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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 - 6)

The Minutes of the meeting held on 27 November 2015 are attached for 
confirmation, marked 3.

Contact: Sarah Townsend (01743 257721)

4 Public Questions 

To receive any public questions or petitions from the public, notice of which has 
been given in accordance with Procedure Rule 14.  The deadline for this 
meeting is 5.00 pm on Tuesday, 15th March 2016.

5 Aberdeen Fund Management Ltd (Pan European Property) 

Mr Dominic Delaforce and Mr Tom Richardson will give a presentation.  

6 BlackRock - Benefits of Diversification 

Mr Simon Betteley and Ms Sara Morgan will give a presentation.

7 Investment Strategy and Economic Scenarios 

Mr Roger Bartley (Independent Advisor to the Committee), Mr Louis-Paul Hill 
and Mr Mark Jeavons (Aon Hewitt) will present this item.

8 Local Government Pension Scheme Central Update 

The Head of Treasury & Pensions will present this item.

9 Grant Thornton - Shropshire County Pension Fund Audit Plan 2015/16 and 
Informing the Audit Risk Assessment for Shropshire County Pension Fund 
2015/16 (Pages 7 - 42)



The report of Grant Thornton is attached, marked 9.

Contact: Terry Tobin (0121 212 4000)

10 Schedule of Committee and Other Meetings 2016/17 (Pages 43 - 48)

The report of the Head of Treasury & Pensions is attached, marked 10.

Contact: Justin Bridges (01743 252072)

11 Pension Fund Treasury Strategy 2016/17 (Pages 49 - 58)

The report of the Head of Treasury & Pensions is attached, marked 11.

Contact: Justin Bridges (01743 252072)

12 Corporate Governance Monitoring (Pages 59 - 104)

The report of the Head of Treasury & Pensions is attached, marked 12.

Contact: Justin Bridges (01743 252072)

13 Pensions Administration Monitoring (Pages 105 - 124)

The report of the Pension Administration Manager is attached, marked 13.

Contact: Debbie Sharp (01743 252192)

14 Training Requirements (Pages 125 - 252)

The report of the Pension Administration Manager is attached, marked 14.

Contact: Debbie Sharp (01743 252192)

15 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 16 to 18 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.



16 Exempt Minutes (Exempted by Category 3) (Pages 253 - 256)

The exempt Minutes of the meeting held on 27 November 2015 are attached for 
confirmation, marked 16.

Contact: Sarah Townsend (01743 257721)

17 New Admission Bodies (Exempted by Category 3) (Pages 257 - 260)

The exempt report of the Pension Administration Manager is attached, marked 
17.

Contact: Debbie Sharp (01743 252192)

18 Investment Monitoring - Quarter to 31 December 2015 (Exempted by 
Category 3) (Pages 261 - 306)

The exempt report of the Head of Treasury & Pensions is attached, marked 18.

Contact: Justin Bridges (01743 252072)
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Pensions Committee

18 March 2016

10.00 am

MINUTES OF THE PENSIONS COMMITTEE MEETING HELD ON 27 NOVEMBER 2015 
10.00 AM - 12.07 PM

Responsible Officer:    Sarah Townsend
Email:  sarah.townsend@shropshire.gov.uk      Tel:  01743 257721

Present: 
Members of the Committee:
Councillor Malcolm Pate (Chairman)
Councillor Michael Wood (Substitute) (substitute for Thomas Biggins) 

Co-Opted Members (Voting):
Councillor Charles Smith

Co-Opted Members (Non-Voting):
Jean Smith and Nigel Neat

33 Apologies for Absence and Substitutions 

Apologies for absence were received from Councillors Thomas Biggins, Anne 
Chebsey, Andrew B Davies and Malcolm Smith.

Councillor Michael Wood substituted for Councillor Thomas Biggins.

Apologies for absence were also received from Councillor Roger Evans (Substitute 
Member).

34 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.

35 Minutes 

RESOLVED:
That the Minutes of the meeting held on 25 September 2015 be approved and signed 
by the Chairman as a correct record.
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36 Public Questions 

There were no public questions.

37 HarbourVest (Private Equity) 

Mr Edward Holdsworth and Ms Hannah Tobin were in attendance and gave an 
overview of the company and changes that had occurred since they were last in 
attendance at a meeting of the Pensions Committee. 

A list of the assets in which Shropshire County Pension Fund was invested as at 30 
June 2015 was detailed together with their status and performance.  A more detailed 
analysis of the various funds was then provided. 

Finally, the strong performance of the Dover Street VIII investment was considered 
followed by the summary of terms for investing in Dover Street IX, with the initial 
round of subscriptions being 16 December 2015.  

Ms Tobin commented that she would provide Mr Roger Bartley, Independent Advisor 
to the Committee, with further information regarding HarbourVest's longer term 
performance compared to their peers.  It was also confirmed that a briefing paper on 
private equity would be published by the end of next week and sent to all clients.

Several questions were asked regarding the manager's opinions in relation to the 
Government's intention for pooling Local Government Pension Scheme investments, 
to significantly reduce costs while maintaining overall investment performance.

38 BlackRock (Hedge Funds) 

Mr Simon Betteley and Mr John Ware were in attendance and gave an overview of 
the company which provided bespoke hedge fund solutions.  It was noted that they 
now had 92 investment professionals (and not 88 as was stated in their 
presentation).

Shropshire County Pension Fund's investment was in QIP Ltd, which sought to 
minimise the frequency and magnitude of negative returns.  The presentation 
detailed the portfolio characteristics and its discipline and strategy allocations.  Its 
performance over the last quarter was discussed along with whether it was in line 
with expectations.

Finally, a summary of the current outlook and opportunities by strategy was provided.

39 Brevan Howard (Hedge Funds) 

Ms Anouck DeSomer and Mr Magnus Olsson were in attendance and gave a 
presentation about Brevan Howard, which is a large global macro absolute return 
manager.  It was founded in 2002 and currently has £25 billion of assets under 
management for more than 450 institutional investors in over 25 countries.
 



Minutes of Pensions Committee held on 27 November 2015

Shropshire County Pension Fund’s investment which was made in August 2013 is 
in Brevan Howard Multi-Strategy Master Fund Ltd, which in turn is invested in four 
underlying Brevan Howard managed funds and a Direct Investment Portfolio, where 
funds are allocated directly to Individual 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 2015.

Economic conditions have been difficult for Macro Hedge Fund managers generally 
since Shropshire County Pension Fund’s investment and fund performance has been 
below target.  Reasons behind this were given and a number of questions were 
asked relating to performance.  The level of performance fees were also questioned 
and Ms Anouck DeSomer and Mr Magnus Olsson agreed to take this point back for 
discussion and report back on the outcome. 

40 Alternative Indexation 

Mr Louis-Paul Hill and Ms Linette Newton from Aon Hewitt, gave a presentation on 
Alternative Indexation.  They explained what alternative indices were, what was 
attractive about alternatives, why one would invest in alternative indices, the case for 
market cap indices verses the case for alternative indices and the exposures of 
alternative indices.

RESOLVED:
That Alternative Indexation be revisited at a future Pensions Committee meeting.

The Committee was also informed that the Government had just published several 
documents relating to Local Government Pension Scheme (LGPS) investments in 
England and Wales as follows:

 A consultation on new LGPS investment regulations.
 Criteria and guidance with respect of LGPS investment pooling.
 A response to the May 2014 consultation on LGPS investments collaboration.

41 Statement of Investment Principles 

The Committee received the report of the Head of Treasury and Pensions (copy 
attached to the signed Minutes) which provided Members with an update to the 
Pension Fund’s Statement of Investment Principles to reflect changes to the Fund’s 
investment management arrangements.  The Chartered Institute of Public Finance 
and Accountancy (CIPFA) have published guidance on the application of the Myners 
Principles in the Local Government Pension Scheme (LGPS) and it was reported that 
the Statement of Investment Principles outlines the Fund’s compliance with these 
principles.   

RESOLVED:
That the revised Statement of Investment Principles (Appendix A) be approved.
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42 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 2015 to 30 
September 2015.

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

43 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.

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

44 New Policy - Breaches Policy 

The Committee received the report of the Head of Finance, Governance and 
Assurance (Section 151 Officer) (copy attached to the signed Minutes) which 
outlined the requirement for all individuals with a role in the Local Government 
Pension Scheme (including members of the Committee, members of the Local 
Pension Board and officers) to have a duty to report breaches of law when they have 
reasonable cause to believe that a breach has occurred.  

The Head of Finance, Governance and Assurance (Section 151 Officer) confirmed 
that following approval, the Breaches Policy would be issued to all employers and 
published on the website.

RESOLVED:
That the Breaches Policy (Appendix A) be approved.

45 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 Minutes 14 to 16, 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.



Minutes of Pensions Committee held on 27 November 2015

46 Exempt Minutes (Exempted by Category 3) 

RESOLVED:
That the Exempt Minutes of the meeting held on 25 September 2015 be approved 
and signed by the Chairman as a correct record.

47 New Admission Bodies (Exempted by Category 3) 

The Committee received the exempt report of the Pension Administration Manager 
(copy attached to the Exempt signed Minutes) which provided Members with details 
regarding three new Employer admissions to the Fund, all under Schedule 2 Part 3 
Regulation 1(d)(i) of the Local Government Pension Scheme Regulations 2013.  
These admissions were due to services transferring from a Scheme Employer under 
a service contract.  

Members were also provided with confirmation of a new admission, which under the 
governance arrangements, had been approved by the Chairman of the Pensions 
Committee between committee meetings, to allow the sealing of the Admission.

RESOLVED:
That the recommendations in the exempt report by the Pension Administration 
Manager be approved.

48 Investment Monitoring - Quarter to 30 September 2015 (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 2015, and reported on the technical meetings held with 
managers since the quarter end.

RESOLVED: 
(a) That the position as set out in the exempt report by the Head of Treasury and 

Pensions be noted.  

(b) That further investments be made into the recommended Funds following the 
successful completion of the review of the Funds by Aon Hewitt.

(The full version of Minutes 47 and 48 constitutes exempt information under 
Category 3 of Paragraph 10.4 of the Council’s Access to Information Rules and has 
accordingly been withheld from publication).

Signed (Chairman)

Date: 
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The Audit Plan 

for Shropshire County Pension Fund 

 

Year ending 31 March 2016 

March 2016 

John Gregory 

Director 

T 07880 456 107 

E  john.gregory@uk.gt.com 

Terry Tobin 

Manager 

T 0121 212 4000 

E  terry.p.tobin@uk.gt.com 

Dave Rowley 

Associate 

T 07798 561 062 

E  david.m.rowley@uk.gt.com 



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 Pension Fund 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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Chartered Accountants 

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.  

A list of members is available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. 

Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and 

its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions. Please see grant-thornton.co.uk for further details. 

This Audit Plan  sets out for the benefit of those charged with governance (in the case of Shropshire County Pension Fund, the Pensions Committee), an overview of the 

planned scope and timing of the audit, as required by International Standard on Auditing (UK & Ireland) 260. This document is to help you understand the consequences of 

our work, discuss issues of risk and the concept of materiality with us, and identify any areas where you may request us to undertake additional procedures. It also helps us 

gain a better understanding of the Pension Fund and your environment. The contents of the Plan have been discussed with management.  

We are required to perform our audit in line with the Local Audit and Accountability Act 2014 and in accordance with the Code of Practice issued by the National Audit 

Office (NAO) on behalf of the Comptroller and Auditor General in April 2015.  

Our responsibilities under the Code are to: 

- give an opinion on the Fund's financial statements 

- give an opinion on the Pension Fund Annual Report. 

As auditors we are responsible for performing the audit, in accordance with International Standards on Auditing (UK & Ireland), which is directed towards forming and 

expressing an opinion on the financial statements that have been prepared by management with the oversight of those charged with governance. The audit of the financial 

statements does not relieve management or those charged with governance of their responsibilities for the preparation of the financial statements. 

Yours sincerely 

 

John Gregory 

Engagement Lead 

Grant Thornton UK LLP 

Colmore Plaza  

20 Colmore Circus Queensway 

Birmingham 

B4 6AT 

T +44 (0) 121 212 4000 

www.grant-thornton.co.uk  

09/03/2016 

Dear Members of the Pensions Committee 

Audit Plan for Shropshire Pension Fund for the year ending 31 March 2016 

Shropshire County Pension Fund 

Shirehall 

Abbey Foregate 

Shrewsbury 

SY2 6ND 

 

Guidance note 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

 

The disclaimer paragraph 

should not be edited or 

removed as this is there for 

the auditor’s protection and 

its absence could possibly 

weaken our defence if a 

complaint or claim is made. 

 

 

 

Letter 
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Understanding your business 

Our response 

• We will continue to discuss with 

officers  their plans for asset 

pooling and the implications that 

this will have on both the 

investment policy and governance 

arrangements of the fund. 

• 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 fund. 

 

Guidance note 

Consider the topic heading 

suggested on this slide, and 

select those which are relevant 

to provide more detailed 

comment/analysis. 
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. 

Challenges/opportunities 

1. Pooling of Investments 

• As part of the summer budget 

2015  the government has invited  

LGPS administering authorities to 

submit proposals for investing 

their assets through pools of at 

least £25 billion, with the intention 

of reducing investment 

management costs and 

potentially improving returns. 

• The government anticipates that 

this will improve both capacity and 

capability to invest in large scale 

infrastructure projects. 

• Initial proposals  are to be 

submitted to DCLG by mid 

February, with final plans agreed 

by 15 July 2016. 

4.  Local Government Outsourcing 

• As many councils  look to 

outsourcing and the set up of 

external companies 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. 

3. Governance arrangements 

• Local pension boards  have 

been in place since April 2015, 

and were introduced to assist 

with compliance and effective 

governance and administration 

of the scheme. 

• There remains a continued focus 

on the affordability, cost and 

management of the scheme, and 

as such it remains critical that  

appropriate governance 

arrangements are in place for 

the fund. 

 

• We will continue our on-going 

dialogue with officers around 

their governance arrangements, 

particularly in light of their 

proposals for pooling 

investments. 

• We will continue to share 

emerging good practice with 

officers. 

2. Changes to the investment 

regulations 

• In November 2015 DCLG 

published draft proposals in 

relation to the investment 

regulations governing LGPS 

funds. 

• The proposals seek to remove 

some of the existing 

prescribed means of securing 

a diversified investment 

strategy and instead give 

funds greater responsibility to 

determine the balance of their 

investments and take account 

of risk. 

 

• We will discuss with officers 

their plans to respond to these 

changes and consider the 

impact on the fund's 

investment strategy and its risk 

management approach to 

investments.  

5. Earlier closedown of accounts 

 The Accounts and Audit 

Regulations 2015 require funds to 

bring forward the approval  of draft 

accounts and the audit of financial 

statements to the 31 May and 31 

July respectively by the 2017/18 

financial year. 

  

 

 We will work with you to identify 

areas of your accounts production 

where you can learn from good 

practice in others.  

 We aim to complete all substantive 

work in our audit of your financial 

statements by 18 July 2016 as a 

'dry run". 
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Developments and other requirements relevant to your 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 

and associated guidance. 

 

Guidance note 

"One Firm" - use to bring ideas, 

issues or opportunities to our 

clients.  Consult with other 

service lines or sector teams for 

relevant matters.  This is 

intended to identify issues 

relevant for audit attention and  

the prime focus on matters 

relevant to the current financial 

period.  See AFR DL1000 for 

crib sheets to assist you with 

your discussions with your 

clients on the areas that are of 

relevance to them 

 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

 

Developments and other requirements 

1. 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  

 

4. Accounting for Fund management costs 

• There continues to be a spotlight on the costs 

of managing the LGPS and in particular 

investment management costs. 

• Last year CIPFA produced guidance aimed at 

improving the transparency of management 

cost data and suggested that funds should 

include in the notes to the accounts a 

breakdown of management costs across the 

areas of investment management expenses, 

administration expenses and oversight and 

governance costs. 

• This guidance is currently being updated. 

 

Our response 

 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 ensure that the Pension Fund 

financial statements comply with the 

requirements of the Code through our 

substantive testing. 

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 2016, however the 

Pension Fund needs to ensure on 

going compliance with the Code. 

 

 

 

• We will continue to discuss with officers  their 

plans for increasing  the level of transparency 

associated with the costs of managing the 

fund. 

3. LGPS 2014 

• Funds have implemented the requirements of 

LGPS 2014 and moved to a career average 

scheme. 

• This will continue to increase  the complexity 

of the benefit calculations and the 

arrangements needed to ensure the correct 

payment of contributions. 

• In addition, this places 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 continue to review the arrangements 

that the fund has in place for the quality of  

membership data. 
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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 

 Tests 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 

material respects 

with the CIPFA Code 

of Practice on Local 

Authority Accounting 

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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Materiality 
In performing our audit, we apply the concept of materiality, following the requirements of International Standard on Auditing (UK & Ireland) (ISA) 320: Materiality in 

planning and performing an audit. 

The standard states that 'misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could reasonably be expected to influence 

the economic decisions of users taken on the basis of the financial statements'.  

As is usual in pension schemes, we have determined materiality for the statements as a whole as a proportion of net assets for the fund. For purposes of planning the audit 

we have determined overall materiality to be £15,139k (being 1% of net assets). We will consider whether this level is appropriate during the course of the audit and will 

advise you if we revise this. 

Under ISA 450, auditors also set an amount below which misstatements would be clearly trivial and would not need to be accumulated or reported to those charged with 

governance because we would not expect that the accumulation of such amounts would have a material effect on the financial statements. "Trivial" matters are clearly 

inconsequential, whether taken individually or in aggregate and whether judged by any criteria of size, nature or circumstances. We have defined the amount below which 

misstatements would be clearly trivial to be £757k. 

ISA 320 also requires auditors to determine separate, lower, materiality levels where there  are 'particular classes of transactions, account balances or disclosures for which 

misstatements of lesser amounts than materiality for the financial statements as a whole could reasonably be expected to influence the economic decisions of users'. 

We have identified the following items where separate materiality levels are appropriate. 

Balance/transaction/disclosure Explanation Materiality level 

Management  Expenses Due to public interest in these disclosures and the statutory requirement for 

them to be made. 

£100k 

Related party transactions Due to public interest in these disclosures and the statutory requirement for 

them to be made. 

£100k 

 

Guidance note 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

Delete unused rows if there are 

no ‘other’ entity-specific risks. 
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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 

as the administering authority, mean that all forms of fraud are seen as 

unacceptable. 

 

Management over-ride of controls Under ISA 240 it is presumed that the risk of 

management over-ride of controls is present in all 

entities. 

Work completed to date: 

 Review of accounting estimates, judgments and decisions made by management 

 Testing of journal entries 

 Review of unusual significant transactions  

Further work planned: 

 Review of accounting estimates, judgments and decisions made by management 

 Testing of journal entries 

 Review of unusual significant transactions 

 

Guidance note 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

Delete unused rows if there are 

no ‘other’ entity-specific risks. 
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Significant risks identified (continued) 

Significant risk Description Substantive audit procedures 

Level 3 Investments – 

Valuation is incorrect 

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 updated our understanding and discussed the cycle with relevant personnel from the team during 

the interim audit. 

 We have performed walkthrough tests of the controls identified in the cycle. 

Further work planned: 

 For a sample of investments, test  valuations by obtaining and reviewing the 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.   

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

relevant documentation. 

 Review the qualifications of the fund managers as experts to value the level 3 investments at year end and 

gain an understanding of how the valuation of these investments has been reached. 

 To review the nature and basis of estimated values and consider what assurance management has over the 

year end valuations provided for these types of investments. 

 Review the competence, expertise and objectivity of any management experts used. 

 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 , 

 

Guidance note 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

Delete unused rows if there are 

no ‘other’ entity-specific risks. 
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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 (UK & Ireland) 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) 

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  

 Complete a predictive analytical review for different types of investments 

11 
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Other risks identified (continued)  

Other risks Description Audit approach 

Investment values – Level 

2 investments 

Valuation is incorrect. (Valuation net) Work completed to date: 

 We have updated our understanding and discussed the cycle with relevant personnel from the 

team during the interim audit. 

 We have performed walkthrough tests of the controls identified in the cycle. 

Further work planned: 

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

agreement to relevant documentation. 

 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  

Contributions  Recorded contributions not correct (Occurrence) Work completed to date: 

We have updated out understanding of the cycle with relevant personnel from the team during the 

audit. 

Existing key controls have been walked through to confirm operational effectiveness; 

Further work planned: 

 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. 

12 
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Other risks identified (continued)  

Other risks Description Audit approach 

Benefits payable Benefits improperly computed/claims liability 

understated (Completeness, accuracy and 

occurrence) 

Work completed to date: 

We have updated our understanding of this cycle with relevant personnel from the team during the 

interim audit. 

Existing key controls have been walked through to confirm operational effectiveness; 

Controls testing has been performed on new applications for receipt of benefits (NB this was 

performed as part of our 14/15 audit; per international auditing standards, this testing may be rolled 

forward for a three year period); 

Further work planned: 

 Sample testing of individual pensions in payment by reference to member files 

 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. 

