thornton UK LLP | Informing the risk assessment | February 2014

Related party considerations

Question Management response

Who are the Pension Fund's related parties? The Pension Fund main related party is Shropshire Council., with some disclosure in relation to employee

who hold key responsibilities.

What are the controls in place to identify, account for,

and disclose, related party transactions and

relationships?

A number of arrangements are in place for identifying the nature of a related party and reported value

including:

• Maintenance of a Register of interests for Members, a register for pecuniary interests in contracts for
Officers and Senior Managers requiring disclosure of related party transactions.

• Annual return from senior managers/officers requiring confirmation that read and understood the

declaration requirements and stating details of any known related party interests.

P
age 18



© 2015 Grant Thornton UK LLP. All rights reserved.

'Grant Thornton' means Grant Thornton UK LLP, a limited
liability partnership.

Grant Thornton is a member firm of Grant Thornton International Ltd
(Grant Thornton International). References to 'Grant Thornton' are
to the brand under which the Grant Thornton member firms operate
and refer to one or more member firms, as the context requires.
Grant Thornton International and the member firms are not a
worldwide partnership. Services are delivered independently by
member firms, which are not responsible for the services or activities
of one another. Grant Thornton International does not provide
services to clients.

grant-thornton.co.uk

P
age 19



P
age 20

T
his page is intentionally left blank



©  2015 Grant Thornton UK LLP   |

The Audit Plan

for Shropshire County Pension Fund

Year ended 31 March 2015

25 February 2015

John Gregory

Engagement Lead

T 07880 456 107

E john.gregory@uk.gt.com

Ashley Wilson

Audit Manager

T 07584 591 482

E ashley.l.wilson@uk.gt.com

Kieran Armitage

Executive

T 0121 232 5422 

E Kieran.Armitage@uk.gt.com

A
genda Item

 10

P
age 21



The contents of this report relate only to the matters which have come to our attention,

which we believe need to be reported to you as part of our audit process. It is not a

comprehensive record of all the relevant matters, which may be subject to change, and in

particular we cannot be held responsible to you for reporting all of the risks which may affect

the Council or any weaknesses in your internal controls. This report has been prepared solely

for your benefit and should not be quoted in whole or in part without our prior written

consent. We do not accept any responsibility for any loss occasioned to any third party acting,

or refraining from acting on the basis of the content of this report, as this report was not

prepared for, nor intended for, any other purpose.
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Understanding your business

Challenges/opportunities

1. New governance arrangements

• The new governance regulations have 

introduced further changes for LGPS which 

take effect from April 2015. These 

introduce a Local Pension Board for each 

fund. These boards will work with the 

administering authority to help ensure 

compliance and effective governance and

administration of the scheme. In addition 

the regulations also establish a National 

Scheme Advisory Board and a funding cap.

• There is a potential for overlap for many 

schemes between existing Pension 

Committees and the new Local Pension 

Boards, with a real challenge for 

administering authorities to meet the 

statutory requirements, but in a way which 

delivers visible improvements in the 

governance of the funds.

Our response

� We will continue our on-going dialogue with 

officers around their governance 

arrangements.

� We will share good practice that is emerging 

with officers.

In planning our audit we need to understand the challenges and opportunities the Pension Fund is facing.  We set out a summary of our understanding below.

2. Pensions Regulator

• The Public Services Pension Act also 

provides for the extension of the work of 

The Pensions Regulator to the LGPS from 

1 April  2015.

• The Fund will need to monitor compliance 

with requirements set by the regulator.

3. Future structural reform

• In May 2014 DCLG consulted on the 

opportunities for collaboration, cost savings 

and efficiencies in the management of 

LGPS funds. While the outcome of this is 

still awaited there is clearly a growing 

momentum for structural change.

• In the meantime the growing use of shared 

arrangements is delivering real benefits to 

funds through reduced costs, increasing 

access to relevant expertise and improved 

quality.

4. Local government outsourcing

• As many councils look to outsourcing and 

the set up of external organisations as a 

more cost effective way to provide services, 

the impact on the LGPS fund needs to be 

considered.

• Funds need to carefully consider requests 

for admission to the scheme and where 

possible mitigate any risks to the fund.

• An increased number of admitted bodies 

may increase the risks for the fund in the 

event of those bodies failing. It is also likely 

to increase the administration costs of the 

scheme overall.

• We will share our experience of working 

with The Pensions Regulator.

• We will discuss with officers any changes 

that have been made to existing practices 

for the fund to demonstrate compliance. 

� We will share good practice in reducing 

administration costs through collaboration or 

other initiatives.

� We will discuss any proposals for structural 

change and their impact on the Pension 

Fund with officers.

� Through our regular liaison with officers we 

will consider the impact of any planned large 

scale TUPE transfers of staff and the effect 

on the Pension Fund.
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Developments relevant to your business and the audit
In planning our audit we also consider the impact of key developments in the sector and take account of national audit requirements as set out in the Code of Audit Practice 

('the code') and associated guidance.

Developments and other requirements

Our response

1. LGPS 2014

• During 2013/14 funds have implemented 

LGPS 2014. This has moved LGPS from a 

final salary scheme to a career average 

scheme one year ahead of other public 

sector schemes.

• Under this new scheme, the calculations of 

benefits are likely to be more complex, as 

are the arrangements for ensuring the 

correct payment of contributions.

• LGPS 2014 has put a greater emphasis on 

the employer providing detailed information 

to the scheme administrator, while also 

requiring the scheme to have enhanced 

information systems in place to maintain 

and report on this data.

� We will consider changes made to the 

pensions administration control environment 

in response to LGPS data requirements, and

� we will review and test controls over 

contributions and benefits.

2. Financial Reporting 

• There are no significant changes to the 

Pension Fund financial reporting framework 

as set out in the CIPFA Code of Practice 

for Local Authority Accounting (the Code) 

for the year ending 31 March 2015, 

however the Pension Fund needs to ensure 

on-going compliance with the Code .

3. Financial Pressures

• Pension funds are increasingly disinvesting 

from investment assets to fund cash flow 

demands on benefit and leaver payments 

that are not covered by contributions and 

investment income.

• Pension fund investment strategies need to 

be able to respond to these demands as 

well as the changing nature of the 

investment markets.

• We are aware  that your fund has had to 

use some cash balances to cover some 

elements of benefit payments, but have not 

had to disinvest from assets held.

4. Accounting for Fund management costs

• The Code's only requirement for the 

disclosure of the costs of managing the 

pension fund is that management costs in 

relation to a retirement benefit plan are 

disclosed on the face of the fund account.

• CIPFA have recently produced guidance 

aimed at improving the transparency of 

management cost data and have 

suggested that funds should include in the 

notes to the accounts a breakdown of 

those management costs across the areas 

of investment management expenses, 

administration expenses and oversight and 

governance costs. 

� We will ensure that the Pension Fund 

financial statements comply with the 

requirements of the Code through our 

substantive testing.

• We will monitor any changes to the Pension 

Fund investment strategy through our 

regular meetings with management.

• We will consider the impact of changes on 

the nature of investments held by the 

Pension Fund and adjust our testing 

strategy as appropriate.

� We will discuss with officers any planned 

changes to the financial statements in 

response to this guidance.
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Devise audit strategy

(planned control reliance?)

Our audit approach

Global audit technology
Ensures compliance with International 

Standards on Auditing (ISAs)

Creates and tailors 

audit programs

Stores audit

evidence

Documents processes 

and controls

Understanding 

the environment 

and the entity

Understanding 

management’s 

focus

Understanding 

the business

Evaluating the 

year’s results

Inherent 

risks

Significant 

risks

Other

risks

Material 

balances

Yes No

� Test controls

� Substantive 

analytical 

review

� Tests of detail

� Test of detail

� Substantive 

analytical 

review

Financial statements

Conclude and report

General audit procedures

IDEA

Extract 

your data

Report output 

to teams

Analyse data 

using relevant 

parameters

Develop audit plan to 

obtain reasonable 

assurance that the 

Financial Statements 

as a whole are free 

from material 

misstatement and 

prepared in all 

materiala respects 

with the CIPFA Code 

of Practice 

framework using our 

global methodology 

and audit software

Note:

a. An item would be considered 

material to the financial statements 

if, through its omission or non-

disclosure, the financial statements 

would no longer show a true and 

fair view.
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Significant risks identified
'Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, either due to size or 

nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is significant measurement 

uncertainty' (ISA 315). 

In this section we outline the significant risks of material misstatement which we have identified.  There are two presumed significant risks which are applicable to all audits 

under auditing standards (International Standards on Auditing – ISAs)  which are listed below:

Significant risk Description Substantive audit procedures

The revenue cycle includes 

fraudulent transactions

Under ISA 240 there is a presumed risk that revenue 

may be misstated due to the improper recognition of 

revenue.  

This presumption can be rebutted if the auditor 

concludes that there is no risk of material misstatement 

due to fraud relating to revenue recognition.

Having considered the risk factors set out in ISA240 and the nature of the revenue 

streams at Shropshire County Pension Fund, we have determined that the risk of fraud 

arising from revenue recognition can be rebutted, because:

• there is little incentive to manipulate revenue recognition

• opportunities to manipulate revenue recognition are very limited

• the culture and ethical frameworks of local authorities, including Shropshire Council

who act as the administrators of the pension fund, mean that all forms of fraud are 

seen as unacceptable.

Management over-ride of controls Under ISA 240 the presumption that the risk of 

management over-ride of controls is present in all 

entities.

Audit work planned:

� Review of accounting estimates, judgments and decisions made by management

� Testing of journal entries

� Review of unusual significant transactions

P
age 27



©  2015 Grant Thornton UK LLP   |

Significant risks identified cont'd

Significant risk Description Substantive audit procedures

Level 3 Investments – Valuation is 

incorrect

Level 3  investment are those 

where at least one input that could 

have a significant effect on the 

instrument’s valuation is not based 

on observable market data.

Under ISA 315 significant risks often relate to 

significant non-routine transactions and judgemental 

matters. Level 3 investments by their very nature 

require a significant degree of judgement to reach an 

appropriate valuation at year end.

Work completed to date:

• We have discussed with officers investment strategy for the fund which has indicated 

no change is expected in the overall split between level 1,2 and 3 investments held 

at the  year-end.

Further work planned:

• We will perform walkthrough tests of key controls identified in for this system.

• For a sample of investments, test valuations by obtaining and reviewing audited 

accounts at latest date for individual investments and agreeing these to the fund 

manager reports at that date. Reconciliation of those values to the values at 31st 

March with reference to known movements in the intervening period.

• We will review the reconciliation of information provided by the fund managers, the 

custodian and the Pension Fund's own records and seek explanations for variances

• The existence of investments will be confirmed directly with independent custodians 

or by agreement to relevant documentation.

• To review the nature and basis of estimated values.
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Other risks identified

The auditor should evaluate the design and determine the implementation of the entity's controls, including relevant control activities, over those risks for which, in the 

auditor's judgment, it is not possible or practicable to reduce the risks of material misstatement at the assertion level to an acceptably low level with audit evidence obtained 

only from substantive procedures (ISA 315). 

In this section we outline the other risks of material misstatement which we have identified as a result of our planning.

Other risks Description Audit Approach

Investment Income Investment activity not valid. Investment income not accurate. 

(Accuracy)

Audit work planned:

• We will perform walkthrough tests of key controls identified  for this cycle.

• We will review the reconciliation of information provided by the fund managers, the 

custodian and the Pension Fund's own records and seek explanations for 

variances.

• The existence of investments will be confirmed directly with independent custodians 

or by agreement to relevant documentation.

Investment  purchases

and sales

Investment activity not valid. Investment valuation not correct. Audit work planned:

� We will review the reconciliation of information provided by the fund managers, the 

custodian and the Pension Fund's own records and seek explanations for variances
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Other risks identified continued
Other risks Description Audit Approach

Investment values – Level 2 investments

Level 2 investments are those where 

quoted market prices are not available; 

for example, where an instrument is 

traded in a market that is not considered 

to be active, or where valuation 

techniques are used to determine fair 

value. 

Valuation is incorrect. (Valuation net) Audit work planned:

• We will update our understanding of the cycle with relevant personnel from the team 

during the interim audit.

• We will perform walkthrough tests of key controls identified for this cycle.

• We will review the reconciliation of information provided by the fund managers, the 

custodian and the Pension Fund's own records and seek explanations for variances

• The existence of investments will be confirmed directly with independent custodians or by 

agreement to relevant documentation.

Contributions Recorded contributions not correct 

(Occurrence)

Audit work planned:

• We will update our understanding of the cycle with relevant personnel from the team 

during the interim audit.

• We will perform walkthrough tests of the controls identified in this cycle.

• We will discussed with internal audit their work completed in this area and seek to 

minimise the level of testing we undertake in this area.

• We will sample test controls testing over the contributions made to the fund.

• Test a sample of contributions to source data to gain assurance over their accuracy and 

occurrence.

• Rationalise contributions received with reference to changes in member body payrolls and 

numbers of contributing pensioners to ensure that any unexpected trends are satisfactorily 

explained.

Benefits payable Benefits improperly computed/claims 

liability understated (Completeness, 

accuracy and occurrence)

Audit work planned:

• We will update our understanding of the cycle with relevant personnel from the team 

during the interim audit.

• We will perform walkthrough tests of key controls identified for this cycle.

• Controls testing over, completeness, accuracy and occurrence of benefit payments,

• Test a sample of individual pensions in payment by reference to member files,

• We will rationalise pensions paid with reference to changes in pensioner numbers and 

increases applied in the year to ensure that any unusual trends are satisfactorily 

explained.
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Other risks identified continued
Other risks Description Audit Approach

Member Data Member data not correct. (Rights and Obligations) Audit work planned:

• We will update our understanding of this cycle with relevant personnel from the 

team during the interim audit.

• We will perform walkthrough tests of the controls identified in the cycle.

• We will perform controls testing over new enrolments to the pension scheme. 

• Controls testing over annual/monthly reconciliations and verifications with individual 

members

• Sample testing of changes to member data made during the year to source 

documentation
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Plan of  interim audit work

The plan for our  interim audit work is noted above , the impact of  our findings may impact on the accounts audit approach and we will issue an update 
to this plan, if  required, following our interim work. 

Work planned

Internal audit We will carry out a high level review of internal audit's overall arrangements.

Walkthrough testing We will carry out a walkthrough test of controls operating in areas where we consider that  there is a risk of 

material misstatement to the financial statements. 

Entity level controls We will obtain an understanding of the overall control environment relevant to the preparation of the 

financial statements including:

• Communication and enforcement of integrity and ethical values

• Commitment to competence

• Participation by those charged with governance

• Management's philosophy and operating style

• Organisational structure

• Assignment of authority and responsibility

• Human resource policies and practices

Review of information technology controls We will perform a high level review of the general IT control environment, as part of the overall review of 

the internal controls system. 