Member Data  Member data not correct. (Rights and 

Obligations) 

Work completed to date: 

We have updated our understanding of this cycle with relevant personnel from the team during the 

interim audit. 

Existing key controls have been walked through to confirm operational effectiveness; 

Controls testing has been performed on new enrolments to the pension scheme (NB this was 

performed as part of our 14/15 audit; per international auditing standards, this testing may be rolled 

forward for a three year period); 

Further work planned: 

 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 

13 
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Results of  interim audit work 

The findings of our interim audit work, and the impact of our findings on the accounts audit approach, are summarised in the table below: 
 

Work performed Conclusion 

Internal audit We have completed a high level review of Internal Audit's overall 

arrangements. Our work has not identified any issues which we wish 

to bring to your attention. We have also reviewed internal audit's 

work on both the Administering Authority and the funds key financial 

systems to date. We have not identified any significant weaknesses 

impacting on our responsibilities.   

Overall, we have concluded that the internal audit service 

provides an independent and satisfactory service to the 

Administering Authority and that Internal Audit work contributes 

to an effective internal control environment for the Fund. Our 

review of internal audit work has not identified any weaknesses 

which impact on our audit approach.  

Entity level controls We have obtained 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 

Our work has identified no material weaknesses which are 

likely to adversely impact on the fund's financial statements  

14 
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Results of  interim audit work (continued) 

Work performed Conclusion 

Walkthrough testing We have completed walkthrough tests of the Fund's controls 

operating in areas where we consider that  there is a risk of material 

misstatement to the financial statements. 

Our work has not identified any issues which we wish to bring to your 

attention. Internal controls have been implemented by the Fund in 

accordance with our documented understanding.  

Our work has not identified any weaknesses which impact on 

our audit approach.  

Controls testing During the 2014/15 audit, we performed testing of the operating 

effectiveness of key controls on those information systems where we 

had identified a reasonably possible risk of material misstatement to 

gain assurance about this and to reduce the amount of substantive 

testing performed on the financial statements. We tested: 

We tested  a sample of new fund members and  new pensioners to 

confirm that entry to the fund and application for receipt of benefits 

respectively had been appropriately authorised. We then walked 

through key controls in these areas during our 15/16 interim audit  to 

confirm that they were still in place and, as such, reliance could be 

placed on the results of our 14/15 controls testing. 

 

  

Our work identified that the key controls tested  were operating 

effectively throughout 2014/15. In line with ISA requirements, 

we have walked through these controls to confirm that they are 

in place in the current period and as such are able to place 

reliance on the controls testing carried out in 2014/15  and to 

reduce the amount of substantive testing on these areas as a 

result.  

15 
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Work performed Conclusion 

Journal entry controls We have reviewed the 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. 
 
To date we have undertaken detailed testing on journal transactions 
recorded for the first nine months of the financial year, by extracting 
'unusual' entries for further review. No issues have been identified 
that we wish to highlight for your attention. 

Satisfied that journal entries do not indicate the existence of 

fraud or error; we will complete testing of the final three months 

of the period at the final accounts stage.  

Early substantive testing We have carried out testing of accuracy of calculation of benefits 
paid and lump sums, contributions received and changes to member 
data recorded to month nine. No issues have been identified that we 
wish to highlight for your attention.  

Satisfied that results of  substantive testing carried out so far 

do not indicate the existence of fraud or error; we will complete 

testing of the final three months of the period at the final 

accounts stage.  

 

Results of  interim audit work (continued) 
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The audit cycle 

Key dates 

Completion/ 

reporting  
Debrief 

Interim audit  

visit 

Final accounts 

Visit 

January 2016 June/July 2016 August 2016 August 2016 

Key phases of our audit 

2015-2016 

Date Activity 

January 2016 Planning 

January 2016 Interim site visit 

March 2016 Presentation of audit plan to Pensions Committee 

July 2016 Year end fieldwork 

August 2016 Audit findings clearance meeting with Head of Finance, Governance and Assurance 

September 2016 Report audit findings to those charged with governance (Pensions Committee) 

September 2016 Sign financial statements opinion 

Planning 

January 2016 

17 
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DRAFT 

Fees 

£ 

Pension Fund Scale Fee 23,427 

Proposed fee variation – IAS 19 Assurances 1,979 

Total audit 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, and 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. 

 The accounts presented for audit are materially accurate, supporting 

working papers and evidence agree to the accounts, and all audit 

queries are resolved promptly. 

 

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 requirements of 

the Auditing Practices Board's Ethical Standards. 

 

Guidance note 

'Fees for other services' is to be 

used where we need to 

communicate agreed fees in 

advance of the audit.  At the 

time of preparation of the Audit 

Plan it is unlikely that full 

information as to all fees 

charged by GTI network firms 

will be available. Disclosure of 

these fees, threats to 

independence and safeguards 

will therefore be included in the 

Audit Findings report. 

 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 
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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 issues 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 (UK & Ireland) (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 Report 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 those charged with goverannce. 

Respective responsibilities 

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

Auditors and Audited Bodies issued by Public Sector Audit Appointments Limited 

(http://www.psaa.co.uk/appointing-auditors/terms-of-appointment/) 

We have been appointed as the Administering Authority's independent external auditors 

by the Audit Commission, the body responsible for appointing external auditors to local 

public bodies in England at the time of our appointment. 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 NAO and includes nationally prescribed and locally determined 

work (https://www.nao.org.uk/code-audit-practice/about-code/). Our work considers the 

fund's key risks when reaching our conclusions under the Code.  

It is the responsibility of the fund 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 fund is fulfilling these responsibilities. 
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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.  
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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.  
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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.  
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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. 
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Related party considerations 

Question Management response 

Who are the Pension Fund's related parties? The Pension Fund main related party is Shropshire County 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. 
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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.  

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

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

mailto:justin.bridges@shropshire.gov.uk
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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 to the 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 although if there 
are more strategic decisions that need to be focussed on during the 
Committee meeting and managers have been performing well and there are 
no issues they may not be required to attend annually.  

8. Annual Training Day

8.1 The 2016 Annual Training Day will be held on 28 July 2016 in the 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.

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 
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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:-

 PLSA Investment Conference – May 2016. It is recommended that 
appropriate officers attend this conference

 LGC Investment Symposium – July 2016. It is recommended that 
appropriate investment officers attend this conference.

 LGC Public Sector Pension Funds Investment Seminar – September 
2016.  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.

 Pension Administration Managers November 2016 – It is 
recommended that Pension Administration officers attend this 
conference

 LAPFF Annual Conference – December 2016. It is proposed that an 
appropriate investment officer or Member of the Committee should 
represent the Fund at this conference.

 LGC Investment Conference – February 2016. It is recommended that 
appropriate investment 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 2016/17





Appendix A
Pensions Committee – Schedule of Meetings 2016/17

(Committee meetings are in bold print)

Meeting date Details (and location of 
other than Shirehall)

Manager / 
Adviser to 
present

Comments

16 - 18 May 2016 PLSA Investment Summit 
(Gloucestershire)

Officer Attendance

19 - 20 July 2016 LGC Pension Fund Symposium Officer Attendance
23 – 24 June 
2016

Pension Board Trustee 
Conference - Manchester

Pension Board 
Members/Members

24 June 2016 Quarterly Meeting 
(March 2016)-

GIP – Infrastructure
F&C – Responsible 
Engagement Overlay
LGPS Central 
Update
Aon – 
Training/Investment 
Strategy Review 
 

19 – 20 July 2016 LGC Pension Fund Symposium 
- Stratford

Officer Attendance

28 July 2016 Training Day (Shirehall) Members / Substitute 
Members/ Pension 
Board Members/ 
officer attendance

21 Sept 2016 Quarterly Meeting
(June 2016)

PIMCO (Global 
Bonds)
Investec (GIobal 
Equities)
Harris (Global 
Equities)
Grant Thornton – 
2015/16 Audit
Aon – 
Training/Investment 
Strategy Review 

14 - 16 Sept  2016 LGC Investment Summit (South 
Wales)

Member / Officer 
attendance

Nov 2016 Pensions Admin Managers 
Conference - Torquay

Pension Admin 
Officers

25 Nov 2016 Quarterly Meeting 
(Sept 2016)

HarbourVest (Private 
Equity)
BlackRock (Hedge 
Funds)
Brevan Howard – 
Hedge Funds 
Mercer – Actuarial 
Valuation

02 Dec 2016 ANNUAL MEETING – Council 
Chamber, Shirehall

7 - 9 Dec 2016 LAPFF Annual Conference
(Bournemouth)

Member / Officer 
attendance

02 – 04 March 
2016

LGC Investment Seminar
(Chester)

Officer Attendance

17 March 2017 Quarterly Meeting 
(Dec 2016)

Majedie (UK Equities)
Aberdeen (Pan 
European Property)
MFS (Global Equities)
Grant Thornton – 
Audit Plan
Aon – 
Training/Investment 
Strategy Review
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PENSION FUND TREASURY STRATEGY 2016/17

Responsible Officer Justin Bridges
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1.  Summary

1.1 This report proposes the Pension Fund Treasury Strategy for 2016/17 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.
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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 £1.48 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 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 2016.  By March 2018 
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 2015/16, Pensions Committee 20 March 2015

Cabinet Member
N/A

Local Member
N/A

Appendices
A. Specified Investment Schedule
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Appendix A

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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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 2015 to 31st 

December 2015. 

2.  Recommendations

2.1 Members are asked to accept the position as set out in the report, Manager 
Voting Reports at Appendix A and BMO Global Asset Management 
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.

mailto:ed.roberts@shropshire.gov.uk
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5.2 The Fund is also addressing its social responsibility through a strategy of 
responsible engagement with companies. BMO Global 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 BMO Global Asset Management 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 27 November 2015

Cabinet Member
N/A

Local Member
N/A

Appendices
A. Manager Voting Activity Reports.
B. BMO Global Asset Management Responsible Engagement Overlay Reports.
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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 the GMP Reconciliation exercise is now carried out in line 
with the HMT recommendations in this report at section 8.     

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 
introduced by the Public Services Pension Act 2013 will increase the 
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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. LGPS having to fully index GMP’s will 
increase costs for the Fund going forward.

4. Performance and Team Update

4.1 The team’s output and performance level to the end of January 2016 is 
attached at Appendix A.  

4.2 You will see that Tasks which became due and Procedures 
outstanding at the end of the month have both risen during the last 
quarter.  This is due to going live with iConnect with Telford and Wrekin 
Council and identifying un-notified starters, leavers and changes as a 
result of a data cleanse that was undertaken.  iConnect, as expected, 
is increasing the number of cases being identified on a monthly basis 
rather than the team having to identify missing data during our year 
end processes as usually happens.

4.3 Shropshire Council has recently also gone live with iConnect for their 
own payrolls plus their external clients payrolls, who are Fund 
employers, too.  This means that we are now receiving clean data on a 
monthly basis for 88% of the Fund’s membership.  But has created a 
large amount of outstanding work.

4.4 A valuation plan is being put in place and workloads constantly 
monitored to ensure all records will be at the correct status when 
sending data to the actuary in July 2016.  Pension Team managers are 
looking at this on a weekly basis to ensure priority is being given to the 
right cases.

5. Help Desk Statistics

5.1 The following chart shows the number of queries received through the 
helpline number. 

Nov 2015  Dec 2015 Jan 2016
Telephone calls 
received 760 478 807

Queries dealt 
with by 
helpdesk at first 
point of contact 
%*

91.32% 91.21% 89.46%

Users visiting 
the Website 2245 Not available** Not available**

 * 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.
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**Support for the website is provided to the team by Shropshire Councils web 
team. This includes providing access to google analytics to track website 
statistics. In September 2015 it had come to the Funds attention that the 
website statistics were not being recorded correctly. This issue was raised 
with the web team and has been an intermittent issue until February 2016 
when the web team were able to fix the problem. During this period (Sept 15– 
Feb 16) the Funds statistics may have been affected due to a configuration 
issue.

6. CIPFA Pensions Administration Benchmarking Club Results

6.1 The Pensions Administration Benchmarking Club has been in operation 
for some time and compares the cost of Pensions Administration with 
other Pension Funds nationally including some out-sourced to private 
contractors.

6.2 The first bar chart below shows Shropshire is just above the group 
average of £19.17 per member at £20.79 per member. The second 
chart shows Shropshire’s position against the average cost since 2010. 
Benchmarking was not undertaken in 2013/14.  Contributing factors 
are: that currently staffing costs, communication costs, IT, Actuary and 
central recharges are all higher than the benchmark average.  Staffing 
was increased to pre-empt the 2014 changes and the increase in 
governance on the Fund.  As a direct result of this we were one of a 
very few Funds who were able to produce Annual Benefit Statements 
on time in 2015.  Shropshire has historically communicated very well 
with our members and Employers.  This is not an area we wish to cut 
back on however we are striving to limit costs by increasing our use of 
electronic communications.  IT has been invested in over the past 
couple of years to ensure we are getting clean data from our 
Employers. The aim is to work towards ensuring the overall Fund 
Administration costs do not deviate any further from the average but if 
possible return to either average or just below.  Work will be 
undertaken to ensure all central recharges are transparent and 
appropriate.
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6.3 The following charts show the composition of members as at 31 March 

2015.  It shows that we have an above average proportion of actives 
with 40%, above average deferred membership but a lower than 
average number of pensioners.  The charts also highlight that the 
number of employers in the Fund is below the average of 200, this is 
most likely down the fact that schools have been slower to convert to 
Academies than in the rest of the Country.

  

6.4 The following gives a composition of the active members in the scheme 
of the numbers who are above or below age 50. 64% of our active 
members are above age 50.

6.5  The following charts show the payroll cost per member.  This is an area     
that is low cost historically because of the current employer work undertaken by 
the Fund so a recharge was not made for utilising the Council’s payroll software 
but this will change going forward from April 2016 for transparency purposes. 
Shropshire Council staff have been trained in the areas they have historically 
not undertaken and a plan is being put in place for the work to transfer to its 
correct area.  This should be completed by March 2017.
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6.6The following chart shows that we are above the national average for other 
central charges the Council passes on to the Fund.

                            

               
7 Communications

7.1 Newsletter - A newsletter was sent at the beginning of January 2016 to 
the home addresses of all active members. The newsletter was issued 
to meet Schedule 2 Paragraph 12 of the Disclosure 2013 Regulations 
for pension schemes, and informed members that they will no longer 
be participating in a contracted out pension scheme from 6 April 2016.  
Amongst other things the newsletter also informed members that their 
Annual Benefit Statement in 2016 would be available to view online 
with instructions on how members would do this. Members do have the 
option to elect to continue to receive paper copies but need to put their 
request in writing. To date, only 108 members have opted to continue 
to receive their Annual Benefit statement in paper format. A copy of the 
newsletter that was issued can be found at Appendix B.

7.2 Annual Benefit Statements 2016 - Annual Benefit Statements have to 
be issued to active members now by 31 August each year. A project 
has been in place to transfer this year’s statement to be viewable 
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online via Member Self Service (MSS). Testing of the system is 
currently underway. Hard copies will still be needed for those members 
who opt out of electronic communication so we are part of a 
collaboration, with 7 other Funds. To produce a standard Statement 
together with a standard set of notes are used. Once agreed as 
technically correct a review of the notes by the Plain English Campaign 
will also take place, to ensure they are easy to understand. The cost of 
all work, including the review of the notes by the Plain English 
Campaign, is being split between the 8 Funds, so that savings are 
made. Work is also taking place on producing the deferred members’ 
Annual Benefit Statement which is also being done collaboratively but 
with 6 other Funds. 

7.3 Communicating changes to Annual Allowance and Lifetime 
Allowance -. The last two newsletters issued by the Fund included 
information on the changes taking place and were sent to all active 
members’ home addresses. Further communication however is 
planned to provide additional information on these changes to the two 
pensions’ tax measures, Lifetime Allowance and Annual Allowance. 
This communication exercise however will be tailored to members in 
the Scheme mostly likely to be affected by the changes. 

7.4 Annual Meeting – As the meeting in 2015 worked successfully in the 
Council Chamber at the Shirehall, it will be held there again this year.  
A date has been booked provisionally for 2 December 2016.

8. GMP – Reconciliation

8.1 As previously reported following the end of contracting out in April 
2016, HMRC will be sending a statement to all individuals affected 
stating the amount of COPE (Contracted Out Pension Equivalent) 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.  

8.2 Protections for scheme members’ existing contracted out rights will be 
maintained, but HMRC’s support services will be scaled down and 
eventually withdrawn. Therefore it is important that administering 
authorities reconcile their data against the data held by HMRC. HMRC 
provides the Scheme Reconciliation Service (SRS) which is a support 
service designed to help administrators with the reconciliation process. 
This piece of work was started by the Fund in 2015.The timescales for 
GMP reconciliation are set out below:

 By 5 April 2016 - funds should sign up to the SRS by this date. Sign 
up by 5 April 2016 is required so that HMRC can plan their 
resources to support the UK reconciliation project. Shropshire has 
signed up.
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 From 5 April 2016
o HMRC will no longer track individual’s contracted out 

pension rights. It will be the Scheme’s responsibility to keep 
track of GMP liabilities. The Fund needs to consider whether 
procedures need changing to obtain the current value of a 
member’s GMP upon payment (or transfer out). This can be 
achieved by either: -

 following reconciliation, annually increasing the GMP 
held, using section 148 orders within their own 
pensions administration system, or

 using the GMP micro service to obtain the current 
value of the GMP at the relevant date. This service is 
intended to be self-serve so that schemes can input 
data for either individuals or multiple scheme 
members and obtain the GMP figure revalued up to 
the relevant date. To use this service though funds will 
need to ensure that they have procedures in place to 
record the SCON numbers of any GMPs transferred 
into their fund (including those from other LGPS 
funds). This is because, in order to obtain the value of 
a GMP from the GMP micro service, HMRC require 
the SCON number of the former scheme(s) from 
which the individual transferred.

 At present it is unclear which will be used by 
Shropshire. It is prudent therefore to retain the SCON 
number of the former scheme(s) from which the 
individual transferred in case this may be needed for 
some reason in the future.

 January 2017 - data for active members will start to be issued to 
schemes

 December 2018 - HMRC support for reconciliation queries ends 
and individuals will be sent information about their contracting out 
history.

8.3 In February HMT outlined their recommended approach to this 
reconciliation exercise. Their guidelines have been agreed across their 
working group and MOCOP. It is recommended that the intention of 
this letter be followed by the Fund and the following data reconciled:
i) data for active, deferred and pensioner members whose records 
include any contracted-out service between 6th April 1978 and 5th April 
1997

- data for non-members i.e. those who the administering authority 
believes have never been members of the Scheme

- data for members who had been members of the Scheme but for whom 
the administering authority believes it has already discharged its liability 
i.e. via a transfer out, payment of a CEP or trivial commutation

ii) where a person who is within the scope of the reconciliation exercise 
has been underpaid, the person should be paid the correct level of 
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pension going forward together with the arrears of pension due (with 
interest in accordance with the Scheme rules).

iii) Further advice is awaited as to how to treat overpayments fairly 
across the sector. HMT is to collect evidence from the reconciliation 
exercise on the extent of the overpayments. This will give more 
information on whether there will be value for money in recouping the 
overpayments.

iv) Where any discrepancy is within £2 per week of the GMP held by 
HMRC the Fund should default to the HMRC data for active and 
deferred members.  But for pensioners default to Fund data.

8.4 The working group and DWP are still considering whether it is 
necessary to reconcile the data of members with service beginning 
after 5 April 1997.  Therefore no further action will be taken on this 
point by the Fund until informed otherwise.

8.5 The recommendation of Officers is that the Shropshire Fund follow 
HMT guidelines, but taking into account the announcement of 1 March 
covered below in GMP Indexation, and continue to work with ITM to 
reconcile these records.  As previously reported there is currently no 
in-house resource available to work on this project and an interim 
appointment will therefore be required.  

9. GMP Indexation

9.1 On 1 March HM Treasury announced their decision on the interim 
solution regarding the indexation of GMPs in the Public Sector 
following the introduction of the new flat rate state pension on 6 April 
2016.

9.2 The statement confirms that public service pension schemes will be 
responsible for paying full pensions increases on both the pre and post 
88 GMP (for the life of that member and any subsequent dependents) 
for members who reach State Pension age between 6 April 2016 and 5 
December 2018.  

9.3 For members reaching State Pension Age beyond 5 December 2018, 
HM Teasury intends to consult later this year on a solution to the 
indexation issue going forward.

9.4 At present the Fund pay only for CPI (capped at 3%) on the post-88 
element of a GMP, and the Government pays for the top-up on both 
pre and post-88 elements up to full CPI, via the state pension.

9.5 The Fund’s Actuary Mercer have stated that if full indexation had been 
implemented for all members who reached State Pension Age from 6 
April 2016, the burden for the LGPS would have been additional 
liabilities of around £1 billion which equated to around 0.5% of the 
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Scheme’s total liabilities.  Based on this initial shorter window of 
pensioners, they estimate that the current impact on the LGPS will now 
be additional liabilities of the order of £225 million, which will have to be 
reflected in the forthcoming 2016 valuation: The impact will vary for 
individual employers, depending on their membership profile, but could 
be around 0.1% for Shropshire.  This is something to be costed in the 
valuation.

9.6 The Pensions Increase Order for 2016 however is 0%.  The increase is 
usually in line with CPI to the year to the previous September, however 
for September 2015 this was negative at -.01% and Pensions Increase 
cannot be negative so has to be set to zero for the year.

10 CARE Pension Revaluation

10.1 Please note however that the CARE pension accounts are subject to 
revaluation in line with Treasury orders and usually will follow CPI up to 
the preceding September.  

10.2 The Government intend to push for negative revaluation of LGPS 
pension accounts.

10.3 The Public Service Pensions Act 2013 requires that where there is a 
percentage decrease the Treasury Order must be expressly approved 
by both the House of Commons and the House of Lords for it to 
become law; this is called the affirmative procedure.  At the time of 
writing this report no confirmation has been received concerning the 
likelihood, or otherwise, of a negative revaluation percentage being 
passed in law.

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

Pensions Committee Meeting 27 November 2015 Pensions Administration Report 
Pensions Committee Meeting 20 March 2015 Pensions Administration Report

Cabinet Member (Portfolio Holder)
NA

Local Member
NA

Appendices
Appendix A – Performance Monitoring
Appendix B – Active member newsletter
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SHROPSHIRE COUNTY
PENSION FUND

Pension
Update
FOR MEMBERS OF THE LOCAL GOVERNMENT PENSION SCHEME (LGPS) | JANUARY 2016

We’re going digital! 

We have been developing our electronic  
communications, with the aim that in 2016,  
we go paperless! 

By registering you will be able to see 
how your LGPS benefits are building 
up, estimate your pension benefits  
due at retirement, update your  
personal details and view your annual 
benefit statement. 

Have you 
registered to 
view your  
pension online? 

To register to view your own pension 
information, simply visit: 
www.shropshirecountypensionfund.co.uk  
and click ‘Register’ under ‘My  
Pension Online’. 

To register we must hold an email 
address for you on record. If you 
haven’t already provided us with 
your email address you should email 
pensions@shropshire.gov.uk from 
the address you want to register, 
confirming your name and National 
Insurance number. Once we have 
your email address we will be able  
to provide you with the latest  
pensions news. 

How to  
register...

This means the majority of our 
communication with you will be by 
electronic methods – through our 
website, e-mail and “my pension 
online” (the online self-service facility 
where you can view your pension 
details).  

It is our intention that Annual Benefit  
Statements and newsletters will be 
available electronically on our  
website and through “my pension 
online”. As we put these plans in 
place and we will keep you updated 
on progress. 

If you don’t have online access and 
still want to receive paper copies 
of the information we provide, you 
just need to write to let us know. 
Our address is on the back page 
of this newsletter. Please include 
your name and National Insurance 
number in your letter. 

If you have previously let us  
know that you want to receive 
paper-based information then you 
don’t need to write to us again.
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A Career Average 
Revalued Earnings 
Scheme (CARE)  
provides a yearly 
build-up of pension 
and we are asking 
members to check 
their Annual Benefit 
Statement carefully. 

At the end of August 2015 we  
issued you with an Annual Benefit  
Statement, if you were an active 
member of the Scheme on the 31 
March 2015. You may have noticed  
that this statement looked different  
from previous years’. This is because  
it was the first statement since the 
LGPS changed to a CARE scheme 
on 1 April 2014. 

Final Salary Vs. CARE 
In the previous Final Salary Scheme 
your pay in the last 365 days before 
you left the Scheme would determine  
the pension you would receive upon 
retirement. However, in a CARE 
scheme your pension is set by the 
pay you receive each year you are a 
member and then added together to 
form your total CARE pension. 

As a result of the introduction  
of a CARE scheme it is more 
important than ever that your 
employer provides accurate pay 
information and that you check 
your ABS each year. 

What do I need to help me 
check my statement?
When you get your statement you 
should check all personal information  
in the statement is correct, and most  
importantly, that the pay supplied 
by your employer is accurate. To do 
this you will need access to your 
payslips from April to March for the 
year you are checking. 

I have two pay figures on my  
Annual Benefit Statement.  
Do I need to check them both?                                                                                                              
Yes, you should check both. The pay  
used to calculate your LGPS benefits,  
is known as your pensionable pay 
which is also the pay from which 
contributions to the scheme are 
deducted. Not all the payments 
you receive from your employer are 
pensionable and when the LGPS 
changed on the 1 April 2014, a new 
definition of pensionable pay was 
introduced. This change means that 
the LGPS uses two definitions of  
pensionable pay to calculate the  
different parts of your pension benefits.  
The two definitions are known as the 
2008 Final Salary definition and the 
2014 CARE definition. 

What is the difference between  
the 2008 and 2014 definitions 
of pensionable pay?  
The 2014 CARE definition of  
pensionable pay now includes non- 
contractual (as well as contractual) 
overtime and also includes any  
additional hours worked. These  
payments (except for contractual 
overtime) are not included in the 
2008 Final Salary definition of  
pensionable pay. 

How do I check the pay figures 
on my statement?
If your pay is the same amount each 
month, or you work full time and 
haven’t received any additional  
payments or pay awards throughout 
the year, then the pay on your  
statement should be the total gross 
on the cumulative figure on your 
March payslip. This will be the same 
for both CARE and Final Salary 
pensionable pay. 
 
 

If your pay changes each month; 
you work part time, have received a 
pay award or have had any breaks 
in service, or periods of no pay, 
throughout the year, you will need to 
check with your payroll department 
as to how they have calculated your 
pay as it may not be clear from your 
payslips. If any of the above  
circumstances do apply to you, here 
are some points to consider when 
checking your pay:

Do you work part time? 
If so, your contributions to and  
benefits from the 2014 CARE 
Scheme will be based on your actual  
pensionable pay. This means that 
your 2014 CARE pensionable pay 
will not be converted into the full-time 
equivalent like your 2008 Final Salary 
pensionable pay is.

Have you had any periods of 
reduced or no pay?
If you have had any periods of  
reduced pay as a result of sickness/ 
injury or ordinary child related leave,  
your 2014 CARE pensionable pay 
will include periods of assumed  
pensionable pay (APP) which is 
calculated by your employer.

Have you been on secondment 
or had any periods of acting up?
If you have received any additional 
payments for periods of acting up or 
secondment, these will count as  
additional payments. You should 
check that these payments have been  
included in your 2014 CARE  
pensionable pay. 

Have you paid extra  
contributions?
If you have paid extra contributions  
throughout the year either to increase  
your pension via Additional Pension 
Contributions (APC’s) or to cover 
any periods of lost pension because 
of absence, then you will need to 
check that your statement shows this.

What should you do if you think  
the pay on your ABS is wrong? 
Contact your employer as soon as 
possible. If you are still not satisfied, 
you have the right of appeal.

FAQsYour Annual  
Benefit Statement - 
have you  
checked yours?
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In recent years, the LGPS has 
seen significant changes to its 
legislation. Some of the changes 
included protection for certain  
members who were in the scheme  
at the time of the change. Some 
of the main protections are listed 
below but remember to always 
contact the Pension’s Team before 
making any decisions about your 
benefits.

Normal Pension Age (NPA)
Any pension built up before 1 April 
2014 has a protected NPA, which is 
age 65. If you retire and draw all of 
your pension at your protected NPA, 
your pension built up in the scheme 
before 1 April 2014 will be paid  
in full.

If you choose to take your pension 
before your protected NPA the  
pension you have built up before 1 
April 2014 will normally be reduced 
taking into account how many years  
early it is being paid. The benefits  
you build up under the CARE 
Scheme from April 2014 have a NPA 
linked to your State Pension Age 
(SPA) (but with a minimum age of 
65). All pension benefits built up pre 
and post 2014 have to be drawn at 
the same time (except in the case of 
Flexible Retirement).

Reduction in pay
If you joined the LGPS before 31 
March 2014 you will have membership  
in the Final Salary Scheme and your 
benefits, in respect of pre April 14 
service, will be based on your Final 
Salary at leaving. If you have a pay 
cut - for example because of a pay 
and grading exercise - there are 
some protections which continue to 
apply from the Final Salary Scheme. 

To ensure your benefits are  
calculated using the best  
possible pay you can:
•	 Choose to have your benefits 

calculated on the best year’s 
pay in the last three years

•	 Choose to have your benefits 
based on the best 3 year  
average in the last 10 years, if 
you have received a pay cut 
from your employer.*

*This option is a request under regulation  
10 of the LGPS regulations 2008. For this 
regulation to apply your employer must have 
caused your pay to be reduced or restricted, 
in one employment, and you must request this 
from your employer no longer than one month 
prior to your leaving the scheme. Please  
ensure you keep any paper work relating 
to the pay cut, in case you are required to 
produce details in the future.

Underpin
From 1 April 2014, if you were nearing  
retirement we will ensure that you 
will get a pension at least equal to 
that which you would have received 
in the Scheme had it not changed. 
This protection is known as the 
underpin.

The underpin applies to you  
if you were:
•	 paying into the Scheme on 31 

March 2012 and,
•	 you were within 10 years of  

your NPA on 1 April 2012,
•	 you haven’t had a disqualifying 

break in service of more than  
5 years,

•	 you’ve not drawn any benefits  
in the LGPS before NPA and

•	 you leave with an immediate 
entitlement to benefits. 

LGPS Protections: Are you covered?

The underpin will not apply if you  
opt out of the scheme before your  
protected NPA (65) or before the 
scheme changed, and may not apply  
if you voluntarily draw benefits at a 
time when you would have required 
employer consent to do so under 
the pre 1 April 2014 scheme (normally  
pre age 60). If you are covered by 
the underpin, the Pensions Team will 
carry out the underpin check when 
you retire.

Rule of 85
The rule of 85 protects some or all 
of your benefits from early payment 
reduction. To have rule of 85  
protection you must have been a 
member of the LGPS on 30  
September 2006 and if your age  
at the date when your draw your 
pension plus your scheme  
membership (each in whole years) 
must add up to 85 years or more.

The only occasion where the  
protection does not automatically 
apply is if you choose to voluntarily 
draw your pension at or after age 55 
and before age 60.

If you would not satisfy the rule of 85 
before you are 65, then all your  
benefits would be reduced if  
withdrawn before your NPA. The  
reduction will be based on how 
many years before your NPA (age 
65 for pension built up to April 2014 
and before your SPA for pension 
built up from April 2014) you draw 
your benefits.

If you will be age 60 or over by 31 
March 2016 and choose to draw 
your pension between age 60 and 
your NPA, then the benefits you 
build up to 31 March 2016 will not 
be reduced.

But, if you qualify for the full rule of 
85 protection to 31 March 2016  
and you decide not to retire until 
after 31 March 2016, any benefits 
accrued on and from 1 April 2016 
will be reduced if you retire before 
your SPA.
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Shropshire Council is the  
Administering Authority for  
the Shropshire County Pension 
Fund and is registered with the  
Information Commissioner’s  
Office as a Data Controller. 

Your information is kept for the  
sole purpose of administering your 
pension. Your personal details are 
retained to establish any future  
entitlement to benefits. The Fund 
may pass certain details to a third 
party, where the third party is  
carrying out an administrative  
function of the Fund, or where we 
are legally obliged to do so.

To protect your personal  
information held electronically, 
Shropshire Council is registered 
under the Data Protection Act 1998. 
This allows you to check your details 
held by the Fund. If you wish to apply  
to access your data you should 
contact the Information Governance 
Team at Shropshire Council. 

For details ring:  
01743 252774 or 01743 252179 
Email:  
information.governance@shropshire.gov.uk  
Or visit the website at: 
www.shropshire.gov.uk/ 
access-to-information 

The Fund’s Actuary, Mercer, also  
acts as joint data controller with 
the Fund and have published  
information on how it handles 
your personal details on their 
website: http://goo.gl/NZoU96

How  
your personal 
information  
is used

What is the LGPS National 
Insurance Database?
Shropshire County Pension Fund 
will be participating in a data sharing 
exercise with other LGPS pension 
funds in England, Wales and Scotland.  
This is to help comply with legal  
requirements contained in the 
LGPS’s Regulations. 

If a member of the LGPS dies with 
an entitlement to a death grant, it is  
necessary for the scheme’s  
administrators to know if the  
individual also had other periods of  
LGPS membership elsewhere in the  
country so that the correct death 
benefits are paid out.

As the LGPS is locally administered,  
each pension fund has its own 
membership records and it can be  
difficult to tell if an individual has 
other LGPS records and if so where 
these are held. To comply with the 
requirements set out above, a  
National Insurance Database has 
been developed that will enable 
funds to check if their members 
have LGPS pensions records in 
other pension funds.

What data is shared?
For each member of the LGPS, 
the Database holds a short entry 
containing:
•	 The individual’s National  

Insurance number,
•	 A number to denote the  

individual’s membership status,
•	 The last calendar year that the 

membership status changed, and
•	 A four digit number confirming 

the LGPS pension fund where 
that member’s record is held.

Who hosts the Database?
The Database is hosted at the South 
Yorkshire Pensions Authority, an 
LGPS pension fund.

How will the data held on the 
Database be processed?
The data held on the Database will 
be processed in accordance with 
the Data Protection Act 1998 and 
other relevant legislation.

The Fund is also  
taking part in the National  
Insurance Database.  
Here’s how it affects you:

CONTINUED
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In the Summer 2015 Budget 
some announcements were made 
which could potentially impact 
the tax paid by an individual in 
the LGPS. There are two tax 
measures that could affect LGPS 
members; the Annual Allowance 
(AA) and the Lifetime Allowance 
(LTA).

Annual Allowance (AA)
The AA is currently set at £40,000 a 
year and is the maximum pension  
savings an individual can make, in 
any one year, before incurring a tax 
charge. From April 2016 a taper 
will come into force limiting the AA 
amount for some members.

How will the taper work? 
Broadly, anyone whose adjusted  
annual income, including their own 
and their employer’s pension  
contributions, is more than £150,000 
will be affected by the taper. But  
anyone whose annual income 
(excluding the value of any pension 
contributions) is £110,000 or less  
will not be subject to the taper  
regardless of their adjusted income. 

The taper will reduce the AA limit by 
£1 for every £2 of income received 
over £150,000, down to a minimum 
AA limit of £10,000. Any pension 
savings made in excess of an 
individual’s personalised AA limit 
will be subject to a tax charge at 
the individual’s marginal income tax 
rate. The facility to carry forward up 
to three years’ allowance will remain 
in force. 

Change in Pension Input Period 
For testing against the AA, benefits 
are valued over the ‘pension input 
period’ (PIP). The LGPS PIP is from 1 
April to 31 March. The budget  
announced that all pension schemes  
will be required to align their PIPs 
with the tax year. All current PIPs will  
end on the 8 July 2015 (the day of the  
Summer Budget) and a new PIP will 
run from 9 July 2015 to 5 April 2016.

Lifetime Allowance (LTA)
The LTA will reduce from £1.25m 
to £1m from 6 April 2016 and is the 
limit on total pension arrangements 
an individual can draw over their  
lifetime before incurring a tax charge.  
There will be two transitional  
protections introduced alongside the 
reduction for members with pension 
savings close to or exceeding £1m. 
They are:
•	 Fixed Protection 2016 
•	 Individual Protection 2016 

You will be able to apply for these new  
protections by using a new on-line 
self-service system which will be 
available from July 2016. The new 
self-service system is still being  
developed by HMRC and we will 
provide updates when this is available.  
See the Funds website for more 
information. 

If you think you might be affected 
by the changes brought about by 
the budget, you should contact 
HMRC. 

Contacting HMRC:
Telephone: 0300 200 3300
Write: HM Revenue and Customs, 
BX19 1AS. United Kingdom

The summer  
budget and the LGPS

Are there any other  
purposes that the Database 
will be used for?
An extract of the membership  
information contained in the Database  
will periodically be shared with the 
Department for Work and Pensions 
(DWP) so that the LGPS can join the 
Tell Us Once service. Tell Us Once 
is a service offered in most parts 
of the country when an individual 
registers a death. When the LGPS 
joins Tell Us Once and the death of 
an LGPS member is registered, the 
DWP systems will ensure that the 
LGPS pension fund is informed of 
the death, meaning that the member’s  
records can be processed quickly 
and simply.

Who is the data shared with?
Other LGPS pension funds. These 
are all public bodies named in  
legislation as administering  
authorities of the LGPS. For the Tell 
Us Once service, an extract of the 
Database containing individuals’ NI 
numbers will be securely shared 
with DWP every month so that they 
may maintain an up-to-date record 
of the LGPS’s membership.

How long will this data sharing 
be undertaken for?
For as long as: 

i. the relevant regulatory  
requirements remain, and 

ii. the LGPS participates in the Tell 
Us Once service.

In the event that neither of the above 
apply, the data sharing will cease to 
be undertaken.

Can I opt out of this  
data sharing?
No. As this data sharing is partly 
being undertaken to comply with a 
legal requirement, it is not possible 
for scheme members to opt out of 
the data sharing.

What if I have any queries?
To find out more about this data 
sharing or if you have any questions, 
please contact the Pensions Team. 

Continued...
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Considering  
topping up your  
retirement benefits? 

Thinking of flexible or early 
retirement? Don’t forget to 
check your employer’s policy! 

Under the LGPS Regulations, each 
Scheme employer must create,  
publish and keep under review a 
discretions policy outlining certain 
pension discretions they can exercise  
in relation to their employees. These 
discretions cover decisions such 
as, in what circumstances to agree 
flexible retirement or when to agree 
a request to increase benefits. 

Want to know what your  
employer’s policy is?  
Contact your employer or  
check out our website as we  
have published all the policies  
we have received.  
www.shropshirecountypensionfund.
co.uk/paying-in/ 
employers-discretions-policies/

Employers’  
discretion  
policies

You may have some spare cash and 
want to pay more into your pension or  
you may want to cover ‘lost pension’ 
as a result of a period of unpaid  
absence such as child related leave. 

Paying Additional Pension  
Contributions (APC’s) either  
regularly from your salary or as 
a lump sum (subject to minimum 
limits) will allow you to top up your 
pension and/or make up the lost 
pension from a period of absence. 
Further information on how to make 
APCs including links to a calculator 
can be found on our website. 

If you decide to cover ‘lost pension’ 
after a period of authorised absence,  
which resulted in reduced or no pay, 
and you make this election within 30 
days of returning to work, your  
employer covers two thirds of the 
cost. This is called Shared Cost 

Additional Pension Contributions 
(SCAPCs). In the case of lost  
Pension due to an unauthorised  
absence, for example, industrial 
action, your employer will not  
contribute towards the cost. For 
cases such as sickness absence 
your contributions are deemed as 
being paid. 

You can also pay Additional  
Voluntary Contributions (AVCs) 
with our in-house AVC provider,  
Prudential, who can be  
contacted on:  
0800 032 6674  

Or by visiting:  
www.pru.co.uk/rz/localgov/ 
england-wales/ 

Here’s what you need to know…
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Other News 

Exit payment cap – more  
regulations changes ahead?

The Government has confirmed that 
it plans to introduce a cap to exit 
payments made to employees of 
public sector bodies as part of the 
Enterprise Bill. The proposed cap of 
£95k would cover the total value of 
exit payments (before tax) made by 
an employer and will cover all forms 
of exit payments including additional 
paid leave, the strain cost of early 
payment of pension and redundancy 
payments. It is proposed to exclude 
any payments in respect of death or 
ill health retirements. The introduction  
of the cap will potentially have a 
major impact for some individuals 
in the LGPS, as there is a statutory 
requirement for employers to pay 
immediate and unreduced benefits, 
as a result of redundancy to  
members over the age of 55. At the 
time of going to press the Fund is 
still waiting on further information 
from the Government as to how 
this will be implemented. Further 
information will be published on our 
website once it is known.

NEWS

The Shropshire County Pension 
Fund receives requests each year 
from members for information 
regarding their pension benefits, 
particularly when planning for 
retirement. 

We are therefore supporting  
pre-retirement courses run by a 
company called Affinity Connect, to 
assist scheme members in preparing  
for the changes which take place 
at retirement. The one day courses 
provide a comprehensive range of 
practical information that address 
the issues and concerns you may 
have.

Who should attend?
Anyone considering leaving  
employment on normal, early or  
ill-health retirement, or taking  
flexible retirement, within the next 
year or two. 

Aim 
To encourage a positive and  
realistic approach to retirement and 
to help you decide when you would 
like to retire. 

Pre-retirement courses

If you are interested in  
attending the Fund has  
organised the pre-retirement 
courses on the following 
dates:

Tuesday 19th January 2016
The Shirehall, Abbey Foregate, 
Shrewsbury, SY2 6ND

Monday 14th March 2016
The Shirehall, Abbey Foregate, 
Shrewsbury, SY2 6ND

Monday 18th April 2016
Addenbrooke House, Ironmaster’s 
Way, Telford, TF3 4NT

Places are limited therefore it 
is essential you book a place if 
you wish to attend. Partners are 
welcome. 