Journal entry controls We will review the Pension Fund's journal entry policies and procedures as part of determining our journal 
entry testing strategy and have not identified any material weaknesses which are likely to adversely impact 
on the Fund's control environment or financial statements.
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The audit cycle

Key dates

Completion/

reporting 
Debrief

Interim audit 

visit

Final accounts

Visit

February 2015 June 2015 September  2015 September  2015

Key phases of our audit

2014-2015

Date Activity

January 2015 Planning

February 2015 Interim site visit

March 2015 Presentation of audit plan to Pensions Fund Committee

June/July 2015 Year end fieldwork

August 2015 Audit findings clearance meeting with appropriate officers

September 2015 Report audit findings to those charged with governance being the Pensions Fund

Committee

By 29 September 2015 Sign financial statements opinion
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Fees

£

Pension Fund Scale Fee 23,427

Proposed fee variation – IAS 19 Assurances 1,979

Total fees (excluding VAT) 25,406

Fees and independence

Our fee assumptions include:

� Supporting schedules to all figures in the accounts 

are supplied by the agreed dates and in accordance 

with the agreed upon information request list

� The scope of the audit, the Fund, and its activities, 

have not changed significantly

� The Fund will make available management and 

accounting staff to help us locate information and 

to provide explanations

Proposed fee variation – IAS 19 Assurances 

In line with Audit Commission standing guidance we 

are required to provide assurance to admitted body 

auditors over the reliability of the information provided 

by the Pension Fund to the actuary for the purposes of 

them making their IAS 19 estimates. As in the previous 

year this work is not currently included in the scale fee 

and therefore a fee variation is proposed to cover the 

cost of the work required by the admitted bodies.

Independence and ethics

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are 

required or wish to draw to your attention. We have complied with the Auditing Practices Board's Ethical 

Standards and therefore we confirm that we are independent and are able to express an objective opinion on the 

financial statements.

Full details of all fees charged for audit and non-audit services will be included in our Audit Findings report at the 

conclusion of the audit.

We confirm that we have implemented policies and procedures to meet the requirement of the Auditing Practices 

Board's Ethical Standards.

Fees for other services

Service Fees £

None Nil

Fees for other services

Fees for other services reflect those agreed at the time of issuing our Audit Plan. Any changes will be reported in 

our Audit Findings Report and Annual Audit Letter. 
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Communication of  audit matters with those charged with governance

Our communication plan

Audit 

plan

Audit 

findings

Respective responsibilities of auditor and management/those charged 

with governance

�

Overview of the planned scope and timing of the audit. Form, timing 

and expected general content of communications

�

Views about the qualitative aspects  of the entity's accounting and 

financial reporting practices, significant matters and issue arising during 

the audit and written representations that have been sought

�

Confirmation of independence and objectivity � �

A statement that we have complied with  relevant ethical requirements 

regarding independence,  relationships and other matters which might  

be thought to bear on independence. 

Details of non-audit work performed by Grant Thornton UK LLP and 

network firms, together with  fees charged.  

Details of safeguards applied to threats to independence

� �

Material weaknesses in internal control identified during the audit �

Identification or suspicion of fraud involving management and/or others 

which results in material misstatement of the financial statements

�

Non compliance with laws and regulations �

Expected modifications to the auditor's report, or emphasis of matter �

Uncorrected misstatements �

Significant matters arising in connection with related parties �

Significant matters in relation to going concern �

International Standards on Auditing  (ISA) 260, as well as other ISAs, prescribe matters 

which we are required to communicate with those charged with governance, and which 

we set out in the table opposite.  

This document, The Audit Plan, outlines our audit strategy and plan to deliver the audit, 

while The Audit Findings will be issued prior to approval of the financial statements  and 

will present key issues and other matters arising from the audit, together with an 

explanation as to how these have been resolved.

We will communicate any adverse or unexpected findings affecting the audit on a timely 

basis, either informally or via a report to the Council.

Respective responsibilities

This plan has been prepared in the context of the Statement of Responsibilities of 

Auditors and Audited Bodies issued by the Audit Commission (www.audit-

commission.gov.uk). 

We have been appointed as the Council's independent external auditors by the Audit 

Commission, the body responsible for appointing external auditors to local public bodies 

in England. As external auditors, we have a broad remit covering finance and 

governance matters. 

Our annual work programme is set in accordance with the Code of Audit Practice ('the 

Code') issued by the Audit Commission and includes nationally prescribed and locally 

determined work. Our work considers the Council's key risks when reaching our 

conclusions under the Code. 

It is the responsibility of the Council to ensure that proper arrangements are in place for 

the conduct of its business, and that public money is safeguarded and properly 

accounted for.  We have considered how the Council is fulfilling these responsibilities. 
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 Committee and Date 
 
Pensions Committee 
 
20 March 2015 
 
10.30am 

 Item 
 

11 
 
Public 

 

SCHEDULE OF COMMITTEE AND OTHER MEETINGS 2015/16 
 
 
Responsible Officer Justin Bridges 
e-mail: justin.bridges@shropshire.gov.uk Tel:  (01743) 

252072 
Fax  (01743) 
255901 

 
 

1. Summary 
 

1.1 The report brings together a schedule of meetings of the Committee and 
outside bodies on which the Committee is represented.  It also identifies 
which managers and advisers will be attending the respective meetings. 

 

2. Recommendation 
 

2.1 Members are asked to:- 

• Agree the schedule of Committee meetings, including the Annual 
Meeting.  

 

• Agree representation at other conferences and training events.  

• Consider and provide feedback on the alternative Committee Meeting 
structure in Appendix B.  

 
REPORT 

 
3. Risk Assessment and Opportunities Appraisal 
 

3.1 Risk Management is part of the Pension Fund’s structured decision-making 
process by ensuring that investment decisions are taken by those best 
qualified to take them. 

 
3.2 The recommendations contained in this report are compatible with the 

provisions of the Human Rights Act 1998. 
 

3.3 There are no direct environmental, equalities or climate change 
consequences arising from this report. 

 
4. Financial Implications 
 

Agenda Item 11
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4.1 There are no direct financial implications on the resources of the Council. 

 
5. Background 
 

5.1 The Committee traditionally meets quarterly, as soon as possible after each 
quarter end, but allowing sufficient time for the preparation of managers’ 
reports, technical meetings between managers and officers and independent 
confirmation of performance data. 

 

6. Schedule of Meetings 
 

6.1 The Calendar at Appendix A proposes dates for the quarterly meetings for 
next year and indicates which managers and advisers will be invited to 
present their reports in person.  Also included is the date of the Annual 
Meeting so that Members can co-ordinate their attendance at meetings 
relating to all the Committee’s activities and other major seminars are included 
where these are known.  Details of the training offered by the Local 
Government Association for new Pension Board members is also included on 
the schedule.  

 
7. Manager Monitoring 
 

7.1 The requirements of the LGPS Investment Regulations on Administering 
Authorities in relation to the review of an investment manager’s performance 
are:- 

 

• “To keep his performance under review.” 

• “At least once every three months to review the investments he has 
made.” 

• “Periodically to consider whether or not to retain him.” 
 

7.2 The present review and reporting arrangements, including quarterly technical 
meetings with officers, the quarterly investment report and periodic personal 
attendance at Committee are considered to comply with the regulatory 
requirements.  Managers and advisers are invited to present to the Committee 
annually and this results in 3 or 4 presentations each meeting. Discussions 
are currently taking place with the Fund’s Independent advisor and Investment 
Consultant, Aon Hewitt, about the future structure of Pension Committee 
meetings and this will be discussed during the training session prior to the 
meeting in order to get feedback from Members. Detailed in Appendix B is a 
possible alternative Committee meeting structure for Members to consider. 

 

8. Annual Training Day 
 

8.1 The 2015 Annual Training Day will be held on 29 July 2015 in the Wilfred 
Owen Room, Shirehall. Further details of the event will be sent to Members in 
advance of the Training Day. 

8.2 Further training events will be considered during the year and additional 
training sessions will be arranged for Pension Board members once 
appointed. 
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9. The Local Authority Pension Funds Forum (LAPFF) 
 

9.1 As members of the LAPFF, the Committee are asked to be represented at a 
number of meetings through the year. Forum meetings are generally held in 
London. When the Fund is represented, it is usually by an appropriate officer 
and/or the Chairman. 

 

10. Other Seminars/Conferences 
 
10.1 In addition to the above, there are a number of other major conferences and 

seminars, to which the Committee might wish to send delegates.  These 
include:- 

• NAPF Investment Conference – May 2015. It is recommended that 
appropriate officers attend this conference 

 

• LGC Investment Symposium – June 2015. It is recommended that 
appropriate officers attend this conference. 

 

• LGC Public Sector Pension Funds Investment Seminar – September 
2015.  It is recommended that appropriate officers and the Chairman or 
Vice Chairman (or any other Member of the Pension Committee) should 
represent the Committee at this conference. 

 

• LAPF Annual Conference – December 2015. It is proposed that an 
appropriate officer or Member of the Committee should represent the 
Fund at this conference. 

 

• LGC Investment Conference – February 2016. It is recommended that 
appropriate officers attend this conference 

 

• It is proposed that should other seminars and training events be 
identified as beneficial, then attendance be agreed by the Chairman and 
the Scheme Administrator through the year. 

List of Background Papers (This MUST be completed for all reports, but does 
not include items containing exempt or confidential information) 
N/A 

Cabinet Member 
N/A 

Local Member 
N/A 

Appendices 
A - Schedule of Meetings 2015/16 

B – Alternative committee meeting structure 
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          Appendix A 
Pensions Committee – Schedule of Meetings 2015/16 

(Committee meetings are in bold print) 
 

Meeting date Details (and location of 
other than Shirehall) 
 

Manager / 
Adviser to 
present 

Comments 
 

19 - 20 May 2015 NAPF Investment Summit 
(Gloucestershire) 

 Officer Attendance 

28 May 2015 LGA Pension Board Member 
Training (Liverpool) 

 Pension Board 
Members to attend 

25 June 2015 LGC Pension Fund Symposium  Officer Attendance 

26 June 2015 Quarterly Meeting  
(March 2015)- 

GIP – Infrastructure 
Legal & General – 
Global Equities/Index 
Linked Bonds 
F&C – Responsible 
Engagement Overlay 
Aon – 
Training/Investment 
Strategy Review  
  

 

29 July 2015 Training Day (Wilfred Owen 
Room) 
 

 Members / Substitute 
Members officer 
attendance 

25 Sept 2015 Quarterly Meeting 
(June 2015) 

PIMCO (Global 
Bonds) 
Investec (GIobal 
Equities) 
Harris (Global 
Equities) 
Grant Thornton – 
2014/15 Audit 
Aon – 
Training/Investment 
Strategy Review  

 

7 - 9 Sept  2015 LGC Investment Summit (South 
Wales) 
 

 Member / Officer 
attendance 

12 Nov 2015 ANNUAL MEETING 
Council Chamber, Shirehall 
 

  

27 Nov 2015 Quarterly Meeting  
(Sept 2015) 

HarbourVest (Private 
Equity) 
BlackRock (Hedge 
Funds) 
Brevan Howard – 
Hedge Funds  
Aon – 
Training/Investment 
strategy Review  

 

2 - 4 Dec 2015 LAPFF Annual Conference 
(Bournemouth) 

 Member / Officer 
attendance 
 

25 – 26 February 
2016 

LGC Investment Seminar 
(Chester) 

 Officer Attendance 

18 March 2016 Quarterly Meeting  
(Dec 2015) 

Majedie (UK Equities) 
Aberdeen (Pan 
European Property) 
MFS (Global Equities) 
Grant Thornton – 
Audit Plan 
Aon – 
Training/Investment 
Strategy Review 
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1

Aon Hewitt | Consulting | Investment Consulting Practice

December 2014

Aon Hewitt Limited is authorised and regulated by the Financial Conduct Authority.

45 minutes

Training, discussion and decisions on changing

asset allocation and implementing changes

45 minutes

Officers and Aon Hewitt report on managers

Committee meet manager(s) where necessary

60 minutes

Training, discussion and decisions on

strategic matters

Strategic

asset allocation

Asset allocation

and

implementation

Managers

Governance: Proposal for allocation of Committee meeting time

Other 30 minutes

Other items

Appendix B
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Committee and Date 
 
Pensions Committee 
 
20 March 2015 
 
10.30am 

 Item 
 
 
12 
 
 
Public 

 

 

 GOVERNANCE COMPLIANCE STATEMENT 
 
 
Responsible Officer James Walton 
e-mail: james.walton@shrophire.gov.uk 

 
 

Tel:  (01743) 
255011 

Fax  (01743) 
252184 

 
 

1. Summary 
 

1.1 The report outlines the requirement to produce and keep updated a 
Governance Compliance Statement in line with the best practice 
principles published by the Communities & Local Government 
Department.  This report updates the Governance Compliance 
Statement that was first published back in February 2006 and has now 
been updated to include the creation of the Pension’s Board. 

 
 

2.  Recommendations 
 

2.1 The Committee is asked to approve, with or without comment, the 
revised Governance Compliance Statement at Appendix A. 

 
 

REPORT 
 

3. Risk Assessment and Opportunities Appraisal 
 

3.1 Risk management is considered by Committee in making decisions 
under the governance arrangements outlined. 

 
3.2 The recommendations contained in this report are compatible with the 

provisions of the Human Rights Act 1998. 
 
3.3 There are no direct environmental, equalities or climate change 

consequences of this proposal.   
 
3.4 The Governance Compliance Statement will be issued to employers 

and published on the Scheme’s website. 
 

 

Agenda Item 12
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4. Financial Implications   
 
 4.1 There are no direct financial implications arising from this report. 
 
5. Background 
 

5.1 In February 2006 Members approved the Governance Compliance 
Statement for the Shropshire Fund which outlined the governance 
arrangements that had been in existence since 1994.  This document 
was published following consultation with employers.  

5.2 The Governance Compliance Statement was last updated and 
approved by Committee in June 2014.   

6. Purpose of Governance Compliance Statement 
 

6.1 The regulations require an administering authority to prepare a written 
statement setting out;- 

(a) Whether it delegates its functions, or part of its function, in relation to 
maintaining a pension fund to a committee, sub committee or officer of 
the authority 

(b) And, if so, it must state: 

• The terms of reference, structure and operational procedures 
of the delegation 

• The frequency of any committee/sub committee meetings; 

• Whether the committee/sub committee includes 
representatives of employing authorities (including non-
scheme employers) or scheme members, and, if so, whether 
these representatives have voting rights; 

 (c)The extent to which delegation, or the absence of a delegation, 
complies with guidance given by the Secretary of State and, to the 
extent that it does not so comply, the reasons for not complying 

(d)  details of the terms, structure and operational procedures relating to 
the local pension board. 

6.2 In 2008 the Communities & Local Government Department issued a 
document entitled “Best Practice in Governance Arrangements for 
Local Government Pension Schemes” which required pension funds to 
outline compliance against a range of best practice principles.  The 
governance arrangements of the Shropshire Fund adhere to all these 
best practice principles.  Compliance against these principles is shown 
within the Governance Compliance Statement. 

6.3 The Governance Compliance Statement has been updated to take 
account of the creation of the local pension board. 
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6.4 The revised Governance Compliance Statement is attached at 
Appendix A.  Following approval this document will be issued to all 
employers and published on the website.    