To book a place email:  
bookings@affinityconnect.org
Or phone: 01275 461 970  
(select option 1)



PENSION UPDATE JANUARY 2016 : SHROPSHIRE COUNTY PENSION FUND 8

From April 2016, the government 
is removing the National Insurance 
(NI) contribution rebate for all 
contracted out pension schemes 
like the Local Government Pen-
sion Scheme (LGPS). This means 
that the LGPS will no longer after 
that date be a Contracted-Out 
Scheme.

What does this mean  
for LGPS members?
Members who pay NI contributions 
will be contributing towards the Basic  
State Pension but are contracted  
out of the additional State Pension 
known as SERPS or State Second 
Pension (S2P). Currently, LGPS 
members receive a rebate for this 
part of NI contributions. However 
from April 2016, all current LGPS 
members will no longer receive 
this rebate and will see a rise in NI 
contributions of around 1.4% from 
this date. The government is also 
introducing a new single tier State 
Pension from April 2016. 

Contracted-out Pension  
Equivalent 
From November 2015, the  
Department of Work and Pensions 
(DWP) are including a Contracted-out  
Pension Equivalent (COPE) amount 
within State Pension statements. 
This is to help people, who have 
been contracted-out, understand 
why they may not be entitled to the 
full amount of the Single Tier State 
Pension.  

As an LGPS member who will be 
contracted-out until April 2016, you 
will receive a pension through the 
LGPS. Please note your pension 
from the LGPS may be more or less 
than the COPE amount shown on 
the statement. The COPE will be 
based on all periods of contracted 
out service but if you have been a 
member of more than one  
contracted out scheme your state 
will not show a breakdown.  

For more information see our  
website for FAQs. 

SHROPSHIRE COUNTY
PENSION FUND

Contacting the Pensions Team

01743 252130

pensions@shropshire.gov.uk

www.shropshirecountypensionfund.co.uk

Shropshire County Pension Fund, 
Shirehall, Abbey Foregate,  
Shrewsbury,  
SY2 6ND

The Removal of 
Contracting Out

Automatic Enrolment –  
will you be affected?

The Department for Work and 
Pensions (DWP) has successfully 
introduced Automatic Enrolment 
to workplace pensions for large 
and medium-sized employers, 
who account for around 20 million 
workers, according to a report 
from the National Audit Office. 

The Government continues to face 
significant challenges, however, as a 
further 1.8 million smaller employers 
are required to enrol their eligible 
jobholders by 2018. 

You may have seen in newspapers 
and in adverts the ‘workie’. This 
campaign is part of DWPs drive to 
promote the responsibility employers  
have to offer a workplace pension.  

For local authority pension funds 
many larger employers (County and 
District Councils) will be re-enrolling 
their employees to the Local  
Government Pension Scheme 
(LGPS) or if they delayed the  
introduction of Automatic Enrolment, 
enrolling them for the first time.

For many existing members of the 
LGPS you probably won’t notice a 
difference but for some members 
you may. Here are some examples:

“I am currently contributing to the 
50 / 50 scheme” 
Your employer will notify you that 
from the re-enrolment staging date 
you will be enrolled back to the 
main scheme and that you have the 
option to continue or rejoin the 50 / 
50 scheme by completing another 
election form. 

“I have more than one employment  
and have chosen not to pay into 
the LGPS in some of these posts”
Your employer will notify you that 
from the re-enrolment staging date 
you will be enrolled in to the LGPS in 
the posts in which you have previously  
chosen not to pay contributions. If  
you do not want to contribute in these  
posts you can again opt out by 
completing the necessary form(s).

If you have any questions concerning  
Automatic Enrolment and how it 
affects you, please contact your 
employer who is responsible for 
ensuring it takes place.
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TRAINING REQUIREMENTS

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

1. Summary
The report provides Pension Committee members with an update on 
the Training arrangements in place within the Fund and introduces a 
new Training Policy for approval. This report also covers the training 
received by Pension Board Members since its introduction on 1 April 
2015. 

2.            Recommendations 
 The Committee is asked to approve, with or without comment, 

the Training Policy, Appendix A.
 The Committee are asked to consider completing the Pensions 

Regulators eLearning programme. 
 The Committee are asked to note the training undertaken so far 

by the Pension Board, Appendix D. 
 The Committee are asked to consider the Pension Regulators 

Survey. A summary of results can be found in, Appendix E and 
a full report in, Appendix F. 

REPORT

3. Risk Assessment and Opportunities Appraisal

3.1 Risk Management 
By ensuring the guidance and legislation mentioned in this report is 
followed and adhered to risks to the Fund are minimised. 

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
The Pensions Regulator Code should be adhered to which may incur 
costs. Any financial implications regarding the cost of training will be 
managed to a minimum and will be met by the Fund. 

mailto:debbie.sharp@shropshire.gov.uk
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4.          Training Policy

4.1 Pension Committee Members are asked to approve with or without 
comment the Training Policy, Appendix A. The policy has been 
established with the aim of ensuring that the Shropshire County 
Pension Fund is managed by individuals who have the appropriate 
levels of knowledge and skills. Included within the Policy is the 
knowledge and skills requirements for the Pensions Board Members 
and how these requirements are to be met. The Pension Boards’ 
responsibilities are a statutory requirement set out in the Public Service 
Pensions Act 2013;

PSPA13 Regulation 5. Pension board
(1)Scheme regulations for a scheme under section 1 must provide for 
the establishment of a board with responsibility for assisting the 
scheme manager (or each scheme manager) in relation to the following 
matters.
(2)Those matters are—
(a)securing compliance with the scheme regulations and other 
legislation relating to the governance and administration of the scheme 
and any statutory pension scheme that is connected with it;
(b)securing compliance with requirements imposed in relation to the 
scheme and any connected scheme by the Pensions Regulator;
(c)such other matters as the scheme regulations may specify.

4.2 The Public Service Pensions Act 2013 can be read in full here: 
http://www.legislation.gov.uk/ukpga/2013/25/introduction

4.3 To help meet this statutory requirement the Pensions Regulator’s Code 
of Practice 14: Governance and administration of public service 
pension schemes states in paragraphs 34-35 that: A member of the 
Pensions Board of a public sector pension scheme must be conversant 
with the rules of the scheme, any document recording policy about the 
administration of the scheme which is for the time being adopted in 
relation to the scheme and must also have a knowledge and 
understanding of the law relating to pensions, and any other matters 
which are prescribed in regulations. 

4.4 The Training Policy sets out the tools to be used by the Fund to meet 
its training responsibilities. Reference within the Training Policy is 
made to the Chartered Institute of Public Finance and Accountancy 
(CIPFA) knowledge and skills framework. For reference the full CIPFA 
document can be found in, Appendix B. 

4.5 CIPFA identifies eight core areas of technical knowledge and skills for 
those working in public sector pension’s finance. They are:

 Pensions Legislation 
 Public Sector Pensions Governance 
 Pensions Administration

http://www.legislation.gov.uk/ukpga/2013/25/introduction
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 Pensions Accounting and Auditing Standards
 Financial services procurement and relationship management
 Investment performance and risk management
 Financial Markets and Product Knowledge
 Actuarial methods, Standards and Practices

4.6 The Funds Training Policy has a knowledge matrix based on the eight 
core areas shown above. The matrix identifies the level of knowledge 
required for Officers, Pension Committee Members and Pension Board 
Members and will assist the Fund when organising the training 
required. To achieve the objectives set out in the Training Policy, a 
training needs assessment, measured against the framework 
standards will be undertaken for members of the Pensions Board.  A 
similar assessment may also need to be undertaken for Pensions 
Committee Members and Officers. The assessment will enable the 
Fund to understand the training required and create a learning 
programme based on the priority areas. Each Pension Board Member 
will complete the competency self-assessment matrix found in, 
Appendix C. 

5. The Pensions Regulator (TPR) eLearning programme 

5.1 The regulator has provided an e-learning programme to help meet the learning 
needs of individuals involved in Public Sector Pensions. Pension Board 
members were required to undertake the eLearning programme and all staff in 
the Pension and Treasury Team have completed the programme. The 
programme is in line with the TPR’s Code of Practice and it; 

 Covers the type and degree of knowledge and understanding 
required;

 reflects the legal requirements, and 
 is delivered within an appropriate timescale. 

5.2 The e-learning programme is accessed via the Regulator’s website: 
https://trusteetoolkit.thepensionsregulator.gov.uk/ 

The ‘Public Sector Toolkit’ provides a set of seven modules covering 
the key themes in the Code of Practice on governance and 
administration of public service schemes.  Each module has an 
interactive tutorial and test which when completed assesses the 
understanding of each module. The practical examples and check lists 
for each Fund are particularly useful.  Tutorials and assessments can 
be left mid – way through and then returned to later. 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
 Reporting breaches of the law

https://trusteetoolkit.thepensionsregulator.gov.uk/
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The Committee are asked to consider completing the Pensions 
Regulators eLearning programme. The Regulator suggests each 
module’s tutorial should take no more than 30 minutes to complete. 

5.3 On completion of each module a PDF certificate is provided and this 
should be downloaded and forwarded to the Pensions Communications 
Officer rebecca.purfit@shropshire.gov.uk to record on file. 

      6. Pensions Board Training Summary 

6.1 All four members of the Pension Board have attended training or 
meetings run by the Fund since the Board was set up on the 1 April 
2015. The training undertaken so far for each individual member can 
be found in the Training Summary, Appendix D. The purpose of the 
Training Summary is to record the training attended by each Pension 
Board Member. A similar training matrix has been developed for 
officers and will be kept for Committee members.  

      7. The Pensions Regulators Survey

7.1 Between July and September 2015, the Pensions Regulator conducted 
a survey of all public service schemes to baseline the standard to 
which they are being run. In December 2015, the results from the 
survey were published and the summary of the findings can be found 
in, Appendix E and the full report in, Appendix F. From the summary 
of results it is implied that in the next year the TPRs focus will be 
addressing three areas it judges to be of greatest risk. These are; 
internal controls, scheme record keeping and the provision of accurate 
communication. 

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

Cabinet Member (Portfolio Holder)
NA

Local Member
NA

Appendices
Appendix A – Training Policy
Appendix B – CIPFA Knowledge and Skills document 
Appendix C -  Competency Self-Assessment Matrix 
Appendix D – Training Summary
Appendix E – Summary of survey results
Appendix F – Survey full report 

mailto:rebecca.purfit@shropshire.gov.uk
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Introduction
This is the Training Policy of the Shropshire County Pension Fund, which is 
managed and administered by Shropshire Council. The Training Policy is 
established to aid all to whom this Policy applies in having the sufficient knowledge 
and understanding ensuring that all decisions, actions and other activities are carried 
out in an informed and appropriate way. This means that advice and guidance from 
external bodies can be challenged and tested appropriately and that the Funds 
operational and strategic direction is in accordance with best practice and guidance.  
The Training Policy has the ultimate aim of ensuring that the Shropshire County 
Pension Fund is managed by individuals who have the appropriate levels of 
knowledge and skills.

Aims and objectives
Shropshire Council recognises the importance of its role as Administering Authority 
to the Shropshire County Pension Fund on behalf of its stakeholders which include: 

• Over 40,000 current and former members of the Fund 
• Over 140 employers 

In relation to training, the Administering Authority's objectives are to ensure that: 

• Those persons charged with the financial management and decision-making 
with regard to the LGPS Fund are fully equipped with the knowledge and skills 
required to discharge the duties and responsibilities allocated to them; 

• Those persons responsible for the day-to-day administration and running of 
the Fund are appropriately equipped with the knowledge and skills required to 
discharge their duties and responsibilities in relation to the Fund; 

• Those persons responsible for providing governance and assurance of the 
Fund have sufficient expertise to be able to evaluate and challenge the advice 
they receive, to ensure their decisions are robust and soundly based, and to 
manage any potential conflicts of interest

All to whom this Policy applies are expected to continually demonstrate their own 
personal commitment to training and to ensuring that these objectives are met. 

To assist in achieving these objectives, the Fund will aim to comply with: 

• The Chartered Institute of Public Finance and Accountancy (CIPFA) 
knowledge and skills frameworks; 

• Section 248a of the Pensions Act 2004 (as amended by the knowledge and 
skills requirements of the Public Service Pensions Act 2013; 

• The Pensions Regulator's (TPR) Code of Practice No 14, Governance and 
Administration of Public Service Pension Schemes 2015 

By adhering to a Training Policy the Fund will be able to demonstrate a high level of 
governance and standards, and report against peer group Funds in the Scheme 
Advisory Board KPI program. 

To whom this Policy applies 
This Training Policy applies to all individuals that take on a decision making, scrutiny 
or oversight role in the Fund. This includes:
• Officers of the administering authority involved in the management and 

administration of the Fund
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• Members of the Pension Fund committee, including scheme member and 
employer representatives

• Members of the pension board, including scheme member and employer 
representatives. 

CIPFA knowledge and skills framework
The CIPFA knowledge and skills framework identifies eight areas of knowledge and 
skills as the core technical requirements for those working in public sector pensions 
finance. They are:
• Pensions legislation
• Public sector pensions governance 
• Pensions administration
• Pensions accounting and auditing standards 
• Financial services procurement and relationship management
• Investment performance and risk management 
• Financial markets and product knowledge
• Actuarial methods, standards and practices

James Walton (Head of Finance, Governance & Assurance (s151 Officer & Scheme 
Administrator) at Shropshire Council is the Fund’s designated named individual 
responsible for ensuring that the this Training Policy is implemented. This is in line 
with principle five of the CIPFA Code of Practice on Public Sector Pensions Finance 
Knowledge.

Shropshire County Pension Fund Training Plan 
The Fund recognises the importance of training in ensuring pension fund committee 
members, pension board members and officers attain, and then maintain, the 
relevant knowledge and skills. 

The Funds approach to training will be supportive with the intention of providing 
pension fund committee members, pension board members and officers with regular 
sessions that will contribute to their level of skills and knowledge. The Fund will 
develop a rolling Training Plan, which takes account of the following: 

Individual training needs 
A training needs analysis will be developed for committee members, pension board 
members and officers to identify the key areas in which training is required. This 
evaluation will be undertaken on an annual basis. Training on the identified areas will 
be provided as necessary and on an ongoing refresher basis.

Topic based training 
The need for appropriately timed training in relation to current topics, such as when 
decisions are required in relation to complex issues or in new areas not previously 
considered will be provided as required. 

General awareness 
There is an expectation on those to which this policy applies that they should 
maintain a reasonable knowledge of ongoing developments and current issues, and 
have a good level of general awareness of pension related matters appropriate for 
their roles. 
 
How training will be provided
Training will be delivered through a variety of methods including: 
• in-house training days provided by officers and/or external providers; 
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• shared training with other LGPS Funds or framework arrangements 
• training at meetings (e.g. committee or pension board) provided by officers 

and/or external advisers; 
• external training events, such as those organised by the Local Government 

Association (LGA), CIPFA, or Pensions and Lifetime Saving Association  
(PLSA), previously NAPF. 

• attendance at seminars and conferences offered by industry-wide bodies, 
such as those organised by the LGA, LGC Pension Investment Seminars, 
CIPFA, Local Authority Pension Fund Forum or PLSA 

• circulation of reading material, including Fund committee reports and minutes 
from attendance at seminars and conferences; 

• attendance at meetings and events with the Fund's investment managers and 
advisors 

• links to on-line training such as that provided by the TPR; 
• the Funds website www.shropshirecountypensionfund.co.uk and national 

LGPS websites where Scheme information is available. 
• fund policies and documents such as the Annual Report and the Governance 

Compliance Statement 

Induction process
An evaluation will be undertaken in the form of a short self-assessment 
questionnaire to develop an appropriate individual training plan.

Monitoring knowledge and skills 
In order to identify whether the objectives of this policy are being met, the fund will 
maintain a training log which records attendance at training and compare this to the 
Training Plan.

Key risks
The key risks to the delivery of this Policy are outlined below. The pension fund 
committee members, with the assistance of the Pension Board and Officers, will 
monitor these and other key risks and consider how to respond to them. 

• Changes to the committee and/or pension board membership and/or officer’s 
potentially diminishing knowledge and understanding. 

• Poor attendance and/or a lack of engagement at training and/or formal 
meetings by committee members, pension board members and/or other 
officers resulting in a poor standard of decision making, administration and/or 
monitoring. 

• Insufficient resources being available to deliver or arrange the required 
training. 

• The quality of advice or training provided not being of an acceptable standard. 

Success measures
Knowledge gaps will be identified in annual assessment with success measured 
against the previous year and whether the knowledge gap has been fulfilled.  A 
training log which records attendance at training throughout the year will also be 
kept.  

Reporting 
A report will be presented to the committee and the pension board on an annual 
basis setting out: 
• the training provided/attended in the previous year at an individual level; 
• commentary on how this compares to the Training Plan; and 

http://www.shropshirecountypensionfund.co.uk/
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• any actions required, such as a review of the Training Plan. 

This information will also be included in the Fund’s Annual Report and Accounts.
The Funds committee members and pension board members will be provided with 
details of forthcoming seminars, conferences and other relevant training events. 

Costs 
Where there is a cost involved in providing the training this will be met directly by the 
Fund. However, Investment Managers and some of the training events are provided 
at no cost. 

Degree of knowledge and understanding required 
To ensure all individuals to whom this policy applies work towards what is required a 
knowledge matrix has been developed, shown below. The matrix determines the 
level of knowledge required of the eight core technical areas highlighted by the 
CIPFA guidance for officers, committee and the pension board. The core areas listed 
below have been identified as the key skills that lie at the core in the training for 
those involved in public sector pension’s finance. The knowledge matrix is not 
exhaustive and other technical or non-pensions related skills will be identified on an 
individual basis within job descriptions or via annual assessment. 

Knowledge Matrix
Core technical area Officers (Job 

description)
Pensions
Committee

Pension Board

Pensions Legislation 
LGPS Regulations

C BK BK
C*

Public Sector Pensions 
Governance 

C BK C*

Pensions Administration E BK C*

Pensions Accounting and Auditing 
Standards

E C C

Financial services procurement 
and relationship management

E C BK

Investment performance and risk 
management

E C BK

Financial Markets and Product 
Knowledge

C C BK

Actuarial methods, Standards and 
Practices

C C BK

BK = Basic knowledge 
C   = Conversant (i.e. working knowledge) 
E    = Expert  
*Statutory requirement (Paragraphs 34-36 of the Pensions Regulator’s Code of 
Practice state that: A member of the Pensions Board of a public sector pension 
scheme must be conversant with the rules of the scheme, any document recording 
policy about the administration of the scheme which is for the time being adopted in 
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relation to the scheme and must also have a knowledge and understanding of the 
law relating)

Further information 
For further information about anything in or related to in this policy please contact:
Rebecca Purfit, Communications Officer, Pension Services, Shropshire County 
Pension Fund, Shirehall, Abbey Foregate, Shrewsbury, SY2 6ND

Telephone: 01743 254457 Email: rebecca.purfit@shropshire.gov.uk 

mailto:rebecca.purfit@shropshire.gov.uk
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accountancy firms, and in other bodies where public money needs to be effectively and efficiently managed. 
As the world’s only professional accountancy body to specialise in public services, CIPFA’s qualifications are the 
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experience and insight into clear advice and practical services. Globally, CIPFA shows the way in public finance 
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1. Purpose, Scope  
and Status of  
this Guidance

PURPOSE
1.1 A great deal of work has been done in recent years to address the provision of training to 

those who are involved in the administration of public service pension schemes. However in 
the absence of any detailed definition of what knowledge and skills are actually required to 
carry out a particular role, it is difficult to ascertain whether training is truly effective.

1.2 In an attempt to ensure that training can be delivered efficiently and effectively by 
identifying and focusing on the key knowledge areas, in recent years CIPFA has developed, 
with the assistance of expert practitioners, frameworks covering the knowledge and skills 
requirements for officers and elected members/non-executives involved in the administration 
of public service pension schemes.

1.3 The proposals in this publication are intended to further promote good governance in public 
service pension schemes’ pension boards by extending these frameworks to cover the training 
and development of their board members. The objective is to improve knowledge and skills 
in all the relevant areas of activity of a pension board and assist board members in achieving 
the degree of knowledge appropriate for the purposes of enabling the individual to properly 
exercise the functions of a member of the pension board as required under Section 248a of 
the Pensions Act 20041, as amended by the Public Service Pensions Act 2013.

1.  Section 248a of the Pensions Act 2004 sets out the following:

Requirement for knowledge and understanding: pension boards of public service pension schemes

(1) This section applies to every individual who is a member of the pension board of a public service 
pension scheme. 

(2) An individual to whom this section applies must be conversant with— .

(a) the rules of the scheme, and 

(b) any document recording policy about the administration of the scheme which is for the time 
being adopted in relation to the scheme. 

(3) An individual to whom this section applies must have knowledge and understanding of— .

(a) the law relating to pensions, and 

(b) such other matters as may be prescribed. 

(4) The degree of knowledge and understanding required by subsection (3) is that appropriate for the 
purposes of enabling the individual properly to exercise the functions of a member of the pension 
board.
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1.4 This guidance is intended to complement the Pensions Regulator’s Code of Practice No 
14: Governance and Administration of Public Service Pension Schemes (2015)2. The Code 
of Practice No 14 sets out the fact that the law requires, amongst other things, that local 
pension board members be conversant with the rules of the scheme and documents relating 
to its administration. Additionally, in the context of the Local Government Pension Scheme 
(LGPS) in particular, this will bring board members into contact with matters relating to 
investments, actuarial valuations, third party provision, scheme assurance, accounting and 
auditing3. This guidance therefore focusses on those areas by expanding on the specifics of 
the knowledge and skills requirements associated with public service pension schemes in 
general and the LGPS in particular, and assisting both scheme managers and pension board 
members in discharging their responsibilities as set out in the Pensions Regulator’s Code of 
Practice No 14 insofar as they apply to knowledge and skills (a summary of the respective 
responsibilities of board members and the scheme manager can be found at Annex A). 

SCOPE
1.5 The guidance is set in the context of LGPS pension boards in England and Wales but pension 

boards in other sectors and jurisdictions may find the frameworks of use in determining their 
own training programmes for pension board members. 

2. www.thepensionsregulator.gov.uk/docs/code-14-public-service.pdf

3. The Pensions Regulator’s Code of Practice 14: Governance and Administration of Public Service 
Pension Schemes states in paragraphs 42 to 44: 

‘For pension board members of funded pension schemes, documents which record policy about the 
administration of the scheme will include those relating to funding and investment matters. For 
example, where relevant they must be conversant with the statement of investment principles and the 
funding strategy statement.

Pension board members must also be conversant with any other documented policies relating to the 
administration of the scheme. For example, where applicable, they must be conversant with policies 
relating to:

 � the contribution rate or amount (or the range/variability where there is no one single rate or 
amount) payable by employers participating in the scheme

 � statements of assurance (for example, assurance reports from administrators)

 � third party contracts and service level agreements

 � stewardship reports from outsourced service providers (for example, those performing outsourced 
activities such as scheme administration), including about compliance issues

 � scheme annual reports and accounts

 � accounting requirements relevant to the scheme

 � audit reports, including from outsourced service providers, and

 � other scheme-specific governance documents.’

http://www.thepensionsregulator.gov.uk/docs/code-14-public-service.pdf
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1.6 The framework is intended to have two primary uses: 

 � as a tool for scheme managers in meeting the Pensions Regulator’s Code of Practice 
No 14 which states that scheme managers should ‘establish and maintain policies and 
arrangements for acquiring and retaining knowledge and understanding to support their 
pension board members’ 

 � as an assessment tool for individuals to measure their progress and plan their 
development in order to ensure that they have the appropriate degree of knowledge and 
understanding to enable them to properly exercise their functions as a member of a 
pension board.

1.7 The framework is intended to apply to all pension board members. However, it has 
been designed so that organisations and individuals can tailor it to their own particular 
circumstances.

1.8 In addition, in recognition of the more onerous roles of chairs, the framework also includes a 
specimen role specification for the chair of a pension board (see the example at Annex B).

STATUS
1.9 In 2013, CIPFA issued a Code of Practice on Public Sector Pensions Finance Knowledge and 

Skills. 

1.10 The Code of Practice on Public Sector Pensions Finance Knowledge and Skills is underpinned 
by five key principles:

1. Organisations responsible for the financial administration of public sector pension 
schemes recognise that effective financial management, decision-making, governance 
and other aspects of the financial administration of public sector pension schemes can 
only be achieved where those involved have the requisite knowledge and skills.

2. Organisations have the necessary resources in place to acquire and retain the necessary 
public sector pension scheme finance knowledge and skills.

3. Organisations have in place formal and comprehensive objectives, policies and practices, 
strategies and reporting arrangements for the effective acquisition and retention of 
public sector pension scheme finance knowledge and skills for those in the organisation 
responsible for financial administration, scheme governance and decision-making.

4. The associated policies and practices are guided by reference to a comprehensive 
framework of knowledge and skills requirements such as that set down in the CIPFA 
Pensions Finance Knowledge and Skills Frameworks.

5. The organisation has designated a named individual4 to be responsible for ensuring that 
policies are implemented.

1.11 In setting out the Code of Practice on Public Sector Pensions Finance Knowledge and Skills, 
the Institute stated that ‘this Code of Practice applies to all individuals that take on a 

4. The officer in question should be the senior officer responsible for the financial administration of the 
pension scheme. In the case of the LGPS, this would usually be the chief financial officer; in the NHS, 
for example, it would be the accounting officer.
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decision-making, scrutiny or oversight role. This includes (where relevant to the governance 
structures employed in the management of the LGPS):

 � officers of the administering authority

 � elected members of the administering authority

 � employer representatives

 � member-nominated representatives

 � pensioner representatives

 � co-opted members

 � independent advisors

 � internal auditors and audit committee members

 � any other individuals involved in a decision-making, scrutiny or oversight role.

The requirements will also apply to the members of local pension boards as set out in section 
5 of the Public Service Pensions Bill, as and when such boards are established.’

1.12 It is therefore the professional responsibility of the named individual referred to under 
principle 5 above to establish and maintain policies and arrangements for acquiring and 
retaining knowledge and skills to support their pension board members. This professional 
requirement is in line with the Pensions Regulator’s Code of Practice No 14 as set out in 
paragraph 38 of that Code5. 

1.13 This guidance is offered as good practice in line with the previous CIPFA Pensions Finance 
Knowledge and Skills Frameworks, and is intended to assist practitioners in meeting their 
responsibilities under CIPFA’s Code of Practice on Public Sector Pensions Finance Knowledge 
and Skills (2013), particularly principle 4.

5. Paragraph 38 of the Pensions Regulator’s Code of Practice No 14 states: 

 ‘Schemes should establish and maintain policies and arrangements for acquiring and retaining 
knowledge and understanding to support their pension board members. Schemes should designate a 
person to take responsibility for ensuring that a framework is developed and implemented.’
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2. Policy and Legislative 
Background

2.1 On 1 April 2015, the governance structure of the LGPS fundamentally changed as a result 
of new governance requirements introduced by The Local Government Pension Scheme 
(Amendment) (Governance) Regulations 2015.

2.2 These changes have their origins in the final recommendations of the Independent Public 
Service Pensions Commission (IPSPC) chaired by Lord Hutton of Furness. In June 2010 the 
IPSPC was formed to undertake a fundamental structural review of public service pension 
provision and to make recommendations to the chancellor and chief secretary on future 
pension arrangements. The IPSPC produced an interim report in October 2010 and a final 
report in March 20116. 

2.3 In the final report, the Commission concluded that (page 126):

‘scheme members in all the public services should be able to nominate persons to pension 
boards and committees along similar lines to the rights of members in the private sector 
to nominate persons to sit on boards of trustees. Pension boards should therefore include 
independent professionals and scheme members in similar proportions as apply in the 
private sector to boards of trustees. It is also very important that as well as the “lay persons” 
there are also independent members, usually professionally trained and with experience of 
the pensions environment.’ 

2.4 The Commission went on to make the following recommendation:

‘Every public service pension scheme (and individual LGPS fund) should have a properly 
constituted, trained and competent pension board, with member nominees, responsible for 
meeting good standards of governance, including effective and efficient administration 
(recommendation 17a).’

2.5 The Commission’s recommendation was taken forward in the drafting of the Public Service 
Pensions Bill (subsequently the Public Service Pensions Act 2013). 

2.6 Under Regulation 5 of the Public Service Pensions Act 2013, the responsible authority7 for 
each public service pension scheme established under the 2013 Act is required to make 

6. www.gov.uk/government/uploads/system/uploads/attachment_data/file/207720/hutton_
final_100311.pdf

7. The “responsible authority” for each public service pension scheme is defined in Regulation 2 of 
the Public Service Pensions Act 2013 as ‘the person who may make scheme regulations.’ For local 
government in England and Wales, this is set out in Schedule 2 of the Act as the secretary of state 
(DCLG).

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/207720/hutton_final_100311.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/207720/hutton_final_100311.pdf


LOCAL PENSION BOARDS: A TECHNICAL KNOWLEDGE AND SKILLS FRAMEWORK

Page 6

provision in scheme regulations that requires each pension scheme manager8 to establish a 
pension board to assist the scheme manager in relation to the following:

‘(a)  securing compliance with the scheme regulations and other legislation relating to the 
governance and administration of the scheme and any statutory pension scheme that is 
connected with it;

(b)  securing compliance with requirements imposed in relation to the scheme and any 
connected scheme by the Pensions Regulator;

(c)  such other matters as the scheme regulations may specify.’

2.7 Regulation 5 further directs that the scheme manager must include within its own scheme 
regulations provisions that require the scheme manager:

‘(i)  to be satisfied that a person to be appointed as a member of the board does not have a 
conflict of interest, and

(ii)  to be satisfied from time to time that none of the members of the board has a conflict of 
interest;

(iii)  ensure that a member of the board, or a person proposed to be appointed as a member 
of the board, be able to provide the scheme manager with such information as the 
scheme manager reasonably requires for the purposes of provision under the above;

(iv) ensure that the board include employer representatives and scheme member 
representatives in equal numbers.’

2.8 As required under Regulation 5, the Department for Communities and Local Government 
(DCLG) laid an amendment to the Local Government Pension Scheme Regulations 2013 on 
28 January 2015, setting out the arrangements for establishing pension boards in the LGPS9. 
The relevant Regulations (Regulations 105 to 109 of the Local Government Pension Scheme 
Regulations 2013 (as amended) are reproduced in full at Annex C for ease of reference. 

2.9 A working group of the Shadow LGPS Scheme Advisory Board Governance and Standards Sub-
committee has produced detailed guidance to scheme managers (administering authorities) 
to assist them in establishing local pension boards. This guidance can be found at www.
lgpsboard.org/index.php/about-the-board/board-guidance

 

8. Regulation 4 of the Public Service Pensions Act 2013 requires that public service pension schemes 
established under this Act (such as the LGPS from 1 April 2014) set out in scheme regulations who will 
be responsible for managing or administering the scheme. In the case of the LGPS, Regulation 53 of 
the Local Government Pension Scheme Regulations 2013 sets out that each administering authority is 
designated the “scheme manager” for their fund. 

9. The Local Government Pension Scheme (Amendment) (Governance) Regulations 2015.

http://www.lgpsboard.org/index.php/about-the-board/board-guidance
http://www.lgpsboard.org/index.php/about-the-board/board-guidance
http://www.legislation.gov.uk/uksi/2015/57/pdfs/uksi_20150057_en.pdf
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3. Key Skills

3.1 The CIPFA Pensions Panel, with input from technical specialists covering each element of 
the skills matrix, has identified the key skills that lie at the core of successful public sector 
pension scheme administration.

SCOPE OF THE FRAMEWORK
3.2 Due to the complexity of pensions administration, these skill sets extend across several 

disciplines from accountancy and audit into areas of investment and actuarial finance, as 
well as knowledge of the legislative and governance environment. In total there are eight 
areas of knowledge and skills that have been identified as the core technical requirements for 
those working in public sector pensions finance. They are:

 � pensions legislation

 � public sector pensions governance

 � pensions administration

 � pensions accounting and auditing standards

 � financial services procurement and relationship management

 � investment performance and risk management

 � financial markets and product knowledge

 � actuarial methods, standards and practices.

These are expanded upon below.

3.3 The Institute recognises that there will of course be other technical (non-pensions related) 
and “softer” skills required in order to be competent in the role of a pension board member 
and Regulation 107 of the Local Government Pension Scheme Regulations 2013 (as amended) 
makes specific reference to board appointees having the “capacity” to undertake the role. 
Whilst the Regulations do not define “capacity” in this context, the guidance referred to at 
paragraph 2.9 takes this to mean that board members should have ‘time to commit to attend 
meetings, undertake training and effectively represent employers and (scheme) members 
(as appropriate).’ The “soft” skills implied here are considered to be outside the scope of this 
framework but should also be considered when determining the ability of pension board 
members to effectively discharge their duties.

PENSIONS LEGISLATION
3.4 The pensions landscape is characterised by a complex legislative framework. In addition to 

the legislation of individual schemes, there are industry-wide statutes that apply in whole 
or in part to public sector schemes, including the way in which schemes interact with state 
pensions, the tax system, the Pensions Regulator etc.
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3.5 A knowledge of this framework and the way in which it impacts upon the operations of 
individual schemes is key to understanding the context within which public sector pension 
schemes operate and the statutory obligations they are required to discharge.

PUBLIC SECTOR PENSIONS GOVERNANCE
3.6 On 1 April 2015, the governance structure that surrounds public sector pension schemes 

changed significantly. The Public Service Pensions Act 2013 has introduced new bodies 
and relationships into what, in the LGPS in particular, was an already complex governance 
network.

3.7 Understanding how the pension board interacts with the other elements of this governance 
structure – the administering authority, the Scheme Advisory Board, the responsible authority 
(eg DCLG), the Pensions Regulator etc – and the various roles and responsibilities of those 
bodies is critical to the success of the board. 

3.8 Also of key importance is a knowledge of the governance frameworks that apply within the 
wider pensions industry (such as the Myners principles and the UK Stewardship Code (FRC, 
2010)); within individual schemes (such as the LGPS governance statement requirements); 
and within the organisations that administer the schemes (for example Delivering Good 
Governance in Local Government: Framework (CIPFA, 2007)).

PENSIONS ADMINISTRATION
3.9 Pensions administration is perhaps the most highly regulated area of the LGPS. Administering 

scheme benefits, contributions and other transactions is highly complex and is governed by 
extensive scheme regulations, as well as industry-wide requirements on disclosure, record-
keeping, data maintenance, dispute resolution etc.

3.10 Understanding these requirements and assisting the administering authority to ensure 
compliance with the various regulations, standards and codes is a key role of the pensions 
board, which makes pensions administration a key strand of the knowledge and skills 
framework. 

PENSIONS ACCOUNTING AND AUDITING STANDARDS
3.11 The way in which pension schemes are accounted for, both as a scheme and by the 

sponsoring employer(s), plays a significant part in the knowledge and skills framework. The 
accounting requirements and associated disclosures are complex and involve a large actuarial 
element. Consequently this demands an understanding of the regime in order to comply 
with the requirements and to communicate the requirements and their implications both 
internally and externally.

3.12 In addition, both internal and external auditors play a significant role in assuring that the 
administering authority complies with statutory requirements. Understanding the scope of 
their role, and the roles played by providers of third party assurance on outsourced services, is 
key for local pension board members. 
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PENSIONS SERVICES PROCUREMENT AND RELATIONSHIP 
MANAGEMENT
3.13 Such are the scale, diversity and technical requirements of pensions operations, the use of 

outsourcing is commonplace. Whether it is the use of actuaries, fund managers, pensioner 
payroll providers or third party administrators, the skills and knowledge required to procure 
and manage outsourced services are central to scheme management in the public sector.

3.14 In some instances organisations will have specialist procurement units who will play a large 
part in the procurement process. In such cases many of the requirements of the framework 
may be met by virtue of the pension board member having access to external technical 
expertise. In these circumstances, users of the framework should adapt the level of detail in 
this skill set accordingly. 

INVESTMENT PERFORMANCE AND RISK MANAGEMENT
3.15 In the LGPS and other schemes where contributions are invested and managed to meet future 

liabilities, understanding investment risk and performance constitutes a major element of the 
role of pension board members. 

3.16 Administering authorities are aware of the requirement to apply the same rigour to an 
assessment of their own performance and the performance of those who work on their behalf. 
Frameworks and targets must be devised and set, and performance monitored against them 
and reported to stakeholders. Pension board members should be equipped which a sufficient 
level of knowledge to enable them to assist the administering authority in ensuring that this 
is done effectively. 

FINANCIAL MARKETS AND PRODUCT KNOWLEDGE
3.17 In schemes with invested funds, an understanding of financial markets and products is 

fundamental. The depth of knowledge will depend to some degree upon the particular 
approach to investment management undertaken by the fund (the investment activities of 
LGPS funds for example can be split into two groups: those funds that use external managers 
to manage all of their investment portfolio; and those that undertake some or all of their 
investment activities using in-house investment managers).

ACTUARIAL METHODS, STANDARDS AND PRACTICES
3.18 The scheme actuary holds a key position in the financial management of a pension scheme. 

Pension board members will need to understand, in some level of detail, the work of the 
actuary and the way in which actuarial information is produced and the impact it has on both 
the finances of the scheme and employers.
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THE KNOWLEDGE AND SKILLS FRAMEWORK
3.19 In the framework which follows, we have identified the key elements of expertise within 

each of the above areas of technical knowledge as they apply to pension board members. In 
addition, Annex D provides an example of how the framework can be used as an assessment 
tool for individuals. 
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4. Local Pension Boards:  
A Technical Knowledge and 

Skills Framework

Pensions legislation A general understanding of the pensions legislative framework in the UK.

An overall understanding of the legislation and statutory guidance specific 
to the scheme and the main features relating to benefits, administration and 
investment.

An appreciation of LGPS discretions and how the formulation of the discretionary 
policies impacts on the pension fund, employers and local taxpayers.

A regularly updated appreciation of the latest changes to the scheme rules.

Pensions governance Knowledge of the role of the administering authority in relation to the LGPS.

An understanding of how the roles and powers of the DCLG, the Pensions 
Regulator, the Pensions Advisory Service and the Pensions Ombudsman relate to 
the workings of the scheme.

Knowledge of the role of the Scheme Advisory Board and how it interacts with 
other bodies in the governance structure.

Broad understanding of the role of pension fund committees in relation to the 
fund, administering authority, employing authorities, scheme members and 
taxpayers.

Awareness of the role and statutory responsibilities of the treasurer and 
monitoring officer.

Knowledge of the Myners principles and associated CIPFA and SOLACE guidance. 

A detailed knowledge of the duties and responsibilities of pension board 
members.

Knowledge of the stakeholders of the pension fund and the nature of their 
interests.

Knowledge of consultation, communication and involvement options relevant to 
the stakeholders.

Knowledge of how pension fund management risk is monitored and managed.

Understanding of how conflicts of interest are identified and managed.

Understanding of how breaches in law are reported.



LOCAL PENSION BOARDS: A TECHNICAL KNOWLEDGE AND SKILLS FRAMEWORK

Page 12

Pensions 
administration

An understanding of best practice in pensions administration, eg performance 
and cost measures.

Understanding of the required and adopted scheme policies and procedures 
relating to:

 � member data maintenance and record-keeping processes

 � internal dispute resolution

 � contributions collection

 � scheme communications and materials.

Knowledge of how discretionary powers operate.

Knowledge of the pensions administration strategy and delivery (including, 
where applicable, the use of third party suppliers, their selection, performance 
management and assurance processes). 

An understanding of how the pension fund interacts with the taxation system in 
the UK and overseas in relation to benefits administration.

An understanding of what additional voluntary contribution arrangements exist 
and the principles relating to the operation of those arrangements, the choice 
of investments to be offered to members, the provider’s investment and fund 
performance report and the payment schedule for such arrangements.

Pensions accounting 
and auditing standards

Understanding of the Accounts and Audit Regulations and legislative 
requirements relating to internal controls and proper accounting practice.

Understanding of the role of both internal and external audit in the governance 
and assurance process.

An understanding of the role played by third party assurance providers.

Pensions services 
procurement 
and relationship 
management

Understanding of the background to current public procurement policy and 
procedures, and of the values and scope of public procurement and the roles of 
key decision makers and organisations.

A general understanding of the main public procurement requirements of UK 
and EU legislation.

Understanding of the nature and scope of risks for the pension fund and of the 
importance of considering risk factors when selecting third parties.

An understanding of how the pension fund monitors and manages the 
performance of their outsourced providers.

Investment 
performance and risk 
management

Understanding of the importance of monitoring asset returns relative to the 
liabilities and a broad understanding of ways of assessing long-term risks.

Awareness of the Myners principles of performance management and the 
approach adopted by the administering authority.

Awareness of the range of support services, who supplies them and the nature of 
the performance monitoring regime.
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Financial markets and 
products knowledge

Understanding of the risk and return characteristics of the main asset classes 
(equities, bonds, property).

Understanding of the role of these asset classes in long-term pension fund 
investing.

Understanding of the primary importance of the investment strategy decision.

A broad understanding of the workings of the financial markets and of the 
investment vehicles available to the pension fund and the nature of the 
associated risks.

An understanding of the limits placed by regulation on the investment activities 
of local government pension funds.

An understanding of how the pension fund interacts with the taxation system in 
the UK and overseas in relation to investments.

Actuarial methods, 
standards and practices

A general understanding of the role of the fund actuary.

Knowledge of the valuation process, including developing the funding strategy 
in conjunction with the fund actuary, and inter-valuation monitoring.

Awareness of the importance of monitoring early and ill health retirement strain 
costs.

A broad understanding of the implications of including new employers into the 
fund and of the cessation of existing employers.

A general understanding of the relevant considerations in relation to 
outsourcings and bulk transfers.

A general understanding of the importance of the employer covenant and the 
relative strengths of the covenant across the fund employers.
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5. Framework Status,  
Reporting and  

Compliance

DEVELOPMENT AND MAINTENANCE
5.1 This framework has been developed by the CIPFA Pensions Panel with input from technical 

specialists covering each element of the skills matrix. 