List of Background Papers (This MUST be completed for all reports, but does 
not include items containing exempt or confidential information 
Pensions Committee, 20 June 2014, Governance Compliance Statement 

Cabinet Member 
N/A 

Local Member 
N/A 

Appendices 
A – Governance Compliance Statement (revised March 2015) 
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Shropshire County Pension Fund 

 

GOVERNANCE 

COMPLIANCE 

STATEMENT  

 
Agreed by Pensions Committee on 20 March 2015  
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INTRODUCTION 

1. This Statement has been prepared by Shropshire 

Council (the Administering Authority) to set out the 

governance compliance statement for the Shropshire 

County Pension Fund (the Scheme), in accordance 

with The Local Government Pension Scheme 

Regulations 2013 (Regulation 55 refers), and its 

predecessor, Regulation 31 of the Local Government 

Pension Scheme Regulations 2008 (as amended). 

 

2. It has been prepared by the administering authority 

in consultation with appropriate interested persons. 

 

PURPOSE OF GOVERNANCE COMPLIANCE 

STATEMENT 

3. The regulations on governance compliance  

statements require an administering authority, after 

consultation with such persons as they consider 

appropriate, to prepare, maintain and publish a 

written statement setting out … 

a) whether it delegates its functions, or part of 

its functions, in relation to maintaining a 

pension fund to a committee, sub-committee 

or officer of the authority; 

b) and, if so, it must state: 

• the terms of reference, structure and 

operational procedures of the delegation; 

• the frequency of any committee/sub-

committee meetings; 

• whether the committee/sub-committee 

includes representatives of employing 

authorities (including non-scheme employers) 

or scheme members and, if there are such 

representatives, whether they have  

voting rights. 

c) the extent to which delegation, or the 

absence of a delegation, complies with 

guidance given by the Secretary of State and, 

to the extent that it does not so comply, the 

reasons for not complying. 

d) details of the terms, structure and 

operational procedures relating to the local 

pension board established under regulation 

106 (local pension boards: establishment).  

4. Thus, the policy statement should include 

information about all of the administering authority’s  

pension fund governance arrangements. Information  

about the representation of employers should  

cover any arrangements for representing admitted  

body employers (non-scheme employers). 

 

Governance of Shropshire County Pension Fund 

5. Under the cabinet structure in local government, 

management of the pension fund is a non-executive 

function and this is reflected in the Shropshire Council 

governance structure that is set out below.  

6. The Pensions Committee was established in 1994 

with responsibility for all matters relating to the 

management and administration of the Shropshire 

County Pension Fund. The Pensions Committee is  

a standing committee of the Council and is linked to 

Full Council by virtue of the Chairman or Vice 

Chairman being a Shropshire Council member. 

7. The Shropshire County Pension Fund local Pension 

Board was established by Shropshire Council in 2015 

under the powers of Section 5 of the Public Service 

Pensions Act 2013 and in accordance with regulation 

106 of the Local Government Pension Scheme 

Regulations 2013. The local Pension Board operates 

independently of the Pensions Committee, details of 

which are set out in its terms of reference 

(summarised below).  

 

SHROPSHIRE COUNCIL 

Pensions Committee (non-executive committee)  

The Pensions Committee reports to Full Council. It 

meets formally at least quarterly and more frequently 

if formal decisions are required. In between meetings 

Chairman’s approval may be sought. 

Terms of Reference: 

a) To advise the Council on the arrangements 

for the proper administration of the 

Shropshire County Pension Fund in 

accordance with the Local Government  

Regulations 2013 and the Local Government 

Pension Scheme (Management and 

Investment of Funds) Regulations 2009; 

b) To advise employing organisations and 

employees within the Fund of their benefits, 

contributions and the financial performance 

of the Fund; 

c) To advise and assist the Council on the 

determination of any matters of general 

policy relating to the investment of the 

Pension Fund; 
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d)  To approve the annual report and accounts 

of the Fund and hold an Annual Meeting. 

 

8. The Pensions Committee formal terms of  

reference (above) are interpreted as including: 

• Admission of employing organisations to the 

Fund where discretion is permitted; 

• Appointment of external advisors and 

actuaries to  assist with the administration of 

the Fund, and of external managers for the 

management of the Fund’s portfolio of assets; 

• Approval of the periodic formal valuation of 

the Fund; 

• Consideration of the advice of the Council’s 

external investment advisers and of the 

Scheme Administrator; 

• Determination of the objectives and general 

investment approach to be adopted by 

external fund managers; 

• Review and monitoring of investment 

transactions and the overall investment 

performance of the Fund; 

• To develop and implement shareholder 

policies on  corporate governance issues; 

• To review and approve on a regular basis the 

content of the Statement of Investment 

Principles and to monitor compliance of the 

investment arrangements with the Statement; 

• To review the Funding Strategy Statement in 

detail at least every three years ahead of the 

triennial valuations being carried out, in order 

to inform the valuation process; 

• To review and approve on a regular basis the  

Communications Policy for the Fund; 

 

REPRESENTATION 

9. Representation on the Pensions Committee is as 

follows: 

Organisation                                               Allocation 

Shropshire Council                                     4 

Borough of Telford                                     2 

and Wrekin Council  

(co-opted) 

Employees (co-opted)                                2 (non-voting) 

Pensioners (co-opted)                                1 (non-voting) 

The Administering Authority (Shropshire Council) 

always holds either the Chairmanship or Vice 

Chairmanship. The position of Chairman and Vice 

Chairman rotate between Shropshire Council and the 

Borough of Telford & Wrekin on a one year basis. 

 

The Committee is supported by the advice from an 

independent advisor and investment consultant – one 

advises on strategic issues and overall investment 

approach and the investment consultant provide 

analysis and advice of a technical nature in relation to 

portfolio construction, interpretation of performance 

measurement and the monitoring of investment 

managers. 

The role of Scheme Administrator is held by the 

officer who has responsibilities under S151 of the 

Local Government Act 1972 and provides financial 

(non-investment) advice to the Committee, including 

advice on financial management, issues of compliance 

with internal regulations and controls, budgeting and 

accounting and liaison with independent advisers. 

 

Legal advice is provided by the Head of Legal and 

Democratic Services. 

 

The remit for the LGPS vests formal statutory 

responsibility for the LGPS and fund investment with 

the administering authority which is answerable for 

the effective and prudent management of the 

scheme. 

 

10. The power to co-opt rests with the Council in full 

assembly and not with committees; although in 

practice the selection of persons to serve as co-opted 

members is usually left to committees. The co-opted 

members from the Borough of Telford & Wrekin are 

voting members. 

 

11. The Pensions Committee can, if so minded, elect 

a co-opted member as its Chairman but in this 

instance the Chairman is unable to: 

• attend council meetings and pilot Pension 

Committee proposals through the full 

assembly; 

• answer questions put to him/her there; 

• represent the Pensions Committee on other 

committees  

 

However, a Shropshire Council Vice-Chairman is able 

to deputise for the co-opted member Chairman. 
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REASONS FOR CURRENT REPRESENTATION 

12. Myners’ first principle states that decisions should 

only be taken by persons or organisations with the 

skills, information and resources necessary to take 

them effectively. Where trustees elect to take 

investment decisions, they must have sufficient 

expertise and appropriate training to be able to 

evaluate critically any advice they take. All members 

of the Pensions Committee are offered the Employers 

Organisation training.  

 

The Fund holds an annual training day when members 

of the Committee are exposed to presentations on 

topical issues, such as hedge funds, private equity, 

actuarial valuations, infrastructure etc. 

 

13. In the CIPFA Guidelines relating to the 

governance regulations, it states that... 

 

‘As things stand, Section 7 of the Superannuation Act 

1972 does not permit the Secretary of State to make 

regulations which impact on the constitution and 

membership of local authority committees. There are 

no plans at present to amend local government law to 

change the provisions regarding the composition of 

investment or pension committees. This must be a 

matter for individual fund administering authorities to 

consider, reflecting local circumstances and choice. 

But in exercising that choice, it is important that 

authorities recognise the desirability of achieving an 

effective and comprehensive level of stakeholder 

representation within the LGPS nationally.’  

 

‘The challenge for pension fund panels is to find ways 

of engaging those people with an interest in decisions 

made without undermining the operation of the Panel. 

The Funding Strategy Statements will encourage 

greater emphasis on consultation and if local authority 

employers contributing to a fund do not have 

representation on the panel or committee, be it voting 

or non voting, then there would be a need to  

demonstrate they were being engaged in other ways.  

 

 

 

For example by the holding of 

• bi-lateral discussions, or similar forums, 

involving  employers and other stakeholders; 

• an annual general meeting for all employers; 

• a triennial meeting between all employers and 

the actuary to discuss the results of the 

actuarial valuation’. 

 

14. The Myners principle, the CIPFA guidance and the 

statutory position have led the Council as 

administering authority to conclude that current 

representation provides the appropriate balance 

between accountability and inclusion.  

 

LOCAL PENSION BOARD 

Introduction and Role 

15. The Shropshire County Pension Fund local Pension 

Board was established by Shropshire Council in 2015 

under the powers of Section 5 of the Public Service 

Pensions Act 2013 and in accordance with regulation 

106 of the Local Government Pension Scheme 

Regulations 2013. 

 

16. The role of the local Pension Board as defined by 

regulation 106 (1) of the LGPS Regulations, is to  assist 

Shropshire Council, the Administering Authority, as 

Scheme Manager; 

• to secure compliance with the LGPS Regulations 

and any other legislation relating to the 

governance and administration of the LGPS 

• to secure compliance with requirements imposed 

in relation to the LGPS by the Pensions Regulator 

• to ensure the effective and efficient governance 

and administration of the LGPS for the Shropshire 

County Pension Fund. 

The Council considers this to mean that the Pension 

Board is providing oversight of these matters  

and, accordingly, the Pension Board is not a decision 

making body in relation to the management of  the 

Pension Fund but merely makes recommendations to 

assist in such management. 

In undertaking its role, the Pension Board will ensure 

it:   

-     is done effectively and efficiently   

-     complies with relevant legislation and   

-     is done by having due regard and in the spirit of 

the Code of Practice on the governance and   
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administration of public service pension schemes 

issued by the Pension Regulator and any other  

relevant statutory or non-statutory guidance.  

 

Composition and Appointment 

17. The Pension Board shall consist of 4 voting 

members and be constituted as follows:   

i) 2 employer representatives 

ii) 2 scheme member representatives. 

Employer representatives shall be office holders or 

senior employees of employers of the Fund or have 

experience of representing scheme employers in a 

similar capacity.  Subject to restrictions as set out in 

the LGPS Regulations, Employer representatives can 

also include elected members.  Member 

representatives shall be scheme members of the 

Shropshire County Pension Fund and have the 

capacity to represent scheme members of the Fund. 

 

18. An independent member and substitute members 

may also be included in the composition of the 

Pension Board at the discretion of the Appointment 

Panel.  Substitute members for employer and scheme 

member representatives will have voting rights but an 

independent member or any other members 

appointed to the Pension Board by the Appointment 

Panel will not. 

 

19. The Appointment Panel, made up of the Legal 

Monitoring Officer and the Head of Finance, 

Governance & Assurance at Shropshire Council (or 

their deputies) will determine any eligibility and/or 

selection criteria that will apply to Pension Board 

members having due regard to the LGPS Regulations 

and any other relevant Code of Practice and guidance 

(statutory or otherwise).  The selection process for 

representative members will be: 

• Employer representatives – each employer will be 

invited to nominate one representative to 

represent employers on the Pension Board. 

• Scheme member representatives – all active, 

deferred and pensioner scheme members will be 

invited to submit applications to join the Pension 

Board. 

The applications and nominations will then be subject 

to a selection process determined and carried out by 

the Appointment Panel.   The Chair and Deputy Chair 

will be determined by the Appointment Panel. 

The term of office will be for 4 years with a possible 

extension for up to 2 years.   

Former or existing members of the Pension Board can 

be reappointed (under the appointment procedures) 

with no limit on the number of terms they may have. 

 

Operational Procedures 

20. Full details of the operational procedures are set 

out in the local Pension Board’s Terms of Reference.  

This includes:  

• circumstances where membership may be 

terminated prior to the end of the 

member’s term of office 

• Duties and role of the chair insofar as 

they:  

i. will ensure all meetings are 

productive and effective 

ii. ensure opportunity for all views 

to be heard, and  

iii. seek to reach consensus and that 

decisions are properly put to vote 

where necessary. 

• A quorum constituting as 2 members, 

made up of 1 employer and 1 member 

representative. 

• The reporting of any concerns over a 

decision made by the Pension Committee 

to the Pension Committee subject to the 

agreement of at least 50% of voting 

Pension Board members if all voting 

members are present.  If not all voting 

members are present then the agreement 

should be of all voting members who are 

present, where the meeting remains 

quorate. 

• Escalation route and procedures if 

necessary, regarding a breach of 

regulation / the regulator’s code 

previously reported to the Pensions 

Committee but not rectified in a 

reasonable time period. 

• Meetings will normally be held at the 

offices of Shropshire Council and will be a 

minimum of twice in each calendar year. 

• Compliance with Shropshire Council’s 

Conflict of Interest Policy including 
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declarations of interest of members which 

may lead to a conflict. 

• The ability to access advice and 

information, either from Fund officers, or 

other professional advisers as 

appropriate. 

• The requirement of members to be able 

to demonstrate their appropriate 

knowledge and understanding and to 

refresh and keep their knowledge up to 

date.  In addition to the requirements 

under the Public Service Pensions Act, it 

includes compliance with the Pension 

Fund's Training Policy insofar as it relates 

to Pension Board members. 

• A requirement for members to have the 

highest standards of conduct in 

accordance with the Council’s 

Constitution. 

• The right for members of the Pensions 

Committee to attend in an observer 

capacity. 

• The publication of information relating to 

the local Pensions Board in accordance 

with the Public Service Pensions Act 

requirements. 

• Details of reimbursement, remuneration 

and allowances.   

 

DELEGATION TO OFFICERS 

21. Under the Local Government Pension Scheme 

Regulations 2013 the Shropshire Fund was required to 

formulate a policy on local discretions. These 

discretions were originally approved by Pensions 

Committee in March 1998 and have been updated 

following subsequent regulation changes. The latest 

version taking into account LGPS Regulations 2013 is 

listed in Appendix A. 

 

22. In addition to these local fund-wide discretions 

there are certain employer discretions, which under 

regulations, employers have the authority to 

determine. These discretions are employer specific. 

 

ARRANGEMENTS OUTSIDE OF FORMAL 

GOVERNANCE 

The Council is committed to the widest inclusion of all 

stakeholders in consultation and communication 

outside of the formal governance arrangements. The 

arrangements include: 

 

WITH EMPLOYING AUTHORITIES 

23. The Fund’s primary long term investment 

objective is to achieve and maintain a funding level at, 

or close to, 100% of the Fund’s estimated liabilities; 

and within this to endeavour to maintain stable 

employers’ contribution rates. Employing Authorities  

are pro-actively consulted on the Funding Strategy 

Statement on which the valuation and employer 

contribution rates are based.  

 

24. The ratio of membership from the various 

employing authorities in the Shropshire County 

Pension Fund is: 

 

Organisation                                               Contributors % 

Shropshire Council                                     48 

Borough of Telford                                     27 

and Wrekin Council  

(co-opted) 

Parish / Town Councils                               1 

Other Scheme Employers                           14 

Admitted Bodies                                          10 

Total                                                               100     

 

The Shropshire County Pension Fund involves all 

employers, irrespective of size, in consultations and 

communications.  

 

The information to be supplied by employers to 

enable the Administering authority to discharge its 

functions is outlined in the Pensions Administration 

Strategy Statement and can be found on the fund’s 

website.  

 

25.  Over the last decade, consultation with 

employing authorities on pension fund investment, 

actuarial matters and proposed central government 

changes to the regulations has evolved. A large step 

forward was afforded by the introduction of 

Statements of Investment Principles and Funding 

Strategy Statements, the consultation process 

surrounding them, and their accessibility to the 

Council’s web site.  
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26.  All employers are invited to regular employer 

meetings which provide information on changes in 

regulations, investment matters and actuarial 

valuations. All employing authorities are also kept 

abreast of events, by e-mail, and they are encouraged 

to get in touch if they have questions. 

 

27.  The Fund undertakes annual monitoring of its 

actuarial valuation position. Employer organisations 

are kept up to date of the latest position and its likely 

impact on employer contributions at the next formal 

valuation. At triennial valuations the Scheme Actuary 

presents to the employers meeting to explain changes 

in the funding level and implications on employer 

contribution rates. Employers meetings are also used 

to discuss the Funding Strategy Statements and data 

requirements for FRS17. 

 

28.  An annual meeting is held each year to which all 

employers are invited. The meeting outlines 

investment performance and any changes to the 

Fund’s investment strategy as well as regulation 

changes and administration issues. A Fund Manager 

also presents at the meeting and allows employers 

and scheme members the opportunity to ask 

questions.  

 

WITH SCHEME MEMBERS 

29.  Employees are represented on the Pensions 

Committee by two non-voting members (both Union 

members) who have an active role in the selection of 

managers, performance monitoring, investment 

strategy and responses to consultations on regulation 

changes. Pensioners are represented by a non-voting 

pensioner member. 

 

30.  All employees, as well as representatives from 

employer organisations, are invited to the Annual 

Meeting each year. All pensioners and deferred 

members also receive an invite to the Annual Meeting 

which is usually held in November in the county. The 

meeting is filmed and made available online to enable 

members unable to attend in person to watch. The 

meeting is well attended and provides a useful 

opportunity for members to meet their Employee or 

Pensioner Representative, learn about the fund and 

ask questions. 

 

31.  Where possible every member of the scheme 

receives Pensions Newsletters. The fund’s annual 

report and a financial summary of the scheme are 

published on The Pension Fund’s web site and in 

September an email notifications (where an email 

address is held) is issued notifying the website update. 

The full communication policy can be found on the 

website.  This outlines the fund approach on 

communicating with members, representatives of 

members, prospective members and employing 

authorities including the format, frequency and 

method of communications.  

 

The Pension Fund’s website includes further 

information on: 

• Full annual report and financial summary 

• Statement of Investment Principles 

• Myners Compliance 

• Funding Strategy Statement 

• Communication Policy 

• Actuarial Valuation  

• Investments 

• Pensioner meetings 

 

32.  The Pensions Section has a very good informal 

working relationship with the unions, and is always 

there to assist with any problems in understanding 

the regulations.  

 

33. In light of the requirements following the LGPS 

Governance changes emerging from the Public Service 

Pensions Act 2013, Fund Officers are currently 

reviewing the Training Policies in order to ensure that 

all stakeholders are well equipped to carry out their 

duties as effectively and efficiently as possible.   The 

Training Plan includes: 

• Pension Fund Officers and Managers 

• Pensions Committee Members 

• Local Pensions Board Members. 

Once this review has been completed, the updated 

Training Policy will be adopted and steps taken to 

ensure all parties meet their requirements. 

 

 

COMPLIANCE AGAINST BEST PRACTICE GUIDELINES 

34.  The current governance arrangements which 

were established in 1994 and updated since to take 
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account of the latest regulatory change, adhere to the 

best practice guidance given by the Secretary of State.  

The extent to which delegation complies with the best  

practice guidance is shown in Appendix B. 

 

 

APPENDIX A: SHROPSHIRE COUNTY PENSION FUND POLICY ON LOCAL DISCRETIONS 

• The Local Government Pension Scheme Regulations 2013 [prefix R]  

• The Local Government Pension Scheme (Transitional Provisions, Savings and Amendment) Regulations 

2014 [prefix TP]  

• The Local Government Pension Scheme (Administration) Regulations 2008 [prefix A]  

• The Local Government Pension Scheme (Benefits, Membership and Contributions) Regulations 2007 (as 

amended) [prefix B]  

• The Local Government Pension Scheme (Transitional Provisions) Regulations 2008 [prefix T]  

• The Local Government Pension Scheme Regulations 1997 (as amended) [prefix L]  

 

Regulation Discretion Guideline Delegated To 

A52 (2)  

TP17 (5) TO (8) 

R40 (2) 

R43 (2) 

R46 (2)  

R82 (2) 

LGPS 1997 38 (1) 

& 155 (4) 

R17 (12) 

Payment of death 

grant 

The death grant will normally be paid to or 

amongst nominated beneficiaries. Where no 

nomination has been made, we would normally 

pay a death grant to the deceased’s personal 

representatives (in that capacity). Where both of 

these options are seen to be inappropriate or 

impossible perhaps because nominees have died, 

circumstances appear to have changed since the 

nomination was made or other persons claiming 

some or all of the death grant or would seem to 

have a claim, we may pay the grant as we see fit to 

or between surviving nominees or personal 

representatives or any person appearing to us to 

have been a relative or dependant of the deceased 

at any time. Any Additional Voluntary 

Contributions (AVCs)/ Shared Cost Additional 

Voluntary Contributions (SCAVCs) monies will be 

paid as above.  

Scheme 

Administrator  

B26 (4) Payment of Child’s 

pension after attaining 

age 18. 

To be paid when the child commences full time 

education or vocational training after the date of 

the member’s death as an eligible child after the 

child attains age 18 and until age 23. 

Scheme 

Administrator 

Rsch1 & TP 17 (9) Decide to treat child as 

being in continuous 

education or 

vocational training 

despite a break 

To be reinstated where break does not exceed one 

academic year 

 

Scheme 

Administrator 

B27 (5) Split of children’s 

pensions 

 

 

 

To be paid in equal proportions Scheme 

Administrator  
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A52 (A) 

B27 (5)  

Payment of children’s 

pensions  

to parent or guardian  

 

To be paid to child and only paid to parent or 

guardian in exceptional circumstances.  

 

Scheme 

Administrator  

R-30 (8) Whether to waive, in 

whole or in part, 

actuarial reduction on 

benefits which a 

member voluntarily 

draws before normal 

pension age 

(Relevant to Admin. 

Authority where 

Employer has become 

defunct) 

Due to the potential costs of waiving actuarial 

reduction it is recommended that it be applied only 

on strong compassionate grounds e.g. where 

evidence shows that long-term care is being given 

to a dependent relative (solely dependent on the 

employee) and that this is likely to continue for 

many years.   However, the cost of pension strain 

will be given significant relevance in reaching a 

decision. 

Scheme 

administrator 

B39 & T14 (13) 

R34 (1)  

Commutation of small 

pensions 

 

To be commuted in all cases where annual value is 

below Inland Revenue limits 

 

Scheme 

Administrator  

LGPS97 - 50 and 

157 

Commutation – 

serious ill health  

 

To be commuted with agreement of pensioner 

 

Scheme 

Administrator  

A56 (2) 

R 36 (3) 

Medical requirements 

 

To be based on advice from the Council’s 

Occupational Health Physician or one of the 

doctors on the list as approved by the pensions 

committee for the giving of certificates regarding 

permanent incapacity. 

Scheme 

Administrator  

LGPS97 - 60 (5) Minimum level of 

Additional  

Voluntary Contribution  

 

NONE Scheme 

Administrator  

R71 (1) Employer’s 

Contributions 

 

To be paid within 1 month of the end of the month 

to which they relate after which time interest will 

be chargeable and be split by employees (EE’s) and 

employers (Er’s) contributions.  

Scheme 

Administrator  

A28 (2) 

TP15 (1) (d) 

A28 (2)  

Charge for estimate of 

transfer of AVC to 

main scheme 

 

First calculation free thereafter £25 per estimate 

 

Scheme 

Administrator  

LGPS97 - 92 Recovery of 

Contribution  

Equivalent Premium 

 

To be recovered in all cases permitted by the 

regulations 

 

Scheme 

Administrator  

A83 (9) 

R100 (7) 

Acceptance of transfer 

value 

 

To be refused if insufficient to meet Guaranteed 

Minimum Pension liability 

 

Scheme 

Administrator  

Financial Rules of 

the Administering 

Overpayment of 

pension 

Overpayments of less than £100 not to be 

recovered where they occur during the month of 

Scheme 

Administrator  

Page 57



   
  Page 10 of 14  
  Governance Compliance Statement 
  20 March 2015  
 

Authority, 

Shropshire 

Council. 

 death and recovery is likely to cause hardship or be 

impractical.  

R69 (1) Frequency of payment 

of members 

contributions 

On a monthly basis. Scheme 

Administrator  

A40 (2) & (4) 

(9)(b)  

Agree method of 

paying augmented 

membership  

SCPF require the payment for augmented service 

to be paid by BACS, in whole and before the date 

of retirement (leaving) once the resolution has 

taken place (actives). Not relevant for 2013 

Regulations only transitional period. 

Scheme 

Administrator  

A60 (8)  

R76 (4) 

Procedure to be 

followed by Admin 

Authority when 

exercising its stage 

two IDRP functions  

Full procedure can be found on: 

www.shropshirecountypensionfund.co.uk  

Scheme 

Administrator  

R100 (68) Extend normal time 

limit for acceptance of 

a transfer value 

beyond 12 months 

from joining the LGPS 

The fund will generally support employers who 

wish to allow an employee to transfer in pension 

rights outside of the standard 12 month election 

period. However, where the Fund considers that 

such a transfer would have a significantly adverse 

effect on an individual employers funding position 

and/or there is a possibility that the additional 

liability will fall to a sponsoring employer or some 

other employing authority a late transfer will not 

be permitted.  

Scheme 

Administrator 

LGPS97 - 109 & 

110 (4) (b) 

TP3 (13)  

A70 (1)  

A71 (4) (c) 

T12 

Abatement of 

pensions following re-

employment  

 

From the 1 June 2006 the abatement and 

suspension of pension policy operated by the 

Council changed and since this date no 

adjustments are required to funded pensions in 

respect of re-employment, regardless of the level 

of earnings. 

This policy applies to the funded element of the 

pension only and not the added year’s 

compensation. This will still be subject to 

adjustment as per the regulations. 

 

Scheme 

Administrator  

B10 (2) 

TP3 (6) 

TP4 (6)(c) 

TP8 (4)  

TP10 (2) a 

TP17 (2)(b) 

Tsch1  

L23(9) 

Where a member dies 

before making an 

election of average of 

3 years pay for final 

pay purposes.  

Election to be made by the Fund on behalf of the 

deceased member. 

Scheme 

Administrator  

A52 A Payments for persons If it appears that a person (other than an eligible Scheme 
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B27 (5) 

R83 

(other than an eligible 

child) incapable of 

managing their affairs 

 

child as defined in the appropriate regulations is 

entitled to the payment of benefits under the 

Scheme but is, by reason of mental disorder or 

otherwise, incapable of managing his or her affairs, 

taking regard to the circumstances of the case and 

medical guidance where appropriate the following 

will be considered; 

(a) paying benefits or any part of them to a person 

having care of the person entitled, or such other 

person as the Scheme Administrator may determine, 

to be applied for the benefit of the person entitled as 

the Scheme Administrator may direct, or 

(b) applying the benefits in such manner as the 

Scheme Administrator  may determine for the benefit 

of the person entitled, or his/her beneficiaries and is 

authorised to implement the Regulation subject to 

any third parties who are not the legal partner of the 

pension benefit recipient being required to provide 

Power of Attorney where the annual pension payable 

exceeds £1000 (linked to CPI from 2014); in cases 

where the annual pension benefit is below £1000, 

medical and documentary evidence as applied for 

legal partners would be deemed acceptable. 

Administrator 

B25  

RSch1  

TP17 (9)(b) 

Evidence required to 

determine financial 

dependence of co-

habiting partner 

A signed declaration form is required confirming 

the conditions which have been met and evidence 

provided. 

Scheme 

Administrator  

TSch 1 & L23 (9)  

B42 (1) (c) 

R49 (1) (c) 

 

In the absence of an 

election from the 

member, which 

benefit is to be paid 

where the member 

would be entitled to a 

benefit under 2 or 

more regulations in 

respect of the same 

period of Scheme 

membership 

Benefit which is more beneficial to member to be 

used. 

Scheme 

Administrator  

31 (2) Recharging payments 

to employers for 

annual compensation  

A 1% handling fee of the total recharge of 

compensation being paid on behalf of the 

Employer, will be levied. 

Scheme 

Administrator 

 

APPENDIX B: GOVERNANCE COMPLIANCE  

STATEMENT 

The best practice guidelines on pension fund 

governance that has been issued by Communities and 
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Local Government and the extent of the Council’s 

compliance with each of the guidelines is set out 

below. 

 

1. STRUCTURE  

a) The management of the administration of 

benefits and strategic management of fund assets 

clearly rests with the main committee established 

by the appointing council. 

 

Fully compliant 

The Council delegates the management of the 

Shropshire County Pension Fund to the Pensions 

Committee. 

 

b) That representatives of participating LGPS 

employers, admitted bodies and scheme 

members (including pensioner and deferred 

members) are members of either the main or 

secondary committee established to underpin the 

work of the main committee.  

 

Fully compliant 

The Pensions Committee includes a representative 

from Shropshire Council and Borough of Telford and 

Wrekin Council. Representatives of employees and  

pensioners are also members of the Pension  

Committee. 

 

c) That where a secondary committee or panel has 

been established, the structure ensures effective 

communication across both levels. 

 

Not applicable. 

The Shropshire County Pension Fund does not have 

any secondary committee or panel. It is felt that 

including all members including employee and 

pensioner representatives on the main Pensions 

Committee is more inclusive. 

 

d) That where a secondary committee or panel has 

been established, at least one seat on the main 

committee is allocated for a member from the 

secondary committee or panel. 

Not applicable 

 

The Shropshire County Pension Fund does not  

have any secondary committee or panel. It is felt that 

including all members including employee and 

pensioner representatives on the main Pensions 

Committee is more inclusive. 