5.2 As noted in chapter 1, it is the professional responsibility of the section 151 officer (or 
other named officer as appropriate) to establish and maintain policies and arrangements 
for acquiring and retaining knowledge and skills to support their pension board members. 
This professional requirement is in line with the requirement set out in paragraph 38 of the 
Pensions Regulator’s Code of Practice No 14. This framework is set down as good practice, 
in line with the previous CIPFA Pensions Finance Knowledge and Skills Frameworks, and is 
intended to assist practitioners in meeting their responsibilities under the CIPFA Code of 
Practice on Public Sector Pensions Finance Knowledge and Skills (2013), particularly  
principle 4.

5.3 The Pensions Panel is committed to maintaining and developing the framework as knowledge 
and skills requirements change over time. Any changes to the framework will go through the 
same process of expert review and user testing.

REPORTING AND COMPLIANCE
5.4 Statement 5 of the “statements to be adopted” in the CIPFA Code of Practice on Public Sector 

Pensions Finance Knowledge and Skills requires funds to report annually in their pension 
scheme annual reports on:

 � how the knowledge and skills framework has been applied

 � what assessment of training needs has been undertaken

 � what training has been delivered against the identified training needs.
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5.5 CIPFA recognises that in some cases members could be appointed to pension boards with 
little or no prior pensions knowledge. The chief officers and the chair should bear in mind the 
legal requirements as set out in the Pensions Regulator’s Code of Practice No 1410 and have in 
place a plan that includes pre-induction training, leading into a fuller induction programme.

These factors should be reflected in the training needs assessment and the delivery of 
training statement in the annual report. 

5.6 Again, the CIPFA Code of Practice on Public Sector Pensions Finance Knowledge and Skills 
requirements are aligned with the guidance of the Pensions Regulator, whose Code of Practice 
No 14 says this on the subject of demonstrating knowledge and understanding: 

‘Schemes should keep appropriate records of the learning activities of individual pension 
board members and the board as a whole. This will help pension board members to 
demonstrate steps they have taken to comply with legal requirements and how they have 
mitigated risks associated with knowledge gaps. A good external learning programme will 
maintain records of the learning activities of individuals on the programme or of group 
activities, if these have taken place.’ 

5.7 The Pension Regulator’s policy and approach to compliance is set out in its Compliance and 
Enforcement Policy for Public Service Pension Schemes (2015)11.

Practitioners should familiarise themselves with this policy statement. 

10.  Paragraphs 34 to 36 of the Pensions Regulator’s Code of Practice 14 state that:

‘A member of the pension board of a public service pension scheme must be conversant with:

 � the rules of the scheme, and

 � any document recording policy about the administration of the scheme which is for the time 
being adopted in relation to the scheme.

A member of a pension board must have knowledge and understanding of:

 � the law relating to pensions, and

 � any other matters which are prescribed in regulations.

The degree of knowledge and understanding required is that appropriate for the purposes of enabling 
the individual to properly exercise the functions of a member of the pension board.’

11. www.thepensionsregulator.gov.uk/docs/compliance-policy-public-service-pension.pdf
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6. Achieving Framework 
Standards – Training and 

Support

6.1 To achieve the standards set down in the framework, organisations should as a first step 
consider undertaking a training needs assessment against the framework standards and 
developing appropriate training programmes.

6.2 The varied nature of training and the need to demonstrate continuous improvement in 
governance, places a high level of priority on forward planning through a business plan and a 
related training and development plan. 

6.3 CIPFA working with Barnett Waddingham offer bespoke assessment, training, support and 
monitoring programmes for local pension boards and their members which are built around 
the requirements of this framework. This includes the following elements which can be taken 
as a whole or in part: 

 � Assessment and planning
 – Individual local pension board member knowledge, understanding and skills 

assessment. 

 – Training plan/programme development.

 � Training
 – Pre-appointment and induction training.

 – Initial area specific training such as: pensions legislation and guidance; policies, 
procedures and working arrangements; overriding legislation and interacting 
statutory organisations; and investments and funding.

 – Ongoing and subject specific training such as regulatory changes and triennial 
valuations.

 – Annual refresher training and updates.

 – Member requested training.

 – Bespoke and open courses aimed at retention of knowledge and development of 
best practice.

 � Support and mentoring
 – Ongoing local pension board member mentoring, coaching and support. 

 – BWebstream document access and storage system.

 – Training and support materials.

 � Monitoring and reporting
 – Ongoing individual local pension board member assessment. 
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 – Monitoring local pension board member training and development, attendance and 
progress, maintaining records and reporting.

6.4 Please contact Annemarie Allen at Barnett Waddingham on 020 7776 3873 or via  
annemarie.allen@barnett-waddingham.co.uk or Nigel Keogh at CIPFA on 01204 592311 or via 
nigel.keogh@cipfa.org to discuss your requirements in the first instance.

mailto:annemarie.allen@barnett-waddingham.co.uk
mailto:nigel.keogh%40cipfa.org?subject=
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7. Further Reading and  
Sources of Guidance

FROM CIPFA
Preparing the Annual Report: Guidance for Local Government Pension Scheme Funds (2014)

The Role of the Chief Financial Officer in the Local Government Pension Scheme (2014)

Code of Practice on Public Sector Pensions Finance Knowledge and Skills (2013)

Principles for Investment Decision Making and Disclosure in the Local Government Pension 
Scheme in the United Kingdom (2012)

Preparing and Maintaining a Funding Strategy Statement in the Local Government Pension 
Scheme (2012)

Managing Risk in the Local Government Pension Scheme (2012)

Principles for Investment Decision Making and Disclosure in the Local Government Pension 
Scheme in the United Kingdom 2012 (2012)

Buying Time: A CIPFA Pensions Panel Guide to Procuring Efficiency in Public Sector Pensions 
Administration (2011)

CIPFA Pensions Panel Guide to Stock Lending by Local Authority Pension Funds (2011)

CIPFA Pensions Panel Guide to Pension Fund Taxation in the United Kingdom (2011)

Narrative Reporting in Public Sector Pension Schemes (2010)

Delivering Good Governance in Local Government Pension Funds: A Guide to the Application 
of the CIPFA/SOLACE Code of Corporate Governance in Local Authorities to their Management 
of LGPS Funds (2009)

Guidance for Chief Finance Officers Administering LGPS Actuarial Valuations (2008)

CIPFA Pensions Panel: Weighing Up Risk Against Reward: An Introductory Guide to Asset-
Liability Studies for Local Government Pension Funds (2007)

CIPFA Pensions Panel: Freedom of Information Act – Dealing with Requests for Information 
Relating to Local Authority Pension Funds (2006)

OTHER SOURCES
Code of Practice No. 14: Governance and Administration of Public Service Pension Schemes 
(The Pensions Regulator, 2015) 

Compliance and Enforcement Policy for Public Service Pension Schemes (The Pensions 
Regulator, 2015)

http://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-the-local-government-pension-scheme
http://www.thepensionsregulator.gov.uk/codes/code-governance-administration-public-service-pension-schemes.aspx
http://www.thepensionsregulator.gov.uk/docs/compliance-policy-public-service-pension.pdf
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The Pensions Regulator also publishes a range of other helpful materials at  
www.thepensionsregulator.gov.uk/public-service-schemes.aspx

Local Government Pension Scheme (LGPS) – Guidance on the Creation and Operation of Local 
Pension Boards in England and Wales (Shadow Scheme Advisory Board, 2015) 

OTHER TRAINING AND SUPPORT
The CIPFA Pensions Network provides a range of seminars built around the themes in the 
Pensions Finance Knowledge and Skills Frameworks.

The Pensions Regulator also has an online “Public Service toolkit” available at  
www.thepensionsregulator.gov.uk/public-service-schemes.aspx

http://www.thepensionsregulator.gov.uk/public-service-schemes.aspx
http://www.lgpsboard.org/index.php/about-the-board/board-guidance
http://www.lgpsboard.org/index.php/about-the-board/board-guidance
http://www.cipfa.org/Services/Networks/Pensions-Network
http://www.thepensionsregulator.gov.uk/public-service-schemes.aspx
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Annex A – Knowledge and 
Skills Responsibilities under 

the Pensions Regulator Code of 
Practice No 14

Where do knowledge and understanding responsibilities rest  
under the Code of Practice No 14?

Nature of requirement

Pension board member Scheme manager

Legal requirements

Must be conversant with:

 � the rules of the scheme

 � any document recording policy 
about the administration of the 
scheme which is for the time 
being adopted in relation to the 
scheme.

Statutory

Must have knowledge and 
understanding of:

 � the law relating to pensions

 � any other matters which are 
prescribed in regulations.

Statutory

Should ensure that the degree of 
knowledge and understanding 
they possess is that appropriate for 
the purposes of enabling them to 
properly exercise the functions of a 
member of the pension board.

Statutory

Practical guidance

Should help pension board 
members meet their legal 
obligations.

Code of Practice (paragraph 37)

Should establish and maintain 
policies and arrangements for 
acquiring and retaining knowledge 
and understanding to support their 
pension board members.

Code of Practice (paragraph 38)
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Where do knowledge and understanding responsibilities rest  
under the Code of Practice No 14?

Nature of requirement

Pension board member Scheme manager

Should designate a person to take 
responsibility for ensuring that 
a framework for acquiring and 
retaining knowledge and skills is 
developed and implemented.

Code of Practice (paragraph 38)

Areas of knowledge and understanding required

Should prepare and keep an 
updated list of the documents with 
which they consider pension board 
members need to be conversant. 
This will enable them to effectively 
carry out their role. They should 
make sure that both the list and 
the documents are available in 
accessible formats.

Code of Practice (paragraph 46)

Degree of knowledge and understanding required

Clear guidance on the roles, 
responsibilities and duties of 
pension boards and the members 
of those boards should be set out 
in scheme documentation.

Code of practice (paragraph 47)

Should assist individual pension 
board members to determine 
the degree of knowledge and 
understanding that is sufficient for 
them to effectively carry out their 
role, responsibilities and duties as 
a pension board member.

Code of Practice (paragraph 48)

Acquiring, reviewing and updating knowledge and understanding

Should invest sufficient 
time in their learning and 
development alongside their other 
responsibilities and duties.

Should provide pension board 
members with the relevant training 
and support that they require.

Code of Practice (paragraph 55)

Newly appointed pension board 
members should be aware that 
their responsibilities and duties 
as a pension board member begin 
from the date they take up their 
post.

Should offer pre-appointment 
training or arrange for mentoring 
by existing pension board 
members

Code of Practice (paragraph 56)
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Where do knowledge and understanding responsibilities rest  
under the Code of Practice No 14?

Nature of requirement

Pension board member Scheme manager

Should undertake a personal 
training needs analysis and 
regularly review their skills, 
competencies and knowledge to 
identify gaps or weaknesses.

Code of Practice (paragraph 57)

Should use a personalised training 
plan to document training needs.

Code of Practice (paragraph 57)

Pension board members who take 
on new responsibilities will need to 
ensure that they gain appropriate 
knowledge and understanding 
relevant to carrying out those new 
responsibilities.

Code of Practice (paragraph 58)

Learning programmes should:

 � cover the type and degree of 
knowledge and understanding 
required

 � reflect the legal requirements

 � be delivered within an 
appropriate timescale.

Code of Practice (paragraph 58)

Demonstrating knowledge and understanding

Should keep appropriate records of 
the learning activities of individual 
pension board members and the 
board as a whole.

Code of Practice (paragraph 59)
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Annex B – Suggested Job 
Description and Role Profile for 

the Chair of a Pensions Board

PURPOSE OF ROLE
To lead the pensions board in assisting the scheme manager in complying with legislation 
relating to the governance and administration of the scheme and any requirements imposed 
by the Pensions Regulator in relation to the scheme; and to ensure the effective and efficient 
governance and administration of the scheme. 

PRINCIPAL RESPONSIBILITIES
 � Ensure the board delivers its purpose as set out in the board’s terms of reference.

 � Prepare for and attend the local pension board meetings, agree the meeting agendas and 
approve the minutes.

 � Scrutinise local pension board papers, lead discussions and provide advice and guidance 
to the board.

 � Ensure that meetings are productive and effective and that opportunity is provided for 
the views of all board members to be expressed and considered.

 � Seek to reach consensus and ensure decisions are properly put to a vote.

 � Liaise with the scheme manager on the requirements of the board, including training 
requirements, budgeting and meeting dates, and lead on resolving member performance 
issues. 

 � Write reports required by the scheme manager on the performance of the board and 
related matters.

 � Act as the principal point of contact with the Pensions Regulator, the Scheme Advisory 
Board and the responsible authority (eg DCLG) in all matters related to the operation of 
the board.
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PERSON SPECIFICATION

Requirement Essential Desirable

1. Educational Appropriate financial experience 
and training.

Knowledge of pension funds and 
schemes.

Demonstrable evidence of 
knowledge kept up-to-date.

2. Work experience Chairing meetings, achieving effective 
outcomes.

Experience of risk and performance 
frameworks.

Previously chaired a board or 
similar.

3. Abilities, intelligence 
and special aptitudes

Chairing skills.

Influencing and consensus building.

Listening skills.

Able to assimilate complex information.

Mathematical/statistical 
literacy.

Knowledge of public sector and 
local government finance.

4. Adjustment and 
social skills

Able to establish good working 
relationships with board members, 
councillors, officers and advisors.

Able to direct discussions in politically 
sensitive environments.

Able to command respect and 
demonstrate strong leadership.

Able to achieve consensus when 
conflicting views arise.

Able to challenge in a constructive 
manner.

Assertive in pursuing the correct course 
of action.

Able to work effectively with colleagues 
who may have different levels of 
experience and understanding.

Diplomacy and tact.

5. Motivation Enthusiastic, not easily deterred and 
able to convey enthusiasm to others.

Committed to the objectives of the 
pension scheme and fund(s).

6. Equal opportunities Understanding of and commitment 
to promoting equality of opportunity 
with an understanding of the pension 
context.
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Annex C – LGPS Governance 
Regulations 2014

PART 3

Governance
Delegation

105.—(1)  The Secretary of State may delegate any function under these Regulations.

(2)  An administering authority may delegate any function under these Regulations 
including this power to delegate.

Local pension boards: establishment

106.—(1) Each administering authority shall no later than 1st April 2015 establish a pension 
board (“a local pension board”) responsible for assisting it—

(a)  to secure compliance with—

(i)   these Regulations,

(ii)   any other legislation relating to the governance and administration of the 
Scheme and any connected scheme(a), and

(iii)  any requirements imposed by the Pensions Regulator in relation to the Scheme 
and any connected scheme; and

(b)  to ensure the effective and efficient governance and administration of the Scheme 
and any connected scheme.

(2) Where the Scheme manager is a committee of a local authority the local pension board 
may be the same committee if approval in writing has been obtained from the Secretary 
of State.

(3)  Where the administration and management of a Scheme is wholly or mainly shared by 
two or more administering authorities, those administering authorities may establish a 
joint local pension board if approval in writing has been obtained from the Secretary of 
State.

(4)  Approval under paragraphs (2) or (3) may be given subject to such conditions as the 
Secretary of State thinks fit.

(5)  The Secretary of State may withdraw an approval if any conditions under paragraph (4) 
are not met or if in the opinion of the Secretary of State it is no longer appropriate for the 
approval to continue.

(a)  See section 4(6) of the Public Service Pensions Act 2013 for the definition of connected scheme.
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(6)  Subject to paragraph (7), an administering authority may determine the procedures 
applicable to a local pension board, including as to the establishment of sub-
committees, formation of joint committees and payment of expenses.

(7)  Except where a local pension board is a committee approved under paragraph (2), no 
member of a local pension board shall have a right to vote on any question unless that 
member is an employer representative or a member representative(b).

(8)  A local pension board shall have the power to do anything which is calculated to 
facilitate, or is conducive or incidental to, the discharge of any of its functions.

(9)  The expenses of a local pension board are to be regarded as part of the costs of 
administration of the fund held by the administering authority.

Local pension boards: membership

107.—(1) Subject to this regulation each administering authority shall determine—

(a) the membership of the local pension board;

(b) the manner in which members of the local pension board may be appointed and 
removed;

(c) the terms of appointment of members of the local pension board.

(2) An administering authority must appoint to the local pension board an equal number, 
which is no less than 4 in total, of employer representatives and member representatives 
and for these purposes the administering authority must be satisfied that—

(a) a person to be appointed to the local pension board as an employer representative 
has the capacity to represent employers; and

(b) a person to be appointed to the local pension board as a member representative has 
the capacity to represent members.

(3) Except where a local pension board is a committee approved under regulation 106(2) 
(committee that is a Scheme manager is also local pension board)—

(a) no officer or elected member of an administering authority who is responsible for 
the discharge of any function under these Regulations (apart from any function 
relating to local pension boards or the Local Government Pension Scheme Advisory 
Board) may be a member of the local pension board of that authority; and

(b) any elected member of the administering authority who is a member of the local 
pension board must be appointed as either an employer representative or a member 
representative.

(4)  Where a local pension board is a committee approved under regulation 106(2)

(committee that is a Scheme manager is also local pension board) the administering 
authority must designate an equal number which is no less than 4 in total of the 
members of that committee as employer representatives and member representatives 
and for these purposes the administering authority must be satisfied that—

(a) a person to be designated as an employer representative has the capacity to 
represent employers; and

(b) See section 5(6) of the Public Service Pensions Act 2013 for definitions of these terms.
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(b) a person to be designated as a member representative has the capacity to represent 
members.

Local pension boards: conflict of interest

108.—(1) Each administering authority must be satisfied that any person to be 
appointed as a member of a local pension board does not have a conflict of interest(a).

(2)  An administering authority must be satisfied from time to time that none of the 
members of a local pension board has a conflict of interest.

(3)  A person who is to be appointed as a member of a local pension board by an 
administering authority must provide that authority with such information as the 
authority reasonably requires for the purposes of paragraph (1).

(4)  A person who is a member of a local pension board must provide the administering 
authority which made the appointment with such information as that authority 
reasonably requires for the purposes of paragraph (2).

Local pension boards: guidance

109. An administering authority must have regard to guidance issued by the Secretary of 
State in relation to local pension boards.

Source: The Local Government Pension Scheme (Amendment) (Governance) Regulations 2015

(a)  See section 5(5) of the Public Service Pensions Act 2013 for the meaning of “conflict of interest”.
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Annex D – Example of 
Competency Self-assessment 

Matrix
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PENSION BOARD MEMBER TRAINING SUMMARY 2015/16
PENSION BOARD MEMBERS

Training/Meeting Provider Date

M
ike M

orris 
Pat Hockley

Liz Furey
Stuart W

heeler 

Training for Local Pension Board Members Local Government Association 28/05/2015 ü ü ü ü
Pension Board Member Training Day 1 - LGPS Governance/Legal AON Hewitt 01/07/2015 û û û ü
Pension Board Member Training Day 2 - Funding/Actuarial AON Hewitt 01/07/2015 ü ü û ü
Pension Board Member Training Day 3 - Investments AON Hewitt 01/07/2015 ü û û ü
Pension Board Meeting Organised In-house 27/07/2015 ü ü ü ü
Members Training Day 2015 Organised In-house 29/07/2015 û ü ü ü
Employers Meeting October 2015 Organised In-house 20/10/2015 û ü û ü
Trustee Training Fundamentals XIV and Annual Trustees’ Conference Day 1 Local Government Association 15/10/2015 ü ü û û
Trustee Training Fundamentals XIV and Annual Trustees’ Conference Day 2 Local Government Association 10/11/2015 ü ü û û
Trustee Training Fundamentals XIV and Annual Trustees’ Conference Day 3 Local Government Association 01/12/2015 û ü û û
Annual Meeting 2015 Organised In-house 12/11/2015 û ü û ü
eLearning programme - public sector tool kit The Pensions Regulator 01/01/2016 ü ü ü ü

Key
ü Attended training
û Apologies received
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Foreword
The Public Service Pensions Act 2013 (NI 2014) introduced a number of 
changes for public service pension schemes, which provide pensions for 
the armed forces, local government, NHS, teachers, civil servants, the 
police force, firefighters and the judiciary. 

Between them these schemes represent 
around 13 million members and approximately 
28,000 employers, and we recognise they 
face a significant challenge in implementing 
the reforms to benefit design alongside new 
governance arrangements.

High standards of governance and 
administration are essential to ensure that 
schemes operate effectively and efficiently, 
and provide the right benefits to the right 
person at the right time. 

A well run scheme should provide members 
with a high standard of service and a clear 
understanding of the benefits they will 
receive, allowing them to plan for their future. 
Good governance and administration also 
help government and the public to have 
confidence that the cost of public service 
schemes is correctly accounted for.

Between July and September 2015, we 
conducted a survey of all public service 
schemes to baseline the standard to which 
they are being run. I am pleased to introduce 
this report which sets out our thoughts on  
the results of the survey and our priorities  
for action. 