 

2. REPRESENTATION 

a) That all key stakeholders are afforded the 

opportunity to be represented within the main 

committee or advisory panel. These include: 

i. employing authorities (including non-scheme 

employers, eg admitted bodies) 

ii. scheme members (including deferred and 

pensioner scheme members), 

iii. independent professional advisors 

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

 

Fully compliant 

The Pension Committee includes representatives from 

its main employers which represent 75% of active 

members. The Committee includes two co-opted 

employee representatives and a pensioner 

representative. The Committee is supported by the 

advice of an independent advisor and investment 

consultant.  

 

b) That where lay members sit on a main or 

secondary committee, they are treated equally in 

terms of access to papers and meetings, training 

and are given full opportunity to contribute to the 

decision making process, with or without voting 

rights. 

 

Fully compliant 

All Pension Committee members have equal access to 

all papers and meetings, and are able to participate in 

training, and contribute to the Committee’s decision-

making process.  

 

3. SELECTION AND ROLE OF LAY MEMBERS 

a) That committee or panel members are made  

fully aware of the status, role and function they 

are required to perform on either a main or 

secondary committee.  

 

Fully compliant 

All Pension Committee members are given training on 

their responsibilities and are aware of the terms of 

reference and remit of the Pensions Committee.  
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b) That at the start of any meeting, committee 

members are invited to declare any financial or 

pecuniary interest related to specific matters on 

the agenda 

 

Fully compliant 

All Pension Committee members are invited to 

declare any financial or pecuniary interest related to 

specific matters on the agenda at the start of each 

committee meeting. 

 

4. Voting 

a) The policy of individual administering authorities 

on voting rights is clear and transparent, including 

the justification for not extending voting rights to 

each body or group represented on main LGPS 

committees. 

 

Fully compliant 

The elected councillor representatives, from  

Shropshire Council and Borough of Telford and 

Wrekin Council representative all have voting rights. 

The Constitution of the Administering Authority 

requires voting members to be democratically 

elected. The employee and pensioner representatives  

are therefore co-opted non-voting members of the 

Committee.  

 

5. TRAINING/ FACILITY TIME/ EXPENSES 

a) That in relation to the way in which statutory and 

related decisions are taken by the administering 

authority, there is a clear policy on training, 

facility time and reimbursement of expenses for 

members involved in the decision-making process. 

 

Fully compliant 

The Pensions Committee hold an Annual Training day 

to which all Committee members and substitute 

members are invited. Training is also provided to new 

members and on an ad hoc basis as required. All 

Pensions Committee members are covered by their  

respective Council’s scheme for reimbursement of 

expenses for committee members.  

 

b) That where such a policy exists, it applies equally 

to all members of committees, sub-committees, 

advisory panels or any other form of secondary 

forum. 

 

Fully Compliant 

All Pensions Committee members have equal access 

to training and reimbursement of expenses.  

 

6. MEETINGS (FREQUENCY/QUORUM) 

a) That an administering authority’s main committee 

or committees meet at least quarterly. 

 

Fully compliant 

The Pensions Committee meets quarterly. Additional 

meetings are arranged for specific items of business 

as required. 

 

b) That an administering authority’s secondary 

committee or panel meet at least twice a year and 

is synchronised with the dates when the main 

committee sits. 

 

Not applicable 

The Shropshire County Pension Fund does not  

have any secondary committee or panel. It is felt that 

having all members including employee and pensioner 

representatives on the main Pensions Committee is 

more inclusive. 

 

c) That administering authorities who do not include 

lay members in their formal governance 

arrangements, provide a forum outside of those 

arrangements by which the interests of key 

stakeholders can be represented 

 

Fully compliant 

The Fund includes employee and pensioner  

representatives on its main Committee. The Fund also 

hold an Annual Meeting to which all employers, 

employees, deferred members and pensioners are 

invited. 

 

7. ACCESS TO INFORMATION, DOCUMENTS  

AND ADVICE 

a) That subject to any rules in the Councils 

constitution, all members of main and secondary 

committees or panels have equal access to 

committee papers, documents and advice that 
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fails to be considered at meetings of the main 

committee.  

 

Fully compliant 

All Pensions Committee members have equal access 

to all papers and meetings. 

 

8. SCOPE 

a) That administering authorities have taken steps to 

bring wider scheme issues within the scope of 

their governance arrangements 

 

Fully compliant 

The Pensions Committee terms of reference are multi-

disciplined and include the monitoring of investments, 

scheme administration and general scheme issues.  

 

9. PUBLICITY 

a) That administering authorities have published 

details of their governance arrangements in such 

a way that stakeholders with an interest in the 

way in which the scheme is governed, can express 

an interest in wanting to be part of those 

arrangements. 

 

Fully compliant 

The Pension Fund Governance Policy Statement is 

published on the Administering Authority’s web-site 

and hard copies are available on request. 
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PENSION FUND TREASURY STRATEGY 2015/16 
 
Responsible Officer Justin Bridges 
e-mail: Justin.bridges@shropshire.gov.uk Tel:  (01743) 

252072 
Fax  (01743) 
255901 

 

1.  Summary 
 

1.1 This report proposes the Pension Fund Treasury Strategy for 2015/16 for the 
small cash balances that the Administrating Authority maintains to manage the 
day to day transactions of the Fund. These transactions include the payment 
of pensions and transfers out together with the receipt of contributions from 
employers and transfers into the Fund. From the 1 April 2010 these balances 
have been invested separately in accordance with the Pension Fund Treasury 
Strategy.  

 
2.  Recommendations 
 

2.1 Members are asked to delegate authority to the Scheme Administrator 
(Section 151 Officer) to manage the Pension Funds day to day cash balances.  

 
2.2 Members are asked to approve, with any comments, the Pension Fund 

Treasury Strategy. 
 
2.3 Members are asked to authorise the Scheme Administrator (Section 151 

Officer) to place deposits in accordance with the Pension Fund’s Treasury 
Strategy. 

 
2.4 Members are also asked to delegate authority to the Scheme Administrator 

(Section 151 Officer) to add or remove institutions from the approved lending 
list and amend cash and period limits as necessary in line with the 
Administering Authority’s creditworthiness policy. 

 
 

 
REPORT 

 

3.  Risk Assessment and Opportunities Appraisal 
 

3.1 Risk Management is part of the Pension Fund’s structured decision-making 
process by ensuring that investment decisions are taken by those best 
qualified to take them. 

 
3.2 The recommendations contained in this report are compatible with the 

provisions of the Human Rights Act 1998. 

Agenda Item 13
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3.3 Compliance with the CIPFA Code of Practice on Treasury Management, 
adhering to the Council’s Treasury Policy Statement and Treasury 
Management Practices together with the rigorous internal controls will enable 
the Fund to manage the risk associated with Treasury Management activities 
and the potential for financial loss 

 
3.4 There are no direct environmental, equalities or climate change consequences 

arising from this report. 

 
4.  Financial Implications 
  

4.1 There are no direct financial implications arising from this report. 
 

5.  Background 
 
5.1 The Fund has assets of over £1.4 billion which are managed by the Funds 

Global Custodian, Northern Trust. Shropshire Council as the Administering 
Authority maintains a small working cash balance (currently around £4 million). 
This Treasury Strategy relates solely to the Pension Fund cash managed by 
Shropshire Council as the Administering Authority. 

 
5.2 The Administering Authority aims to keep the Pension Fund cash held for day-

to-day transactions to a minimum level. Fund cash is currently managed 
separately and invested on the money markets in accordance with Shropshire 
Council’s Treasury Strategy. A separate Pension Fund account is credited with 
investment income.  

 
5.3 Investment regulations issued by the DCLG in December 2009 no longer 

permit pension fund cash to be pooled with the cash balances of Shropshire 
Council from 1st April 2010. In view of these changes a separate Pension 
Fund Treasury Strategy must be approved each year.  

 

6.  Investment Policy 
 
6.1 The Fund’s investment policy is based on the Treasury Strategy adopted by 

Shropshire Council. The investment policy will have regard to the 
Communities for Local Government (CLG) Guidance on Local Government 
Investments, the Audit Commission’s report on Icelandic investments and the 
2011 revised CIPFA Treasury Management Code of Practice.  

6.2 The investment priorities for the management of Pension Fund cash balances 
are the security of capital and the liquidity of its investments. The Fund will 
also aim to achieve the optimum return on its cash investments commensurate 
with proper levels of security and liquidity.   

6.3 The CLG guidance requires Shropshire Council to categorise their 
investments as either “specified” or “non specified” investments. Shropshire 
Council as Administering Authority for the Pension Fund will adopt these same 
categorisations for the investment of Pension Fund cash. Specified 
investments are deemed as “safer” investments and must meet the following 
conditions:- 
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  - be denominated in Sterling 

  - have less than 12 months duration 

  - not constitute the acquisition of share or loan capital 

 - be invested in the government or a local authority or a body or 
investment scheme with a “high” credit quality. 

6.4 The Fund is required to specify its creditworthiness policy and how frequently 
credit ratings should be monitored. It must also specify the minimum level of 
such investments.  

6.5 The Fund is required to look at non specified investments in more detail. It 
must set out: 

 - Procedures for determining which categories of non-specified 
investments should be used 

 - The categories deemed to be prudent 

 - The maximum amount deemed to be held in each category 

 - The maximum period for committing funds 

6.6 As all of the Funds’ investments will be placed in sterling for periods up to 12 
months with highly credit rated institutions all investments will be classified as 
specified investments. It is recommended that the maximum limit of £4 million 
is set for other Local Authorities and institutions which are part nationalised 
and £2 million for institutions which meet the minimum credit ratings but are 
not supported by the Government. Any changes to the minimum credit ratings 
or maximum limits must be approved by the Scheme Administrator (Section 
151 Officer). 

6.7 The Fund may use for the prudent management of its cash balances any of 
the specified investments detailed on Appendix A. 

6.8 In order not to reply solely on institutions credit ratings there have also been a 
number of other developments since the credit crunch crisis which require 
separate consideration and approval. Nationalised and Part Nationalised 
Banks in the UK effectively take on the creditworthiness of the Government 
itself i.e. deposits made with them are effectively being made to the 
Government.  This is because the Government owns significant stakes in the 
banks and this ownership is set to continue despite a partial return of some 
Lloyds shares back into private ownership.  Capita are still supportive of the 
Fund using these institutions with a maximum 12 month duration. For this 
reason Lloyds TSB, Royal Bank of Scotland (RBS) and National Westminster 
Bank which are part of the RBS group are included on the approved 
counterparty list. 

6.9 Local Authorities are not credit rated but where the investment is a 
straightforward cash loan, statute suggests that the credit risk attached to 
English and Welsh local authorities is an acceptable one (Local Government 
Act 2003 s13). Local authorities are therefore included on the approved list.  
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6.10 The use of AAA rated Money Market Funds (MMFs) may be considered but 
only with the express approval of the Scheme Administrator (Section 151 
Officer).  

7.  Creditworthiness Policy 
 

7.1 It is proposed that the Fund will adopt the same methodology as Shropshire 
Council when determining the minimum credit ratings to be used. The 
Creditworthiness policy has been adopted from Shropshire Council’s Treasury 
Strategy who use information provided by their treasury advisor, Capita Asset 
Services. This service has been progressively enhanced following the 
problems with Icelandic Banks in 2008. Capita use a sophisticated modelling 
approach with credit ratings from all three rating agencies Fitch, Moody’s and 
Standard and Poor’s. In accordance with the revised Treasury Management 
Code of Practice they do not rely solely on the current credit ratings of 
counterparties but also use the following as overlays:- 

• Credit watches and credit outlooks from credit rating agencies 

• Credit Default Swap (CDS) spreads to give an early warning of 
likely changes in credit ratings 

• Soveriegn ratings to select counterparties from only the most 
creditworthy countries 

7.2 This modelling approach combines credit ratings, credit watches, credit 
outlooks and CDS spreads in a weighted scoring system for which the end 
product is a series of colour code bands which indicate the relative 
creditworthiness of counterparties. These colour codes are also used to 
determine the duration of investments and are therefore referred to as 
durational bands. The Fund is satisfied that this service now gives a much 
improved level of security for its investments. It is also a service which would 
not be able to replicate using in-house resources.  

7.3 The selection of counterparties with a high level of creditworthiness will be 
achieved by a selection of institutions down to a minimum durational band with 
Capita’s weekly list of worldwide potential counterparties.  The Fund will 
therefore use counterparties within the following durational colour bands:- 

• Yellow – 5yrs e.g. AAA rated Government debt, UK Gilts, Collateralised 
Deposits 

• Dark Pink – 5 years for Enhanced Money Market Funds with a credit score of 
1.25 (Not currently used) 

• Light Pink - 5 years for Enhanced Money Market Funds with a credit score of 
1.5 (Not currently used) 

• Purple - 2yrs (Council & Pension Fund currently has maximum of 1 year) 

• Blue - 1 year (only applies to nationalised or part nationalised UK Banks) 

• Orange - 1 year 

• Red - 6 months 

• Green – 100 days 

• No colour – not to be used   
 

7.4 Although the maximum period limit is currently 5 years the Fund will take a 
more prudent approach and not invest for any longer than 12 months. 
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7.5 All credit ratings are monitored continuously and formally updated monthly by 

the Administering Authority.  The Administering Authority is alerted to changes 
to ratings of all three agencies through its use of the Capita’s creditworthiness 
service.  The Fund will use the same policy when constructing its approved 
lending list.  If a counterparty’s or investment scheme’s rating is downgraded 
with the result that it no longer meets the Funds minimum criteria, the further 
use of that counterparty will be withdrawn immediately. 

 
7.6 Sole reliance will not be placed on the use of this external service. Officers 

also use market data and information and regularly monitor the financial press. 

8.  Country Limits 
 
8.1 It is recommended that the Fund will only use approved counterparties from 

countries with a minimum sovereign credit rating of AA- from Fitch Ratings (or 
equivalent from other agencies).  However, following the problems with 
Icelandic Banks lending is currently restricted to the UK which currently has a 
sovereign credit rating of AA+ and Sweden which has the highest possible 
sovereign rating of AAA.   The S151 Officer has delegated authority to revert 
back to placing investments in countries with a minimum sovereign credit 
rating of AA- in line with Capita’s revised creditworthiness policy if required.   

9.  Investment Strategy 
 
9.1 The next financial year is expected to see investment rates continue at 

historically low levels.  The Bank Rate has remained at 0.50% since March 
2009. It is not expected to rise to 0.75% until December 2015.  By March 2017 
the bank rate is expected to rise to 1.25%.  This view is based on the latest 
forecasts obtained by the Administering Authority’s treasury advisor, Capita 
Asset Services. 

   
9.2 It is anticipated that balances available for investment will be between £3 - 15 

million which will be invested short term in accordance with the approved 
lending list.  Separate lending and period limits have been approved for 
investment of Pension Fund cash.       

9.3 Short term cash flow requirements limit the scope for longer term investments.   
For cash flow generated balances we will seek to utilise the business reserve 
accounts with National Westminster Bank and Svenska Hadelsbanken and 
short dated deposits (overnight - 3 months) in order to benefit from the 
compounding of interest.  

9.4 All investments will be made in accordance with the Funds treasury strategy 
and in accordance with the CLG investment regulations.  

 

10.  Short Term Borrowing 

10.1 The current banking and investment arrangements mean the Fund has not 
needed to borrow on the money markets to fund day to day transactions. The 
new investment regulations give the Administering Authority an explicit power 
to borrow for up to 90 days, for the purpose of the pension fund. This will 
enable borrowing for cash flow purposes such as to ensure that scheme 
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benefits can be made on time. Any borrowing needs to have an identifiable 
income from which repayment of the borrowed amount and related interest 
can be funded. 

 

List of Background Papers (This MUST be completed for all reports, but does 
not include items containing exempt or confidential information) 

Pension Fund Treasury Strategy 2014/15, Pensions Committee 20 March 2014 

Cabinet Member 

N/A 

Local Member 

N/A 

Appendices 

A. Specified Investment Schedule 
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SPECIFIED INVESTMENTS

All investments listed below must be sterling-denominated.

Investment Share/ Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
Minimum Credit
Rating

Capital
Expenditure?

Circumstance of use Maximum period

Term deposits with the UK government
(e.g. DMO Account) or with English local
authorities (i.e. local authorities as defined

under Section 23 of the 2003 Act) with
maturities up to 1 year

No Yes High security
although LAs not
credit rated.

NO In-house 1 year

Term deposits with credit-rated deposit
takers (banks and building societies),
including callable deposits, with
maturities up to 1 year

No Yes Yes – Minimum
colour band Green

NO In-house 1 year

Certificates of Deposit issued by credit-
rated deposit takers (banks and building
societies) up to 1 year.

Custodial arrangement required prior to
purchase

No Yes Yes – Minimum
colour band Green

NO In house buy and hold 1 year

Banks nationalised by high credit
rated (sovereign rating) countries

No Yes Minimum Sovereign
Rating AA-

No In house 1 year

UK Nationalised & Part Nationalised
banks

No Yes Yes – Minimum
colour band green

No In house 1 Year
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Investment Share/ Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
‘High’ Credit Rating
criteria

Capital
Expenditure?

Circumstance of use Maximum period

Government guarantee on all deposits
by high credit rated (sovereign rating)
countries

No Yes Yes – Minimum
Sovereign Rating AA-

No In house 1 year

Bonds issued by multilateral
development banks (Euro Sterling
Bonds as defined in SI 2004 No 534) or
issued by a financial institution
guaranteed by UK government with
maturities under 12 months.

Custodial arrangement required prior to
purchase

Gilt Funds and Bond Funds

No

No

Yes

Yes

AAA

AAA

NO

NO

In-House on a buy and
hold basis after
consultation/advice
from Capita&

In House

1 year

1 year

Gilts : up to 1 year

Custodial arrangement required prior to
purchase

No Yes Govt-backed
UK Sovereign Rating

NO
In House on a buy and
hold basis

1 year
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Money Market Funds & Government
Liquidity Funds (including CCLA
Fund) & Enhanced Money Market
Funds

No Yes Yes
AAA rated & UK
sovereign rating.
Enhanced MMFs
minimum colour Dark
Pink/Light Pink &
AAA rated

NO In-house the period of
investment may not
be determined at
the outset but
would be subject to
cash flow and
liquidity
requirements.

Deposits are
repayable at call.

Treasury bills
[Government debt security with a maturity

less than one year and issued through a
competitive bidding process at a discount to

par value]

Custodial arrangement required prior to
purchase

No Yes Govt-backed
UK Sovereign Rating

NO In House 1 year

Monitoring of credit ratings:
All credit ratings will be monitored continuously and formally updated on a monthly basis. If a counterparty or investment scheme is downgraded with the result that it no
longer meets the Pension Fund’s minimum credit criteria, the use of that counterparty / investment scheme will be withdrawn.

Any intra-month credit rating downgrade which the Pension Fund has identified that affects the Pension Fund pre-set criteria will also be similarly dealt with.
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 Committee and Date 
 
Pensions Committee 
 
20 March 2015 
 
10.30am 

 Item 
 

14 
 
Public 

 

CORPORATE GOVERNANCE MONITORING 
 
Responsible Officer Ed Roberts 
e-mail: ed.roberts@shropshire.gov.uk Tel:  (01743) 252078 Fax  (01743) 255901 
 

1.  Summary 
 

1.1 The report is to inform members of Corporate Governance and socially 
responsible investment issues arising in the quarter 1st October 2014 to 31st 

December 2014.  

 
2.  Recommendations 
 

2.1 Members are asked to accept the position as set out in the report, Manager 
Voting Reports at Appendix A and F&C Responsible Engagement Overlay 
Activity Report at Appendix B. 

 
REPORT 

 

3.  Risk Assessment and Opportunies Appraisal 
 

3.1 Risk Management is part of the Pension Fund’s structured decision-making 
process by ensuring that investment decisions are taken by those best 
qualified to take them. 

 
3.2 The recommendations contained in this report are compatible with the 

provisions of the Human Rights Act 1998. 
 
3.3 The Fund’s Corporate Governance Policy enables it to influence the 

environmental policies of the companies in which it invests. 
 
3.4 There are no direct Equalities or Community consequences. 

 
4.  Financial Implications 
  

4.1 There are no direct financial implications arising from this report. 
 

5.  Background 
 
5.1 The Shropshire County Pension Fund has been actively voting for over fifteen 

years at the Annual General Meetings and Extraordinary General Meetings of 
the companies in which it invests. Voting is carried out by individual Fund 
Managers on all equity portfolios. 
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5.2 The Fund is also addressing its social responsibility through a strategy of 

responsible engagement with companies. F&C Asset Management provide 
this responsible engagement overlay on the Fund’s UK equities portfolio. 

 

6.  Manager Voting Activity 
 
6.1 Details of managers voting activity during the quarter relating to equity 

portfolios are attached (Appendix A). 
 

7.  Responsible Engagement Activity 
 

7.1 During the last quarter F&C have continued to actively engage with 
companies on the Fund’s behalf. An update on the engagement activities for 
the quarter is attached at Appendix B in the REO Activity report.   

 

List of Background Papers (This MUST be completed for all reports, but does 
not include items containing exempt or confidential information) 

Corporate Governance Monitoring report, Pensions Committee 28 November 2014 

Cabinet Member 

N/A 

Local Member 

N/A 

Appendices 

A. Manager Voting Activity Reports. 

B. F&C Responsible Engagement Overlay Reports. 
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 Committee and date 
Pensions Committee 
 
20 March 2015 
 
10.30am 
 

 Item 
 
 
15 
 
Public 

 
PENSIONS ADMINISTRATION MONITORING REPORT 

 
 
Responsible Officer Debbie Sharp 
Email: Debbie.sharp@shropshire.gov.uk Tel: 01743 252192 Fax: 01743 255901 

 
1.  Summary 

 

1.1 The report provides Members with monitoring information on the 
performance of and issues affecting the Pensions Administration Team. 

  
2.  Recommendations 

 
2.1 Members are asked to accept the position as set out in the report and; 
 

     2.2  Agree that a GMP Reconciliation exercise is carried out in line with the 
  recommendations in this report  

 
 

REPORT 

 

3.  Risk Assessment and Opportunities Appraisal 
 
3.1  Risk Management  
 Performance is considered and monitored to ensure regulatory 
 timescales and key performance indicators are adhered to.  
 Administration risks are identified and managed and are reported to 
 committee on an annual basis. 

3.2  Human Rights Act Appraisal 
  The recommendations contained in this report are compatible with the 
  Human Rights Act 1998. 

3.3  Environmental Appraisal 
 There is no direct environmental, equalities or climate change 
 consequence of this report. 

3.4   Financial Implications 
Managing team performance and working with other Administering 
Authorities ensures costs to scheme employers for Scheme 
Administration are reduced.  However, it must be noted that the 
introduction of the 2014 LGPS and the increased governance being 

Agenda Item 15
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introduced by the Public Services Pension Act 2013 will increase the 
resources required by the administration team. Reconciling the Funds 
Guaranteed Minimum Pension Liabilities with HMRC will have a direct 
cost for the Fund but if this is not undertaken the Fund risks taking on 
financial liabilities it didn’t need to and having its data called into 
question by the Fund Actuary. 
 
 

4.  Performance and Team Update 
 

4.1 The team’s output and performance levels to the end of January 2015 
are attached at Appendix A.   

 
4.2 Over the last quarter the number of procedures outstanding has 

increased slightly.  The help desk has been running with one member 
of staff down due to an unforeseen resignation before Christmas.  To 
limit the effect of this on our help desk service phone cover has been 
shared amongst the team. In spite of this backlogs are still reducing in 
line with the plan in place to clear these by the end of this financial 
year. 

 
4.3 A team training day took place on 16th March in the Shirehall Council 

Chamber.  The day covered outstanding areas of the new 2014 
Scheme Regulations where guidance has only recently been released 
from the LGA.  This focused on the Aggregation of service and the 
employer role when undertaking an Ill Health Retirement.  A Team 
Development session was also provided by Corporate Training which 
looked at understanding self and others and motivation.  

 
4.4 As previously reported a middleware service called I-Connect (supplied 

by I-connect Ltd) is being piloted for 2 years.  In readiness for using 
this service a full data match between Shropshire Council payroll and 
the Pension Administration software is underway.  The same 
procedure will be done with Telford and Wrekin.  Testing has started 
which should give a good understanding of how the service will work in 
practice.  A project plan is in place. 

 
 

5.  Help Desk Statistics 
 
5.1 The following chart shows the number of queries received through the 

helpline number and the number of emails received to the generic 
Pensions email inbox.  

 

 November 2014 December 2014 January 2015 

Telephone calls 
received 

624 585 867 

Queries dealt 
with by 
helpdesk at first 
point of contact 

 
93.43% 

 
85.3% 

 
89.04% 
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%* 

Emails received 
and responded 
by help desk 
(within 3 
working days) 

294 213 412 

Hits to the 
website 1942 1603 

 
1737 
 

  * Where queries have not been dealt with by helpdesk, this will usually 
mean that the calls have been picked up by the rest of the team 
outside of the helpdesk. 

 
5.2 It’s interesting to note the increase in both telephone calls and emails 

in the month of January 2015.  

  

 6.    GMP Reconciliation 

 
6.1 Following the end of contracting out in April 2016, HMRC will be 

sending a statement to all individuals affected stating the amount of 
Guaranteed Minimum Pension (GMP) they will receive and who is 
responsible for paying for it.  Ahead of this, HMRC is advising that 
schemes should reconcile the GMP values they hold for members with 
those calculated by HMRC or face making overpayments to existing 
members and even individuals for whom they believe they have no 
liability. 

 
6.2 Pension funds can begin reconciling deferred and pensioner 

membership now. HMRC anticipates making Active member records 
available for reconciliation towards the end of 2016. 

 
6.3 Until 2018 Schemes will be able to challenge the figures where they 

believe discrepancies are the result of errors on HMRC’s part, but past 
this point no further challenges will be accepted.  With exercises 
frequently taking up to three years to complete, this gives schemes a 
limited window to make sure their own records tally with HMRC’s. 

 
6.4 This reconciliation process has been recognised to be resource 

intensive.  Funds must initially match their records with those on the 
HMRC file before investigating the records that do not reconcile.  

 
6.5 Errors in GMP values can lead to potentially significant pension 

overpayments. The National Audit Office (NAO) conducted a review1 of 
GMP figures for five of the main public sector schemes (Teachers, 
NHS, Civil Service, Armed Forces and Judiciary) in 2009. The Local 
Government Pension Scheme (LGPS) was not included in this 
exercise. The NAO found significant overpayments were being made 
due to inaccuracies in the data held by the schemes. The average 
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overpayment at that time was £1,100 per member with around 5% of 
the members being affected.   

 
6.6 The reconciliation of GMP values is not a mandatory regulatory 

requirement; however The Fund faces significant risks if it is decided 
not to reconcile values. These include: 

•  Incorrect calculation of GMPs by HMRC increasing the fund’s liability 
•  Liability for GMPs that are not the Fund’s responsibility 
•  Breach of The Pensions Regulator’s (TPR) code of practice regarding 
 Record Keeping 

 As a result it is recommended that a GMP Reconciliation exercise is 
carried out and commences with the project immediately. 

 
6.7 The level of effort to address GMP reconciliation will depend on the 

quality of our data, the level of tolerance we decide to use when 
reconciling the GMP amounts and the approach we take to performing 
the reconciliation. 

 Reconciling members within the LGPS is complicated by the fact that a 
proportion of the membership has multiple employments. This means a 
number of GMP values may require validation for an individual.  

 The activities involved in the project include:  

•  registering with HMRC for the GMP reconciliation service – completed.  
•  agreeing and documenting an approach with the pension fund 
 committee; 

o tolerance level for reconciling – It is recommended the Fund 
adopts the Pension Regulators £2 per week tolerance. 

o That Fund policy is followed regarding recovery of any current 
overpayments (reclaim, write off) and underpayments   

o legal advice is sought, if necessary, on any over or under payments  

•  performing the reconciliation – Delegate authority to officers to select 
 appropriate provider. 

•  correcting incorrect values on the pension and payroll systems 
•  communicating with HMRC 
•  communicating with members 

 It is estimated the effort involved in performing the reconciliation and 
updating the pension system records could be around 830 days. This is 
based on using a spreadsheet to perform the reconciliation and 
updating the administration system records separately.  

 
6.8 The Administration team does not currently have the resource to 

undertake this project without automating or outsourcing part or the 
whole of the exercise. 

  
 6.9 To address this investigations are being made into solutions that may 

be available to perform the GMP reconciliation efficiently.  Those 
researched are the Heywood GMP Service and ITM GMP 
reconciliation services.  However, neither of these systems will fully 
negate the requirement for additional in-house staff resource.  It is 
understood that the Funds Advisors Mercer & Aon may also be in a 
position to help with the reconciliation.  All options will incur additional 
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costs for the Pension Fund which is at present unknown, but which will 
be substantial. 

 
  
7.   Risk Log 
 

7.1 Pensions administration risks are monitored continually and the risk log 
  is reviewed regularly.  The Risk log is kept centrally by the Council. The 
  current Administration risks that have been identified are attached at 
  Appendix B. 
 
 
8.  The Pension Regulator Code of Practice 

 
8.1 The Pensions Regulator has laid before parliament its draft public 

service code of practice (Governance and administration of the public 
service pension schemes) which will come in to force in April 2015. The 
code provides Administering Authorities and pension board members 
with a summary of their key governance and administration duties, 
standards of conduct and practice which the Pensions Regulator 
expects in relation to those duties. Links are on the Pension Fund web 
site. 

 
 8.2 The Pensions Regulator has released its free e-learning programme 
  aimed at those running public service pension schemes;  
  Https://education.thepensionsregulator.gov.uk/login/index.php.  
  The programme has seven courses covering the governance and  
  administration of public service schemes, as described in the draft  
  public service code of practice. The modules are, Conflicts of interest, 
  managing risk and internal controls, maintaining accurate member  
  data, maintaining member contributions, providing information to  
  members and others, resolving internal disputes and reporting  
  breaches of the law.  