The results tell us that progress is being 
made – nine in ten respondent schemes 
have established their pension boards, and 
schemes have done well in setting up new 
processes. However, the governance and 
administration standards of some schemes still 
fall short of standards we expect, and we urge 
schemes to take immediate action to identify 
gaps and put plans in place to resolve issues. 

In the next year, part of our focus will be to 
ensure that every scheme reaches a basic level 
of compliance, having registered with us and 
published information about their pension 
boards. We also expect all schemes to have 
assessed themselves against the law and our 
code of practice, and we will be launching a self-
assessment tool to help schemes achieve this. 

We will work to understand how well schemes 
are addressing the three areas we judge to 
be of greatest risk in the current landscape 
– internal controls, scheme record-keeping, 
and the provision of accurate, timely and high 
quality communications to members. 

We will continue to work with scheme 
managers, pension boards, and others 
involved in running public service schemes 
and provide a range of educational tools to 
support them in their duties. 

I would like to thank all schemes who took 
part in the survey, as you have helped us gain 
a good understanding of the landscape. We 
aim to work openly and collaboratively with 
schemes and we will engage further with 
schemes who did not take part to ensure their 
lack of engagement does not reflect a lack of 
compliance.

Thank you for taking the time to read 
this report – I hope you find it useful and 
informative.

 

Andrew Warwick-Thompson 
Executive Director for Regulatory Policy
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Background
The Public Service Pensions Act 2013 (PSPA13) and Public Service 
Pensions Act (Northern Ireland) 2014 (PSPANI14) introduced new 
requirements for the governance and administration of public service 
pension schemes. In April 2015, we commenced our expanded role to 
regulate these schemes. 

Our role is to regulate the in relation to governance and administration  
of public service pension schemes to improve standards and drive 
compliance with legal requirements. Our focus is to work with scheme 
managers, pension boards and others involved with public service 
schemes to help them become compliant. Our approach generally is to 
educate and enable in the first instance, but where a scheme manager 
or pension board member (or other person responsible) fails to comply 
with their duties we will consider using our powers. 

The survey 
In summer 2015, we conducted a survey of all public service schemes to 
assess how they are meeting the governance and administration legal 
requirements and the standard to which they are being run. The survey 
reflected the key tools and processes we consider to be benchmarks for 
good practice, as set out in the ‘practical guidance’ sections of our code, 
and could be used as a tool for the schemes to identify areas where 
action may be needed. 

This report accompanies the full research report which sets out the 
responses to all survey questions. 

Participation in the survey was voluntary, with 48% of schemes 
responding. This translates to approximately 85% of public service 
scheme members, and provides us with a good overview of the public 
service pensions landscape.

Information collected through the survey will be used for regulatory 
purposes where responses were not provided anonymously. We will 
use these to develop individual scheme risk profiles. Where schemes 
did not participate in the survey, we will consider there is a risk of non-
compliance until we have collected information about the progress they 
have made. 

Our role is to 
regulate public 
service pension 
schemes 
to improve 
standards 
and drive 
compliance 
with legal 
requirements.
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Overview of results

Progress on processes
The results of the survey show that, on the whole, public service schemes are progressing well 
in terms of understanding the new requirements and setting up processes. Respondents to 
the survey reported high levels of awareness and understanding of both the governance and 
administration requirements introduced by the Acts and our code of practice:

 � 97% reported high awareness of the requirements in the Acts, and 87% reported good 
understanding.

 � 93% reported high awareness of our code, and 84% reported good understanding.

There were also high levels of reported processes in place against most areas of the code.

78+87+87+76+77+97+55x+
78% have policies to help 
board members acquire and 
retain knowledge

87% have a conflicts policy 
and procedure for pension 
board members

87% have procedures for 
publishing information

76% have documented 
procedures for assessing 
and managing risk

77% have record-keeping 
policies and procedures 
for all members

97% have a 
process for 
monitoring 
payment of 
contributions

55% have procedures for 
identifying and assessing 
law breaches

Results overview
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Overview of results

 � 78% of schemes reported having developed policies and 
arrangements to help pension board members fully understand 
their roles, responsibilities and duties.

 � 87% of schemes have a conflicts policy and procedure in place for 
pension board members.

 � 87% of schemes reported having procedures in place to ensure that 
information about the pension board which must be published is 
published and kept up to date.

 � 76% had documented procedures for assessing and managing risk.

 � 77% had policies and processes in place to monitor data on an 
ongoing basis to ensure that it is accurate and complete in relation 
to all relevant member and beneficiary categories.

 � 97% had a method or process for monitoring the payment of 
contributions to the scheme. 

The lowest result in terms of processes was around reporting breaches, 
where only 55% of schemes reported having procedures in place to 
enable the scheme manager, pension board members, and others who 
have a duty to report, to identify and assess breaches of the law. 

Identifying and assessing breaches of the law is critical both in terms of 
fulfilling the legal duty to report breaches to us and in reducing risk, so 
it is important that schemes address this issue. Whilst we will strive to 
regulate proactively and investigate issues we consider to be high risk, 
reporting breaches is a key means by which we are made aware as soon 
as possible when things are going wrong. Accordingly, we urge schemes 
to establish and operate appropriate and effective procedures to  
help them meet their legal obligation. Our code provides guidance on 
this matter. 

In addition, we expect well-run schemes to have in place appropriate 
tools and processes for all nine areas addressed in our code – but only 
43% of schemes reported having all the processes outlined above  
in place.

We also expect schemes to ensure that any processes developed are 
kept under regular review to ensure they remain effective and fit for 
purpose. According to the survey, only 72% of schemes review/will 
review the effectiveness of their risk management and internal control 
systems at least annually, and over 10% of schemes report they never 
review their internal dispute resolution arrangements. 



Public service governance and administration survey Summary of results and commentary 6

Need to take action
In contrast to the good progress made on setting up processes, the survey shows that schemes are 
slow or have yet to take action in key governance and administration areas and are still in the early 
stages of assessing themselves against the legal requirements and standards in the code.

 � 44% have measured against the 
record-keeping requirements

 � just over a quarter have done  
data cleansing 

49+51+z
PSPA 
2013

0101010001101000011001010
0100000010101000111001001
1101010111001101110100011
0010101100101001000000101
0100011011110110111101101
1000110101101101001011101
0000100000011010010111001
1001000000110011101110010
011001010110000101110100

PSPA 
2013

0101010001101000011001010
0100000010101000111001001
1101010111001101110100011
0010101100101001000000101
0100011011110110111101101
1000110101101101001011101
0000100000011010010111001
1001000000110011101110010
011001010110000101110100

PSPA 
2013

0101010001101000011001010
0100000010101000111001001
1101010111001101110100011
0010101100101001000000101
0100011011110110111101101
1000110101101101001011101
0000100000011010010111001
1001000000110011101110010
011001010110000101110100

PSPA 
2013

0101010001101000011001010
0100000010101000111001001
1101010111001101110100011
0010101100101001000000101
0100011011110110111101101
1000110101101101001011101
0000100000011010010111001
1001000000110011101110010
011001010110000101110100

have established a pension board
9
10

Less than a third 
have a plan in place to ensure 
compliance with the Public 
Service Pensions Act 2013

have reviewed  
their scheme against 

the standards

Less 
than 
half

Only 56% assess their risks 
at least quarterly 

76% of schemes 
have procedures in 
place to manage risk

82% have a risk register

Overview of results
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 � While over nine in ten schemes have established a pension board, 
only 28% of schemes have a plan in place and are addressing key 
issues to ensure compliance with the new requirements.

 � Only 44% have reviewed their scheme against the practical 
guidance and standards set out in our code of practice. 

 � Only 45% of schemes have measured themselves against the 
requirements of the record-keeping regulations. 

 � Only 27% have as a result undertaken a data cleansing exercise. 
More generally, only 71% have conducted a data review exercise in 
the last year. 

 � While 76% of schemes have procedures in place to manage risk, 
and 82% report having a risk register, only 56% assess their risks 
either quarterly or monthly. 

Differences between schemes
Though the data in this commentary are presented at an aggregate 
level for all public service schemes, we recognise the complexity and 
diversity of the landscape. Schemes vary in their governance structures, 
employer profiles, size and funding arrangements and each scheme 
will have its own needs and capabilities, and face its own challenges in 
implementing the reforms. 

This is supported by the findings which show differences between scheme 
cohorts. In particular, the survey suggests that fire and rescue schemes 
have not made as much progress in taking steps to meet the new 
requirements as other schemes, whether in setting up processes or taking 
specific action. Over the next year, we will engage with these schemes’ 
managers, pension board members, and other stakeholders to identify 
barriers to progress and support them in meeting their duties. 

Next steps
This research draws out the continuing significant task faced by schemes 
in implementing the major reforms. However, schemes need to ensure 
they comply with the legal requirements and should strive to deliver 
better outcomes for members. 

Over the next year, we will be looking to ensure that every scheme 
reaches a basic level of compliance, as well as looking at the 
effectiveness of processes in areas we have identified as being of 
greatest risk in the current landscape: internal controls, scheme record-
keeping and the provision of accurate and high quality communications 
to members.

We recognise 
the complexity 
and diversity of 
the landscape.
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Next steps

In terms of basic compliance, it is critical that all schemes have:

 � fulfilled their requirement to register with us

 � established their pension board

 � published information about the board, which will provide more 
transparency to members on the governance of the scheme

Schemes also need to have:

 � assessed themselves against the requirements set out in legislation

 � assessed themselves against the standards set out in our code

 � identified any gaps 

 � begun to put plans in place to address any issues

In addition to the code and our public service toolkit, we would like 
schemes to use this survey to assess themselves. We will also be 
launching a self-assessment tool in 2016. We urge schemes to use these 
tools to help them identify any problems and take swift action to make 
improvements. We are concerned that the failure of 52% of schemes to 
engage with the survey may reflect a lack of compliance, and we will be 
engaging with these schemes to determine their compliance profile. We 
expect all schemes to respond to our requests for information.

We plan to look at schemes’ processes in the key risk areas over the next 
year, focusing on:

 � the effectiveness of these processes and actions in driving good 
outcomes

 � the efficiency and reliability of these processes

 � how good practice in one scheme can help inform others with 
poorer practices

Public service schemes have complex governance structures, where 
responsible authorities and scheme advisory boards will also have a role 
in helping scheme managers achieve compliance. We will be working 
throughout the year with these various bodies to ensure that our 
respective efforts are applied in the most effective way and to minimise 
the burden on schemes. 

In spring 2016, we will check how schemes are doing and we expect 
them to have made significant progress. Looking ahead, we plan 
to publish an annual assessment of governance and administration 
standards and practices in public service schemes in order to bring 
greater transparency to the progress being made. 
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Executive summary 
 

1. The survey was completed on behalf of 48% of public service pension 

schemes, covering approximately 85% of scheme members. 

 

2. There were generally high reported levels of awareness and understanding 

of both the legal requirements and the regulator’s code of practice  

Most respondents in each of the four scheme types1 gave a response of either 

four or five out of five for awareness and understanding of these.   

3. Four-fifths of schemes had a pension board that was operational 

92% of schemes reported that their pension board is established, and in most of 

these cases (80%) also operational (with pension board meetings having 

commenced). The remainder reported they would be operational within six 

months. 

4. A quarter of schemes had a plan to ensure compliance with the legal 

requirements and were already addressing key risks, and two fifths had 

conducted a review of their scheme against the guidance and standards set 

out in the regulator’s code of practice  

One in six (15%) schemes had conducted an in-depth review against our code of 

practice, while a further quarter (29%) had undertaken a high-level review. 

Over half of Local government and two-thirds of Central schemes had conducted a 

review of their scheme. Reviews were less prevalent among Police (around a fifth) 

and Fire and rescue (two out of seven).  

A quarter (28%) of schemes had a plan in place to ensure compliance with the 

legal requirements of the Public Service Pensions Act 2013 and the Public Service 

Pensions Act (Northern Ireland) 2014 and were already addressing key risks. 

Schemes were more likely to be at the earlier stage of identifying risks and issues 

(44%), while a third (34%) were developing or implementing a plan to address key 

risks and issues.  

No Police schemes and very few Fire and rescue schemes were at the stage of 

addressing key risks.   

5. The vast majority of schemes had ensured that board members understand 

their roles, responsibilities and duties  

                                                           
1
  The four scheme types are termed: ‘Central’, ‘Local government’, ‘Fire and rescue’ and ‘Police’.  

‘Central’ includes centrally-administered unfunded schemes, excluding any fire and police schemes. 
This classification has been used to ensure consistency with the 2013 survey.  For the purposes of this 
report, therefore, ‘Police’ and ‘Fire and rescue’ schemes which are centrally administered – ie the 
schemes for Scotland and Northern Ireland) – are included within their respective cohorts and not 
considered as ‘Central’ schemes. 
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Nearly all (93%) of schemes had produced guidance, while 94% reported the 

scheme manager or another person had ensured board members understand their 

roles, responsibilities and duties.  

All Central schemes and nine in ten Local government and Police schemes stated 

that they had carried out these two tasks. Fire and rescue schemes were less 

likely (9 out of 14) to have briefed board members.  

6. Four fifths of schemes had developed an approach to help pension board 

members to acquire and retain knowledge and understanding they require 

Over four fifths of Central, Local government and Police schemes had developed 

a policy and arrangements to help board members to acquire and retain 

knowledge. For Fire and rescue, 5 out of 14 schemes had these policies and 

arrangements in place.   

7. Two thirds of schemes will review their risk management and internal 

control systems once or twice a year  

A quarter (26%) review or will review these arrangements every six months and a 

further 45% once a year. Most Central schemes reported they would every six 

months while Local government schemes and Police schemes were most likely to 

do so once a year. The most common response from Fire and rescue schemes 

was that they did not know. 

8. Two thirds of schemes had a documented service level agreement with their 

scheme administrator 

70% had a service level agreement in place with their scheme administrator, 

whether in-house or outsourced. The levels were similar among all four scheme 

types.  

9. Two thirds of schemes had measured their scheme’s data against the legal 

requirements, with most of these measuring both data presence and 

accuracy 

Almost half (45%) had measured and a further quarter (24%) had partially 

measured their data against the legal requirements. Of the 70% who had 

measured their data, four fifths (82%) had measured both the presence and 

accuracy of the data.  

Around a third of Central, Local government and Fire and rescue schemes had 

fully measured their data, while around two thirds of Police schemes had done so. 

When accounting for partial measurement also, this rose to around two thirds of 

Central, Local government and Police schemes, and half of Fire and rescue 

schemes. 
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Almost half (49%) of schemes were either developing or implementing a data 

cleansing exercise while a third of schemes (36%) were developing or 

implementing a data improvement plan.  

Central schemes and Police schemes were most likely to be implementing a data 

improvement plan, while Local government schemes and Police schemes were 

most likely to have carried out a data cleansing exercise. 

2. Introduction 
 

In March 2011 the Independent Public Service Pensions Commission: Final Report2 

identified issues concerning the availability and transparency of information, poor 

administration and governance of public service pension schemes, implying costs 

and risks are not properly understood or managed. The report recommended that 

there needed to be independent oversight of these areas. 

 

The Public Service Pensions Act 2013 and the Public Service Pensions Act 

(Northern Ireland) 2014 (together, the 2013-2014 Acts) introduced new 

requirements for the governance and administration of certain public service 

pension schemes. Scheme managers must run their schemes according to these 

legal requirements, which generally came into force on 1 April 2015. 

 

The 2013-2014 Acts also gave The Pensions Regulator an expanded role to 

regulate the governance and administration of these public service pension 

schemes from 1 April 2015. In January 2015, we published our draft code of 

practice for the governance and administration of public pension service schemes 

(the PSPS code) which sets out the standards of conduct and practice we expect 

of those responsible for public service schemes, as well as practical guidance 

about how to comply with the legal requirements. The code came into force on 1 

April 2015. 

 

As part of our new role, we are responsible for 208 public service schemes3 in 

respect of eight public service workforces, covering over 13 million members . 

 

Following on from our report on the governance and administration of public 

service pension schemes in 2013, before the requirements from the 2013-2014 

Acts came into force, this survey aimed to assess how public service schemes are 

meeting the new requirements and the standards to which they are being run. 

 

  

                                                           
2
 http://cdn.hm-treasury.gov.uk/hutton_final_100311.pdf  

3 Where a scheme is locally administered we have treated each local administering authority as an 

individual scheme.   

http://cdn.hm-treasury.gov.uk/hutton_final_100311.pdf
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The survey considered 10 areas and reflected the key tools and processes we 

consider to be benchmarks for good practice, as set out in the ‘practical guidance’ 

sections of our code: 

 

 Action – Activity undertaken to ensure compliance with the new requirements 

 Knowledge and understanding required by pension board members 

 Conflicts of interest and representation 

 Publishing information about schemes 

 Internal controls 

 Scheme record-keeping 

 Maintaining contributions 

 Providing information to members 

 Internal dispute resolution 

 Reporting breaches of the law 
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3. Methodology 
As with the 2013 survey, a self-completion approach was adopted for this study for 

the following reasons: 

 the large amount of data to collect would have made a telephone interview 

very long and burdensome for respondents 

 it was anticipated that many respondents would need to do some checking/ 

verification in order to answer the questions accurately 

 The range of information requested meant that it was important to allow more 

than one person at the scheme to contribute 

In contrast to the 2013 survey, we conducted the research in-house rather than 

commission it to a third-party research supplier. 

 

The method chosen for data collection was an interactive pdf, which was emailed 

to named scheme contacts held by us. Respondents were encouraged to identify 

their scheme, but were allowed to submit responses on an anonymous basis if 

they wished.  Where responses were attributed to a particular scheme, it was 

shared with our public service regulatory team. They will use this, along with 

information gathered from other sources, to risk assess schemes for intervention 

as set out in our compliance and enforcement policy. This was made clear to all 

respondents in the communications and survey invitations. 

 

One issue with this approach is that respondents were not routed through the 

questionnaire according to their previous answers, resulting in a small number of 

questions for whom a very small number of respondents answered in error. These 

have been identified where they occur in this document. 

 

Survey responses were entered into statistical analysis software package SPSS 

for data analysis purposes. 

3.1 Sampling 

As with the 2013 survey, the target audience for this research was the designated 

scheme contact at each of the 208 public service pension schemes for who we 

held nominated contact details, although it was expected that they may seek input 

from colleagues with specialist knowledge related to some aspects of their 

scheme.  

A total of 187 self-completion surveys were sent to scheme contacts, 21 of which 

were the contact for more than one scheme. 

3.2 Fieldwork 

The fieldwork period lasted from 22 July 2015 until 4 September 2015.  

Prior to the survey being issued, an email was sent to all 187 scheme contacts for 

which we had details approximately one week before launch. 

http://uk.sitestat.com/tpr/main/s?138bauPublicSector2015PSStrategy2015&ns_campaign=138bauPublicService2015&ns_mchannel=Email&ns_source=PSSurveyEmail220715&ns_linkname=strat&ns_fee=0&ns_type=clickin
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Several steps were taken to maximise response rates. These are detailed below. 

Table 1.2 – Activity undertaken to improve response rate 

Date Action 

17/08/15 
First email chaser sent to 177 scheme contacts who hadn’t  yet completed 
the survey 

18/08/15 
Email sent to 630 contacts on our Public Service Pension Scheme news-
by-email distribution list 

26/08/15 Second email reminder  sent to 157 scheme contacts 

August 2015 
Over 300 telephone calls were made to nominated scheme contacts to 
encourage response 

04/09/15 Final email reminder sent to 134 scheme contacts 

 

Table 1.3 shows the responses rate across the four scheme groupings 

Table 1.3 – Sample profile and response rates 

 
Total number 

of schemes 
Completed 

surveys 

 

Response rate 

Fire & Rescue 51 14 37% 

Police  45 22 49% 

Local Government 101 53 52% 

Central  12 12 100% 

TOTAL  209 101 48% 

 

Please note: survey responses were received in respect of 103 schemes, of which 101 

were usable for survey analysis, and 84 attributable  

Overall, the survey was completed on behalf of 48% of Public Service Pension 

Schemes, covering approximately 85% of scheme members. Responses were 

received from all the Central schemes (100%). As in 2013, (when the response 

rate was 53%), this compares favourably to the response rate achieved in other 

surveys we conducted. 
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3.3 Weighting 

The data shown throughout this report is unweighted. 

3.4 Reporting conventions 

No comparisons have been made in this report between the findings from the four 

scheme types (Central, Fire and Rescue, Local government and Police). These 

scheme types are typically very different in nature and as such it may not be 

appropriate to make direct comparisons. The same approach was adopted in the 

2013 survey report. 
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4. Research findings 

4.1 Note on reporting of results  

Owing to the low base sizes for three of the four scheme groupings, all findings 

are shown throughout this report in absolute numbers, ie they are reported as the 

number of schemes, not the percentage of schemes. 

Owing to the low base sizes, limited comparisons are able to be drawn between 

the types of scheme on an individual question basis. 

4.2 Role of respondent who took part in the survey  

 

The most common job role reported by respondents to the survey was 

‘administrator’ (42 out of 101, 41%). 14 respondents were pension 

managers/officers or fund managers, with seven pension board members and 38 

‘others’. The job roles of these others included Director of Operations, Director of 

People & Development, Director of Corporate Services and Governance & 

Compliance Manager.  