 
 

9.  Consultations 
 
9.1 In December 2014 the DCLG issued a consultation on The Local 

Government Pension Scheme (Amendment) Regulations 2015. The 
consultation period closed on 30th January 2015.  
 

9.2 There were two parts to the consultation: 

•  Draft amendment regulations which were intended to clarify and 
improve the drafting of some of the provisions of the LGPS 2013 
Regulations and the LGPS (Transitional Provisions, Savings and 
Amendment) Regulations 2014; and 

• Additional issues which have not been reflected in the draft 
amendment regulations but on which comments and suggestions 
were invited 

 
9.3 An officer response was sent which is attached at Appendix C. 
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10.  Pension Freedom and Choice - LGPS 
 
       10.1 From April 2015, non-pensioner LGPS members will still be able to  
  transfer their LGPS benefits to defined contribution (DC) arrangements. 
  However for the first time, from the age of 55 or over, they will have full 
  access to the cash transferred to those arrangements. 
 
       10.2 HM Treasury, to support the April 2015 changes for Defined   
  Contribution arrangements, has gone live with "Pension wise: Your  
  Money. Your choice".  Scheme trustees (including Administering  
  Authorities) will be required to 'signpost' the service.  This will be done 
  via the Fund’s web site. The guidance will be relevant to members of 
  the LGPS with AVC pots or who are planning to transfer benefits into a 
  DC arrangement on retirement. Plans are for a single 45 minute  
  session per 'customer' (via telephone or face to face), to be booked in 
  advance, with booking expected to be open in March. 
 
       10.2 The Pension Schemes Bill gives DCLG the power to designate a  
  scheme if ministers believe that "the level or expected level of transfers 
  out of the scheme increases the likelihood of payments out of public 
  funds being needed to ensure that the scheme can meet its liabilities". 
  A designation can be effective for up to 2 years and then needs to be 
  revoked or renewed. The Bill gives HMT the power to make regulations 
  which provide that, where a designation has been made, the scheme 
  manager must reduce the  CETV for acquiring flexible benefits in  
  another scheme by an amount determined in accordance with the  
  regulations. HMT is expected to issue draft regulations setting out the 
  detail of how these protections will work in practice very soon. 
 
      10.3 The Bill also introduces the requirement for scheme members to take 
  advice from an authorised Financial Conduct Authority (FCA)  
  Independent Financial Advisor(IFA) at their own cost before making a 
  transfers from safeguarded benefits (includes LGPS) to flexible  
  benefits if the transfer amount is above £30,000.  The Fund will have to 
  check that a member has received independent advice and that it was 
  from a reputable source. 

 
 

11.  Communications 
 
11.1 Two training sessions have been given, by the Pensions Manager and 

Communications Officer, to Human Resources staff at Shropshire 
Council on ill health retirement.  A further training session has been 
booked for HR staff at Telford and Wrekin Council. 
 

11.2 ‘Employers Training Workshop’ run in November covered the 
responsibilities of employers in the LGPS and the data requirements.  
The team received good feedback particularly from new scheme 
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employers that attended.  A workshop is planned for May for recently 
converted Academies. 

 
11.3 Retired scheme members will again receive their P60, April payslip and 

pension increase notification in April as a combined document.  This 
was introduced last year to reduce costs.  Each year approval must be 
received from HMRC to use the fund specific artwork for the combined 
P60 document and this has been received for the 2015 mailing. 
 

11.4 An Employer meeting was held on 14th January and presentations were 
given on Ill Health Retirements, LGPS data requirements as well as a 
talk from the Pensions Regulator.  In total 16 employers were 
represented on the day.  The meeting was filmed for viewing on line by 
employers who were unable to attend. 

 
11.5 Feedback was requested from the Funds Independent Registered 

Medical Practitioners (IRMP) on the current ill health retirement 
process.  Three IRMP’s responded with constructive feedback which 
has been shared with Fund employers.  Some of the issues raised had 
already been covered in the recent training sessions. 

 
11.6 Employers have been surveyed to find out how they communicate with 

their employees and what up take there might be if web based 
guidance and training.  Disappointingly only 8 employers responded 
and the findings were: 

• 4 out of 8 employers regularly directed their employees to view our 
website to find further information 

• Email to employees was the most popular method of contact 
followed by face to face meetings 

• All 8 employers communicate with their staff via email 
• 5 of the respondents indicated that they would be interested in 
webinars and a further 2 indicated that they would not be interested 
in live webinars but might be interested in web based solutions. 
 

11.7 The team currently undertake the administration of the Firefighters 
pension scheme, for the Fire Authority. The communications officer has 
been working with the Fire Authority to deliver the work required to 
implement the changes to firefighters Pension Scheme as a result of 
their new scheme in 2015. A plan is in place and some of the work has 
already been undertaken.  This included two presentations one at 
Shrewsbury the other at Telford Fire station.   
 

11.8 Under the new public service pension scheme framework implemented 
by the Public Service Pensions Act 2013, the costs of the reformed 
pension schemes must be periodically assessed to ensure that the 
reforms are affordable and sustainable.  The Shadow Advisory Board 
has issued a briefing note that gives a broad overview of the proposed 
process.  The is attached at Appendix D 
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12.  Annual Meeting 
 
 12.1 This year’s annual meeting will be held at the Walker Theatre, Theatre 

Severn, Shrewsbury on  XXX.  Please ensure the date is saved in your 
diaries. 

 

13. Governance Regulations. 
 
13.1 The Governance Regulations were laid before parliament on 28th  

 January 2015.    
 http://www.legislation.gov.uk/uksi/2015/57/pdfs/uksi_20150057_en.pdf 
 

13.2 There were a few changes from the draft; 

• The Regulations now specify that only the employer and member 
representatives will be given voting rights.  Any ‘other’ members 
(including independent chairpersons) will not.   

• The hurdle for joint (i.e. cross-border) local boards has been 
lowered slightly, and the Regulations explicitly permit combined 
Boards (i.e. merged decision making Committee and new local 
Pension Board) subject to an appropriate business case being 
approved by the Secretary of State.  

• The amendment in the 2nd draft Regulations to allow elected 
members (except where they are from the Administering Authority 
and are responsible for the discharge of any function under the 
LGPS Regulations (i.e. on a Pension Committee already)) has been 
carried forward as planned to these final Regulations. 
 

        13.3 The Terms of Reference for the Shropshire Pension Board have been 
  updated to take account of these regulations.  The invitation to apply 
  for the roles was issued on 5th March 2015 with a closing date of 23rd 
  March 2015. 
  

List of Background Papers (This MUST be completed for all reports, but does 
not include items containing exempt or confidential information) 
 
Pensions Committee Meeting 24 November 2014 Pensions Administration Report 
 

Cabinet Member (Portfolio Holder) 
NA 
 

Local Member 
NA 
 

Appendices 
Appendix A – Performance Monitoring 
Appendix B – Risk Log 
Appendix C – CLG – LGPS Regulation Consultation response 
Appendix D -  Shadow Board Briefing 
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Task Statistics

Tasks Which Became Due

Procedures Outstanding at end of
Month

Outstanding Excluding Checking

Number of Procedures Processed
0n Time

Procedures Completed

Procedures Processed On Time In
Office P384

Total Processed In Office P384

Procedures Terminated
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P Political:

* current and future taxation policies

* employment laws

* environmental regulations

* trade restrictions and reform

* current and future political support/ stability

* grants, funding and initiatives

* meeting local administrations manifestos/ commitments

* effect of wars or worsening relations with particular countries

E Economic:

* overall economic situation (growth/ decline)

* availability/adequacy of Council funds

* current and future levels of government spending

* current and future level of interest rates

* inflation and unemployment (local and national)

* specific taxation policies and trends

* exchange rates

* wage rates, minimum wage, working hours

* investment/ credit availability

* cost of living

S Sociological:

* cultural norms and expectations

* health consciousness

* population growth rate

* age distribution

* career attitudes

* demographics

* lifestyle patterns and changes

*

* media views and perceptions

* reputation

T Technological:

* relevant current and future technology innovations

* level of research funding

* ways in which consumers make purchases

* intellectual property rights and copyright infringements

* global communication technological advances

* internal technological failures

* loss of data

L Legal:

* legislation in areas such as employment competition and health & safety

* future legislation changes

* changes in European law

* trading policies

* breaches in law

* regulatory bodies

* failure of contracts/ partnership arrangements

* probity

E Environmental:

* ecological and environmental issues

* level of pollution created by the product or service

* waste management

* attitudes to the environment from the government, media and consumers

* current and future environmental legislative changes

* energy efficiencies

PESTLE DEFINITIONS

attitudes towards issues such as education, corporate responsibility and

Page 111



5 H H H H H

4 L L M M H

3 VL L L M M

2 VL VL L L M

1 VL VL VL L L

1 2 3 4 5

Likeliho Score

Rare 1

Likely 3

Certain 5

Score

Risk Scoring Definitions

IM
P

A
C

T

LIKELIHOOD

Risk Likelihood Definition

Risk may occur in exceptional

circumstances.

Possible 2
Risk may occur within the next three

financial years.

Risk is likely to occur within this

Almost

Certain
4 Indication of imminent occurrence.

Risk has occurred and will continue

to do so without immediate action

being taken.

Impact Risk Impact Definition

Negligib-le 1

~ Negligible loss, delay or interruption to services.

~ Can be easily and quickly remedied.

~ No financial loss.

Minor 2

~ Minor loss, delay or interruption to services.

~ Short term impact on operational efficiency and performance.

~ Financial loss which, in accordance with the Council’s

Financial Rules, could be managed at officer level (i.e. below

key decision limit for Cabinet decision). Currently this would

mean a loss of between £0 and £0.5m.

~ Failure to meet internal standards.

~ Affects only one group of stakeholders.

~ No external interest.

~ Isolated complaints.

Critical 5

~ Total sustained loss or disruption to critical services.

~ Long term impact on operational efficiency, performance and

reputation.

~ Financial loss which, in accordance with the Council’s Financial

Rules, would need Member decision, falls above the External Audit

definition of materiality (i.e. 1% of Gross Revenue Budget), and

would fall beyond the Council’s ability to manage. Currently this

would mean a loss in excess of £6.6m. This would be reported

to Council, but would have to be reported to the Government or

other agencies for decision.

~ Serious breach of legal or contractual obligation.

~ Affects all groups of stakeholders

~ National impact with rapid intervention of legislative or regulatory

bodies.

~ Extensive adverse media interest.

~ Loss of credibility

Significant 3

~ Significant loss, delay or interruption to services.

~ Medium term impact on operational efficiency and performance.

~ Financial loss which, in accordance with the Council’s Financial

Rules, would need Member decision, but falls below the External

Audit definition of materiality (i.e. 1% of Gross Revenue Budget).

Currently this would mean a loss of between £0.5m and £6.6m. This

would have to be reported to Cabinet (and above £1m to Council)

for Member decision.

~ Failure to meet recommended best practice.

~ Affects more than one group of stakeholders.

~ May attract short-term attention of legislative or regulatory bodies.

~ Significant complaints

Major 4

~ Major loss, delay or interruption to services.

~ One off events which could de-stabilise the Council.

~ Widespread medium to long term impact on operational efficiency,

performance and reputation.

~ Financial loss which, in accordance with the Council’s Financial

Rules, would need member decision, falls above the External Audit

definition of materiality (i.e. 1% of Gross Revenue Budget), but can

be managed with control retained by the Council . Currently this

would mean a loss in excess of £6.6m. This would have to be

reported to Council for Member decision.

~ Breach of legal or contractual obligation.

~ Affects more than one group of stakeholders.

~ Will attract medium-term attention of legislative or regulatory bodies.

~ Significant adverse media interest.
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1 Incorrect information / benefits - provided

to members of the scheme (including SC

Redundancy Payments)

Debbie Sharp Benefits calcualtions are checked. All supporting

calcualtions are porvided to the member. Team

Training.

3 3 9 Low Y Y

Annual Review of Letters / statements 31/03/16

2
The insolvency of an employer places

additional liabilities on the Fund and

ultimately the remaining employers.

Orphan liabilities.

Debbie Sharp Admission agreements, bonds in some cases.

Shorter deficit recovery periods. FSS. Annual

Employer covenant check .

1 3 3 V Low y y y

Electronic control of membership numbers. 31/03/16

3

Vulnerable to loss of or over-reliance of key

staff due to long term sickness or staff

turnover.

Debbie Sharp

Procedures notes updated. Team restucted in

2014 to allow for succesion planning.

3 3 9 Low y

Skills analysis to be undertaken. 31/03/16

4 Failure of ITC, hardware supported by SC,

impacting adversley ability to run Altair

pension adminstration system.

Debbie Sharp

DR in place. Tested annually. Reliance on SC

inhouse IT department

3 3 9 Low y y y y

DR 2014 highlighted back up Server issues and

external hosting being explored. 31/03/16

5 Failure of support systems: Resource Link,

SAMIS, CIVICA Icon cheque processing,

COGNOS which will result in incorrect data

collection, payment of benefits and

incorrect accounting.

Debbie Sharp

Reliance on SC IT

3 3 9 Low Y Y Y Y

6 Failure of telephony systems: BT Connect

and Lync phones resulting in no

commmunication with customers

Debbie Sharp

Reliance on SC IT

4 3 12 Med Y Y Y Y

7

Failure of Administration Team to perform

their tasks, specifically leading to incorrect;

data, triennial Fund valuations or failure to

provide accurate and timely advice to

employers.

Debbie Sharp
Annual Audits, internal & external. Internal

procedures and checks. National Fraud initiative

for pensioner data. Membership reconciliations,

Performance against Adminstration Strategy. Close

working relationships with employers. Assurance

from Actuary on data quality for Valuation.

3 3 9 Low Y Y

Employer satisfaction questionnaire to

determine satisfaction with and level of service

provided. 31/03/16

8

Failure of Employers to provide accurate

data leading to incorrect benefit statement

/ payments or Fund valutations.

Debbie Sharp
Employer training. Communication. Administration

Strategy Statement. Team training. Internal

controls including contribution collection audits

and positive action by Pension Team.

4 4 16 Med

Iconnect being implemented, monthly returns

for some employers. TPR code coming into

place in April 2015. 31/03/16
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I
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Those which apply

marked 'Y'

Additional Controls / Actions Required

Timescale for
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controls/actions

required

Risk

No.

Description of Risk Officer

responsible
Current Controls In Place

Residual

Risk Rating

(with current

controls in

place)

Risk

Exposure

High

Medium

Low

Very Low
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I

Risk Category

PESTLE

Those which apply

marked 'Y'

Additional Controls / Actions Required

Timescale for

implementation of

additional

controls/actions

required

Risk

No.

Description of Risk Officer

responsible
Current Controls In Place

Residual

Risk Rating

(with current

controls in

place)

Risk

Exposure

High

Medium

Low

Very Low

9

Loss of data leading to fines and

reputational loss

Debbie Sharp

ICT security used such as data encryption, secure

email and document management software with

strict security profiles. Secure working

environments. Information protection L1 training

undertaken by all staff annually and Level 2 by 2

members of staff. Secure working environment in

place.

2 4 8 Low Y Y Y Y

10 Late payment of contributions leading to

Pension Fund reporting to TPR

Debbie Sharp Employer training / guidance on website.

Employer newsletter. Contributions check &

balance. Adhere to internal governace compliance

statement.

4 3 12 Med Y Y Y

From 1 April 2015 adhere TPR code of practice. 01/04/15

11 Policies or strategies of the Administerting

Authority adversely impacting on the work

of the Pensions Team for the Shropshire

County Pension Fund

Debbie Sharp Segregation of duties, delegated decision making

to Pensions Committee and Scheme

Administration (Section 151 officer). Quarterly

report to Pensions Committee on Administration.

3 4 12 Med Y Y Y Y

New Pensions Board and Pensions

Regulator Code and Scheme Advisory

Board 01/04/15

12 Not undertaking work to reconcile GMP

data in line with ending of contracting out

legislation resulting in possible

overpayments.

Debbie Sharp GMP's have historically been processed when

received and leavers notified to HMRC. Any

missing ones for pensioners requested.

4 4 16 Med Y Y Y

Decisions will be neded as to how the work

will be undertaken during 2016/17
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Robert Ellis 
Department for Communities and Local Government 
Workforce Pay & Pensions 
2nd Floor, Fry Building 
2 Marsham Street, 
London. SW1P 4DF 
 
 

 Date: 
 
email: 

30 January 2015 
 
debbie.sharp@ 
shropshire.gov.uk 

My ref Your ref Tel (01743)  Please ask for 
PEN/DS 
 

 252192  Mrs D Sharp 
Pensions Services 

Dear Robert, 

The Local Government Pension Scheme (Amendment) Regulations 2015 

This letter sets out a response from Shropshire Council acting as administering authority 
for the Shropshire County Pension Fund, to the above consultation issued in December 
2014. This response is submitted on behalf of the Shropshire County Pension Fund 
Pension Committee.  Agreement has not been able to be obtained, which would be usual, 
as time and the Christmas shutdown has not allowed.  Regulations not commented on are 
agreed. 

 
Active Membership  
Draft regulation 3; clarifies that a person applying to be a scheme member joins the 
scheme on the first day of the payment period following the application to join.  
 
We are happy with this change so long as it is not retrospective. 
  
Temporary Reduction in Contributions  
Draft regulation 5 clarifies that a member’s election to pay reduced contributions is 
cancelled if they receive no pay when on child related leave, as well as the result of 
sickness or injury.  
 
Due to the introduction of shared parental leave the revision to regulation 10(5)(b) should  
be amended to read:  
In regulation 10(5) (temporary reduction in contributions) for “sickness or injury” substitute 
“sickness, injury, ordinary maternity, paternity or adoption leave or shared parental leave 
during what would have been the ordinary maternity, paternity or adoption leave period.” 
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Disallowing Automatic Aggregation for Members Who Have Opted Out  
Draft regulation 11; makes it clear that when a member who has opted out of the scheme 
re-joins the scheme, then their periods of membership are not aggregated.  

Whilst we agree in principle with the amendment to regulation 22(8) we do agree with the 
correction in wording proposed by the LGA.  
 
Changes of administering authority  
Draft regulation 24; completes the list of categories of members for whom a change in 
administering authority triggers a transfer value payment.  
 
Agreed (unless the regulations are amended to move to a position of no automatic 
aggregation of a deferred benefit- see comments below) in which case the amendment will 
no longer be required.  
 
Schedules 2 and 3  
Administering and local authorities are asked to confirm that references appear on 
the schedules in the legally correct form or provide the correct reference if they are 
not.  
 
We agree the references are in the correct form. 
 
Employer contributions and no active contributing members (Draft Regulation 32)  
It is vital that employers who leave the Scheme do not exit leaving unmet pension 
liabilities. This is why revised regulations require exit payments from all Scheme 
employers but allow some flexibility to anticipate an exit, so that liabilities can be managed 
down to the point of departure.  
Draft Regulation 32; allows an administering authority to call for unmet liabilities from a 
participating, or former participating, employer who has no active contributing members in 
a Fund. The employer had to have participated in the Scheme before 1 April 2014 when 
the 2014 scheme came into force. Contributions can be called for until all liabilities in the 
Fund are met.  
 

We agree that the greater flexibility outlined in paragraph 22 of the consultation document 
should be provided to administering authorities thereby giving us the ability to determine 
the method and timing of recovery of unmet pension liabilities. However, it is not clear why 
new regulation 25A(1)(b) limits this flexibility to only cover employers who were not 
admission bodies, flexibility should be extended to cover admission bodies too.  
 
Comments are invited on whether greater flexibility should be introduced around exit 
payments that may be liable when an employer leaves the scheme. If so, what should this 
period be? Are there any other issues where the regulations could be improved where 
there are no active contributing members?  
 

Page 116



We are of the view that flexibility around exit payments should be permitted where in say 
the case when an exiting employer is likely to have active members within a relatively 
short period of time. A realistic period may be seen to be 6 months. But individual 
discretion could be awarded to extend this if circumstances warrant it. 
 
 
To better manage the instances when exit payments might be called for, views are sought 
on whether companies that are wholly owned by employers that are listed in Part 1 of 
Schedule 2 employer, should also be listed in Part 1 of Schedule 2, and therefore lose the 
ability to designate which employees have access to the scheme.  
 
We agree that to better manage the instances when exit payments might be called for, and 
to protect transferred staff, and ensure the LGPS retains a viable active membership base 
those bodies covered by paragraphs 5 and 6 of Part 2 of Schedule 2 to the LGPS 
Regulations 2013 should be moved to Part 1 of Schedule 2 to the LGPS Regulations 
2013.  However, we know that Part 1 Employers may not be of the same opinion. 
 
 
Transfer of rights accrued in Additional Voluntary Contribution (AVC) arrangements.  
Respondents are asked to comment on the merits of making an amendment that requires 
an administering authority to facilitate the unbroken continuation of a transferring 
member’s Additional Voluntary Contribution contract, by entering into arrangements with 
the member’s original Additional Voluntary Contribution provider when the member moves 
employment voluntarily or compulsorily, or whether the proposed regulatory change in 
paragraph 24 should be adopted.  
 
As covered by the LGA Regulation 17(10) of the LGPS Regulations 2013 makes it clear 
that if the member transfers out their main scheme benefits to another scheme (other than 
the LGPS in England and Wales), the AVCs must be transferred too. It does not make it 
clear that the AVCs cannot be transferred out if the main scheme benefits are not 
transferred out (which regulation 26 of the LGPS (Administration) Regulations 2008 did 
make clear).  
 
Given that the current AVC provisions are part of the LGPS the above would, in effect, 
deliver the requirements set out in section 96 of the Pension Schemes Act 1993.  
 
If one of the outcomes from Freedom and Choice is that post 31st March 2014 AVC 
arrangements become separate from the main scheme, then the proposal set out above 
would only apply to pre 1st April 2014 AVC arrangements.  
 
With regard to staff who voluntarily or compulsorily move to another LGPS Fund they 
currently have the right not to transfer their accrued AVC pot to the new Fund’s AVC 
provider. However, if their AVC arrangement is a pre 1st April 2014 arrangement the AVC 
arrangement with the new Fund will be a post 31st March 2014 arrangement which will 
mean the member can contribute up to 100% of pensionable pay to the new AVC 
arrangement but would be limited to a maximum of 25% of the AVC pot as a tax free lump 
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sum. If the member retains their accrued AVC pot with the former Fund they will retain a 
100% tax free lump sum provision in relation to the retained AVC pot, but if they transfer it 
to the AVC provider of the new Fund the tax free lump sum limit will reduce to 25% of the 
AVC pot. We would wish to see regulations 15(4) and (5) of the LGPS (Transitional 
Provisions, Savings and Amendment) Regulations 2014 amended to provide that where a 
member is TUPE transferred to another Fund or compulsorily moved to another Fund by 
reason of an Act or SI or by reason of a Direction given by the Secretary of State under 
paragraph 3 of Part 2 of Schedule 3 to the LGPS Regulations 2013 then, if the member 
was, at the point of transfer, paying into an existing AVC arrangement that was entered 
into prior to 1st  April 2014 and continues paying AVCs immediately following the transfer, 
the AVC arrangement with the new Fund is treated as if it had been entered into prior to 1st 
April 2014.   
 
We would also like to support the amendment suggested by the LGA to regulation 22(8) to 
move away from a position of automatic aggregation with the right to elect within 12 
months of re-joining the scheme (or such longer period as the Scheme employer allows) to 
retain separate deferred benefits to a position where the deferred benefits are not 
automatically aggregated but the member can elect to aggregate by making an election 
within 12 months of re-joining the scheme (or such longer period as the Scheme employer 
allows). That would mirror the position under the 2008 Scheme.  Administratively it is clear 
that the regulations as drafted are overly cumbersome and is causing problems with the 
assessment of the pension input amount in a pension input period for annual allowance 
purposes.  
 

I hope you find this response useful.  

Yours sincerely 

 
Mrs Debbie Sharp 
Pensions Administration Manager 

 

Page 118



Local Government Pension Scheme  

Shadow Advisory Board 

Shadow Advisory Board Secretariat  
Local Government House, Smith Square, London SW1P 3HZ T 020 7187 7344 E Elaine.english@local.gov.uk www.local.gov.uk 

 

Cost control in the LGPS - A briefing note for administering 

authorities 

 

1. Introduction 

This briefing note has been prepared by the Shadow Scheme Advisory Board 

(SSAB) for Local Government Pension Scheme (LGPS) administering authorities in 

England & Wales in order to outline the role of pension funds in the LGPS cost 

control process. 

 

In the LGPS in England & Wales, there will be two mechanisms used to assess the 

costs of the reformed scheme: 

 

a) the employer cost cap (ECC) process as operated by HM Treasury, and 

b) the future service cost (FSC) process as operated by the LGPS Scheme 

Advisory Board. 

 

The Scheme will be assessed every three years against the cost control 

mechanisms using the data provided to individual actuaries for funding valuations. 

Importantly, both processes could lead to changes to the scheme design or to the 

level of members' contributions if the mechanisms demonstrate that the cost of the 

LGPS has moved sufficiently from the target. 

 

Part 2 of this paper outlines those aspects of the cost control processes which will 

require the assistance of LGPS administering authorities in ensuring that GAD have 

the information they need to be able to calculate the cost control figures within the 

required timescales. 

 

In addition to this note, a briefing note for LGPS members and employers has also 

been published and is available here. This has been prepared in order to: 

 

· give a broad overview of the background to the cost control processes, 

· outline the differences between the cost control processes and local funding 

valuations, and 

· detail the possible impacts on the benefits structure and/ or employee 

contribution rates which could arise from the results of the cost control 

processes. 

 

We ask that administering authorities make the briefing note accessible to fund 

employers and members so that they can familiarise themselves with the processes 

and the possible impacts that the cost control mechanisms could have on the 

Scheme benefits structure and/ or employee contribution rates. 
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2. The role of administering authorities in the cost control 

process 

Under the new public service pension scheme framework implemented by the Public 

Service Pensions Act 2013, the costs of the reformed pension schemes must be 

periodically assessed to ensure that the reforms are affordable and sustainable. 

 

There are two mechanisms in the LGPS in England & Wales because the ECC 

process has been partly established in order to demonstrate consistency between 

the public service pension schemes. Because of this, the LGPS Scheme Advisory 

Board FSC process has been set up to reflect the specifics of the LGPS experience 

in assessing the costs of the pension scheme reforms. 

 

Both processes could lead to changes to the scheme design or to the level of 

members' contributions if the mechanisms demonstrate that the cost of the LGPS 

has moved sufficiently from the individual targets. 

 

The cost control processes will be subject to tight timescales and GAD will require 

the submission of accurate and consistently reported information in order to calculate 

figures that best reflect the experience of the Scheme. 

 

A process map and timetable outlining the plans for the processes have been 

published and are available here and here respectively. The full GAD data 

requirements for the cost control processes will be published upon their finalisation. 

 

Process 

The cost control process will be undertaken in tandem with the local triennial 

valuations and will first be effective - in the sense that changes to the Scheme may 

be required if the cost of the Scheme has moved sufficiently from the targets - at the 

2016 valuations. This means that the first ECC and FSC figures will be based on the 

same data produced and submitted to your fund actuary as at 31st March 2016 for 

your local funding valuation. 

 

Timescales 

By October 2016 (and for future cost control processes, the October of each 

valuation year), each fund's actuary will be required to submit to GAD valuation data 

which has been cleaned and which has undergone reasonableness checks. Your 

fund actuary will account for the time they need to prepare and submit this data in 

your valuation timetable, and you will need to ensure you are able to meet your 

actuary's timescales in, a) submitting your fund's data and b) answering any data 

queries that may arise. 
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Any changes to the Scheme benefits structure or to employee contribution rates 

made via either of the cost control processes will first be effective in the year 

commencing 1st April 2019. 

 

Data required 

The shift to a career average scheme will require that certain additional information 

is held and extractable in order for GAD's actuarial calculations to be undertaken. 

For the cost control processes, GAD require the below information to be provided by 

each administering authority: 

 

· Pre- and post- 14 data - For actives, deferred and pensioner members, 

pension amounts split between: 

o amounts relating to pre-2014 accrual, and 

o amounts relating to post-2014 accrual. 

· 50/50 section and full section data - For actives, deferred and pensioner 

members, post-2014 pension amounts split between: 

o those relating to 50/50 section membership, and 

o those relating to full section membership. 

· Cashflows - For benefits paid and transfers paid, split between: 

o pre-2014 membership, 

o post-2014 50/50 section membership, and  

o post-2014 full section membership. 

· Contributions - For employee contributions, split between: 

o contributions paid whilst in 50/50 section, and 

o contributions paid whilst in full section. 

· Membership movements - For those leaving and joining the pension fund: 

o 'Benefits at date of exit' for those members leaving or retiring from 

active service after April 2014, and 

o 'Benefits at date of re-joining' for those members aggregating pre-2014 

benefits. 

· Commutation - For those who have commuted any of their pension to lump 

sum since April 2008: 

o How much in annual pension they commuted to lump sum, and 

o The maximum amount they could have commuted to lump sum. 

 

The full GAD data requirements will be made available upon their finalisation. 

 

In addition, the basic stock data for all members with a pension liability as at the 

valuation date - and as already required by fund actuaries in undertaking fund 

valuations - will be required. 
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Please note - If you do not believe that you will currently be able to provide this 

information as split in the above fashion, please liaise with your pensions 

software provider to establish if a future release is anticipated that will allow for 

this information to be provided within the required timescales. 

 

We understand that certain requirements, such as commutation data for those 

retiring since April 2008, may not retrospectively be obtainable. Our 

understanding is that GAD are looking to obtain as complete a data set as is 

reasonably practical and the priority will be to ensure that current and future 

data can be provided in accordance with the requirements, rather than requiring 

funds to undertake backward reworking. However, it is important to stress that 

more complete data sets will be of substantial assistance and will contribute to 

more accurate results, more timely completion of the required calculations, and 

fewer data queries arising. 
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