4.3 Awareness and understanding of the legal governance and 

administration requirements and The Pensions Regulator's code 

of practice 

 

Figure 2-1 shows the reported level of awareness and understanding of: 

 The legal governance and administration requirements introduced by the Public 

Service Pensions Act 2013 

 The regulator’s code of practice 

Respondents rated their own awareness and understanding of these, using a 

scale from 1 to 5, where 1 is ‘low’ and 5 is ‘high’. 

Among the scheme contacts answering the survey, there were generally high 

levels of awareness and understanding of both the legal requirements and our 

code among all four scheme types. Most respondents gave a response of either 

four or five out of five.   
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Figure 4.3-1 - Awareness and understanding of the governance and 

administration requirements introduced by the Public Service Pensions Act 

2013/the Public Service Pensions Act (Northern Ireland) 2014 and The 

Pensions Regulator's code of practice for public service pension schemes. 

 

Overall, the mean scores for awareness and understanding of the governance and 

administration requirements were 4.5 and 4.23 respectively. The corresponding 

figures for awareness and understanding of our code of practice were 4.43 and 

4.15 respectively. 

4.4 Training undertaken by respondents relating to public service 

pension schemes 

 

As shown in Figure 2-2, most respondents of all four scheme types had 

undertaken some form of training relating to public service pension schemes.    

Overall, 83 out of 101 (82%) of respondents indicated they had received training. 

According to respondents, where they indicated they had received training, it was 

provided by a mixture of different organisations:  

 All seven Central scheme contacts who had received training said they 

received this from the regulator. 

 10 of the 11 Fire and rescue scheme contacts that had received training said 

they had received it from the Local Government Association (LGA). 

 For Local government scheme contacts, the LGA (23), CIPFA (14) and ‘Other 

consultants’ (19) were the most common providers of training. 
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 For the Police schemes, information published by the regulator was identified 

as the most common source of training. 

Figure 4.4-1 – Training undertaken by respondents relating to public service 

pension schemes 
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4.5 Pension scheme membership and status of pension board 

 

Two thirds of Central schemes (8 out of 12) reported a membership in excess of 

over 50,000; the three public service schemes that responded to the survey with 

over a million memberships were Central schemes. 

The majority of Fire and rescue (13 out of 14) schemes had fewer than 5,000 

memberships.  

Three fifths of Local government schemes that responded had a membership of 

between 50,000 and one million (30 out of 53); most others (22 out of 53) were in 

the 5,000 and 49,999 membership range. 

Around half of Police schemes had between 999 and 4,999 members, with around 

half having 5,000 to 49,999 memberships. 

Figure 4.5-1 – Total membership of scheme 

 

Overall (93 out of 101, 92%) of respondents identified their pension board as 

established (terms of reference agreed and all board members appointed). This 

held true across all the scheme types. Most boards (81 out of 101, 80%) were 

operational (with pension board meetings having commenced) while a minority 

were not. The remainder reported they would be operational within six months; 

there were no respondents that answered it would take longer than six months to 

operationalise.  

  

0

9 10
2 0

Under 999 999-4,999 5,000-49,999 50,000-1 million Over 1 million

3
10

1 0 0

Under 999 999-4,999 5,000-49,999 50,000-1 million Over 1 million

1 1 2
5

3

Under 999 999-4,999 5,000-49,999 50,000-1 million Over 1 million

0 1

22
30

0

Under 999 999-4,999 5,000-49,999 50,000-1 million Over 1 million

Fire & Rescue (no)

Local Gov (no)

Police (no)

Q9 – total membership of scheme 

Base: Central (12), Fire & Rescue (14) Local Gov (53), Police (22)  
Q9 What is the total membership (active plus deferred plus pensioner) of your scheme?

Central (no) 

Please note: Due to very small base sizes  for 
three scheme types, the data are reported in  
absolute numbers.  Findings are indicative only

108



 
Page 14 

Figure 4.5-2 - Current status of pension board 

 

4.6 Frequency of pension board meetings 

 

The vast majority of schemes (96 out of 101, 95%) reported that their pension 

boards met or intend to meet at least every six months: 

 All Central schemes stated they met/will meet at least quarterly (one scheme 

contact also stated they also met/will meet as required, if different from quarterly). 

 Twelve of the 14 Fire and rescue schemes met/will meet at least every six months 

(four met/will meet quarterly).   

 Over seven in ten Local government schemes (38 out of 53) met/will meet 

quarterly. 

 Two in ten Police schemes (5 out of 22) met/will meet quarterly, while most others 

(16 out of 22) reported that their boards met/will meet on a biannual basis.  
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Figure 4.6-1 - Frequency of pension board meetings 

 

4.7 Activity undertaken by schemes to ensure compliance with the 

legal requirements and reviewing the scheme against the code of 

practice 

 

Schemes were asked about the actions completed (or being addressed) to ensure 

compliance with the Public Service Pensions Act 2013/the Public Service 

Pensions Act (Northern Ireland) 2014 and also whether the scheme had been 

reviewed against our code of practice for public service pension schemes. 

Overall, 28 out of 101 (28%) of schemes reported that they had plans in place and 

were addressing key risks. 

The majority of Fire and rescue (12 out of 14) and all Police schemes (22 out of 

22) reported that they were still at the stage of identifying, developing or 

implementing a plan to address key risks and issues. (Please note: respondents 

were able to select more than one of these options). Two Fire and rescue 

schemes said they had a plan in place and were addressing key risks; no Police 

schemes reported having reached that stage. 

A third of Central schemes (4 out of 12) and a slightly higher proportion of Local 
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were addressing key risks. The remainder were still at the stage of identifying, 
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In all scheme groups, fewer schemes reported that they were at the stage of 

implementing plans than identifying or developing plans. 

Figure 4.7-1: Activity being undertaken to ensure compliance with the legal 

requirements introduced by the Public Service Pensions Act 2013/the Public 

Service Pensions Act (Northern Ireland) 2014 

 

Overall, 44 out of 101 schemes (44%) reported that they had already conducted 

either an in-depth or high level review of their scheme against the practical 

guidance and standards of conduct and practice set out in our code of practice for 

public service pension schemes 

Over half of Local government (30 out of 53) and two-thirds of Central (8 out of 12) 

schemes had undertaken such a review. Most Police (15 out of 22) and Fire and 

rescue (8 out of 14) schemes planned to conduct a review in the next six months. 
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Figure 4.7-2: Reviews against the practical guidance and standards of 

conduct and practice set out in The Pensions Regulator’s code of practice 

for public service pension schemes  
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4.8 Roles, responsibilities, knowledge and understanding 

 

All Central schemes and nine in ten Local government (50 out of 53) and Police 

(20 out of 22) schemes stated that they had: 

 Produced guidance on the roles, responsibilities and duties of pension boards and 

the members of those boards and; 

 Ensured that pension board members fully understood their roles, responsibilities 

and duties.  

Overall, this equated to 94 out of 101 (93%) of schemes producing guidance and 

91 out of 101 (90%) ensuring their boards understood their role.  

Although most Fire and rescue schemes (12 out of 14) reported that they had 

produced guidance, fewer (9 out of 14) stated the scheme manager or another 

person had ensured the board members fully understood their role.  

Figure 4.8-1: Production of guidance on the roles, responsibilities and duties 

of pension boards and the members of those boards 
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Figure 4.8-2: Scheme manager or another person has ensured that pension 

board members fully understand their roles, responsibilities and duties 
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66   

Overall, 79 out of 101 schemes (78%) reported having developed policies and 

arrangements to help pension board members to acquire and retain required 

knowledge and understanding.  This was the case for over four-fifths of Central 

(11 out of 12), Local government (46 out of 53) and Police (18 out of 22) schemes. 

For Fire and rescue, 5 out of 14 schemes had these policies and arrangements in 

place.   

In terms of the specific policies and arrangements that schemes stated had been 

developed, the focus was on training frameworks, training logs and pension board 

training plans rather than individual training plans.  
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Figure 4.8-3: Policies and arrangements to help pension board members to 

acquire and retain the knowledge and understanding they require 

 

 
Table 4.8.1 below summarises the key sources of training identified for each 
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Most schemes reported that their board member training covered a wide remit, 

with scheme administration policies (94 out of 101, 93%), scheme rules (92 out of 

101, 91%) and practical guidance and standards in the code of practice (88 out of 

101, 87%) being the three areas mentioned most frequently. These areas were 

cited by all types of scheme. 

Figure 4.8-4: Themes and issues covered in pension board member training  
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conducted quarterly. Among Police schemes, the majority conducted training 

every six months (14 out of 22). For Fire & Rescue schemes, training was 

reported to be on a relatively ‘ad hoc’ basis, with 6 out of 14 stating it was 

whenever needed and 4 out of 14 reporting that they ‘don’t know’. 
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Figure 4.8-5: Frequency of pension board member training 

 

4.9 Conflicts of interest  

 

Overall, 88 out of 101 (87%) of schemes reported that they have a conflicts policy 

and procedure for pension board members, with 79 out of 101 (78%) having a 
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also stated that they had procedures that require board members to disclose 
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procedure and register of interests; more Central schemes reported they had 
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conflicts policy in place, while a lower number (8 out of 14) had procedures that 

require disclosure of interests prior to appointment and a register of interests. Five 

out of the eight schemes with a risk of interests reported that they updated this 
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interests in place (41 out of 53). Results were very similar to the 2013 survey 

where equivalent questions were asked.  

Over four-fifths of Police schemes reported they had a conflicts policy in place (19 

out of 22). Almost all Police schemes (21 out of 22) had procedures that require 

board members to disclose interests prior to appointment and a majority (19 out of 

22) had a register of interests in place. Of those with a risk register, this was most 

commonly updated on an annual basis (14 out of 19). 

Figure 4.9-1: Conflicts policy and procedure in place for pension board 

members 
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Figure 4.9-2: Conflicts policy and procedure content 

 

Figure 4.9-3: Procedures that require disclosure of interests which could 

become conflicts of interests prior to appointment 
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Figure 4.9-4: Register of interests in place 

 

Figure 4.9-5: Frequency of reviewing register of interest or other document 

that records dual interests and responsibilities 
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4.10 Publishing information about pension boards 
 

Almost all Central (10 out of 12), Local government (51 out of 53) and Police 

schemes (19 out of 22) reported that they had in place procedures to ensure that  

information about the pension board which must be published, was published and 

kept up to date. Within Fire and rescue schemes, over half (8 out of 14) had 

procedures in place.   

Overall, 88 out of 101 (87%) reported that this was the case. 

Figure 4.10-1: Publishing procedures in place to ensure that information 

about the pension board which must be published, is published and kept up 

to date 
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4.11 Internal controls  
 

Overall, 57 out of 101 (56%) conducted risk assessments at least quarterly, and 

83 out of 101 (82%) had a risk register in place. 77 out of 101 (76%) had 

documented procedures for assessing and managing risk. 

All Central schemes conducted risk assessments at least quarterly, and all had a 

risk register in place. Additionally, all of the Central schemes had documented 

procedures for assessing and managing risk – of which two-thirds (8 out of 12) (do 

or will) review the effectiveness of risk management and internal control systems 

at least every six months.  

Almost half of Fire and rescue schemes conducted risk assessments quarterly (6 

out of 14). Around a third had a risk register in place (5 out of 14) and documented 

procedures for assessing and managing risk (5 out of 14). In terms of reviewing 

the effectiveness of its risk management and internal control systems, almost half 

(6 out of 14) stated they do or will do this once a year or more, while half (7 out of 

14) ‘don’t know’ how frequently they do or will do this. 

Among Local government schemes, two-thirds conducted risk assessments at 

least quarterly, and the vast majority had a risk register in place (48 out of 53). 

Four-fifths of Local government schemes had documented procedures for 

assessing and managing risk – of which around a fifth do or will review the 

effectiveness of risk management and internal control systems at least every six 

months. Over half (29 out of 53) do or will do this at least once a year.  

Around half of Police schemes conducted risk assessments every six months (13 

out of 22), and the majority had a risk register in place (18 out of 22). The majority 

(18 out of 22) also had documented procedures for assessing and managing risk – 

of which almost three-quarters (16 out of 22) do or will review the effectiveness of 

risk management and internal control systems once a year or more. 
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Figure 4.11-1: Frequency of risk assessment 

 

Figure 4.11-2: Risk register in place 
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Figure 4.11-3: Documented procedures in place for assessing and managing 

risk 

Q30a – documented procedures in place for assessing and managing risk 
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Figure 4.11-4: Frequency of reviewing effectiveness of risk management and 

internal control systems 
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4.12 External advisers and service providers 
 

Overall, 47 out of 101 (47%) used third party administrators, and 83 out of 101 

(82%) reported the use of an auditor. 

The types of external advisers and service providers engaged by Central, Fire and 

rescue and Police schemes tended to be similar. All three schemes mainly used 

‘Third party administrator/ outsourced service providers’ and ‘auditors’; Central 

schemes also used ‘legal advisers’. Local government schemes used a wider 

range of advisers and providers – mainly investment/fund managers, auditors, 

investment consultants and custodians. A large minority (24 out of 53) of Local 

Government schemes reported retaining the services of an actuary. 

Figure 4.12-1: External advisers and service providers engaged by the 

pension scheme 
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Among schemes that used third party administrators or outsourced providers, 

almost all required the supplier to demonstrate adequate internal controls – 

regardless of scheme type.  

Figure 4.12-2: Outsourced service providers required to demonstrate that 

they have adequate internal controls relating to the services they provide 

 

PLEASE NOTE: A small number of respondents provided an answer for Q32 despite their response to Q31 

indicating that their scheme did not use outsources service providers.  As such there are additional responses 

included in the above Figure. 

Overall, 71 out of 101 (70%) of schemes reported having a documented service 

level agreement in relation to their scheme and the services provided by their 

scheme administrators, regardless of whether administration was carried out in-

house or provided by a third party. 

Around two-thirds of Central (8 out of 12) Fire and rescue (9 out of 14) and Local 

government (35 out of 53) schemes had a documented service level agreement in 

relation to their scheme and the services provided by scheme administrators (in-

house and outsourced). Almost 9 in 10 Police schemes (19 out of 22) had these in 

place. 
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Figure 4.12-3: Documented service level agreement in place in relation to the 

scheme and the services provided by their scheme administrators 
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Overall, 43 out of 101 (43%) of schemes received information on their 

administrator’s internal controls on a monthly or quarterly basis. 

The frequency with which information was reported to be received on 

administrators’ internal controls varied within scheme types: 

Central schemes most commonly received information on internal controls relating 

to the services that administrators provided ‘monthly’ (5 out of 12) or ‘annually’ (3 

out of 12). 

The frequency of information on administrator’s internal controls varied between 

the individual Fire and rescue schemes, for example: three schemes received 

information ‘monthly’, three schemes received this ‘annually’, three schemes 

stated ‘don’t know’ and a further three schemes stated ‘never’ or ‘no answer’. 

Two-fifths of Local government schemes received information on internal controls 

relating to the services that administrators provided ‘annually’ (22 out of 53); 

slightly less than one-fifth received this ‘monthly’ (8 out of 53) or ‘quarterly’ (10 out 

of 53). 

Police schemes most commonly received information on internal controls relating 

to the services that administrators provided ‘monthly’ (13 out of 22).  
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Figure 4.12-4: Frequency of information on internal controls relating to the 

services that administrators provide 
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4.13 Scheme record-keeping and data monitoring  

 

Figure 4.13-1: Policies and processes in place to monitor data on an 

ongoing basis to ensure that it is accurate and complete  
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Figure 4.13-2: Measurement of data against requirements of the Public 

Service (Record Keeping and Miscellaneous Amendments) Regulations 2014 

 

Figure 4.13-3: Measurement of presence and/or the accuracy of the 

scheme’s data  
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Figure 4.13-4: Actions taken to resolve any data issues identified  

 

PLEASE NOTE: A small number of respondents provided an answer for Q38 despite their response to Q36 

indicating that their scheme did had not measured its data against the regulations.  As such there are 

additional responses included in the above Figure. 

Overall, 45 out of 101 schemes (45%) had measured their data, with a further 24 

out of 101 (24%) having partially measured the scheme’s data against the 

requirements of the Record Keeping Regulations4.  Of these 69 schemes, 63 had 

measured both the presence and accuracy of data.   

The majority (10 out of 12) of Central schemes had measured the scheme’s data 

against the Regulations (5 out of 12 measures and 5 out of 12 partially measured). 

Of those who had conducted these measurements, all measured the presence 

and accuracy of the scheme’s data. The main action taken by seven schemes to 

resolve any data issues identified were a ‘data improvement plan being 

implemented’. Data cleansing exercises will or had been carried out by four 

schemes.  

Half of Fire and rescue schemes (7 out of 14) had measured the scheme’s data 

against the Regulations (6 out of 14 measures and 1 out of 14 partially measured). 

Of those who provided a response relating to conducting these measurements, 

the majority (7) measured the presence and accuracy of the scheme’s data. Data 

cleansing exercises will or had been carried out by six schemes to resolve any 

data issues identified. 

                                                           
4
 Public Service (Record Keeping and Miscellaneous Amendments) Regulations 2014. 
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Among Local government schemes, two-thirds had measured the scheme’s data 

against the Regulations (20 out of 53 measured and another 15 out of 53 partially 

measured). Of those who provided a response relating to conducting these 

measurements, the majority (31) measured the presence and accuracy of the 

scheme’s data. Local government schemes were split between planning and 

having completed actions to resolve any data issues identified: 

 Seven schemes were developing a data improvement plan, nine had this in 

place. 

 Data cleansing exercises were to be carried out by 11 schemes, 13 schemes 

had already conducted them. 

 ‘Other’ actions were also planned/being carried out by eight schemes. 

Over three-quarters of Police schemes had measured the scheme’s data against 

the Regulations (14 out of 22 measures and 3 out of 22 partially measured). Of 

those who provided a response relating to conducting these measurements, the 

majority (15) measured the presence and accuracy of the scheme’s data. 12 

Police schemes had implemented data improvement plans and had carried out 

data cleansing exercises. Furthermore ‘other’ actions were also planned/being 

carried out by eight schemes. 
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Figure 4.13-5: Last data review exercise 

 

Overall, 72 out of 101 (71%) schemes reported that they had conducted a data 

review within the last year. 

Over half of Central schemes had conducted a data review exercise in the last 

year (7 out of 12); and the majority currently carried out or planned to carry out 

future data review exercises (including an assessment for accuracy and 

completeness of the data) at least annually (6 out of 12 annually, 4 out of 12 more 

frequently). 

Half of Fire and rescue schemes had also conducted a data review exercise in the 

last year (7 out of 14) and the majority currently carried out or planned to carry out 

future data review exercises annually (11 out of 14) 

Among Local government schemes, data review exercises were most frequently 

carried out within the last 12 months (41 out of 53). Over three-fifths of Local 

government schemes currently carried out or planned to carry out future data 

review exercise annually (34 out of 53), with one-fifth planning to conduct data 

reviews more frequently than annually (11 out of 53). 

The majority of Police schemes (17 out of 22) had carried out a data review 

exercise in the last year. Looking ahead, almost all schemes currently carried out 

or planned to carry out future data review exercise at least annually (7 out of 22 

annually, 13 out of 22 more frequently).  
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Figure 4.13-6: Frequency of data review exercise including an assessment 

for accuracy and completeness of the data 

 

Figure 4.13-7: Content of data review 
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Schemes data review involved a wide range of activities: 

 A full review and checks of all data held by the scheme was one of the most 

common tasks identified by those answering for Central (5 out of 12), Fire & 

Rescue (4 out of 14) and Police (14 out of 22) schemes. 

 Key risk areas of data reviewed and checked was also a top mentioned 

activity among Central (5 out of 12), Fire & Rescue (4 out of 14) and Local 

Government (18 out of 53) schemes. 

 Assessing the completeness of all data was also part of the review among 

several Local Government schemes (12 out of 53). 

 A quarter of Local Government schemes (14 out of 53) mentioned that the 

content varied in each review. 

Figure 4.13-8: Schemes require participating employers to provide timely 

and accurate data  

Q42  - schemes data requirements on employers
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In all scheme types the vast majority of schemes require employers to provide 

data on a timely and accurate basis. In a minority of cases, Central schemes, Fire 

and rescue schemes and Police schemes do not have this requirement. 
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Figure 4.13-9: Proportion of scheme employers which provide data that is 

timely, accurate and complete as a matter of course 

 Base: All respondents (101)
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Overall (51%) of schemes reported that 90%-100% of scheme employers provided 

schemes with timely, accurate and complete data as a matter of course; three in 

ten (32%) stating 100%. 

3 out of 7 Central schemes submitted that 90% of employers provided timely, 

accurate and complete data. The same figure for Local government schemes was 

17 out of 46 schemes. Most Fire and& rescue (6 out of 8 schemes) and Police 

schemes (15 out of 17) who answered the question indicated that 100% of 

employers provided timely, accurate and complete data. 
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4.14 Maintaining contributions 
 

Almost all schemes (98 out of 101, 97%) regardless of type had a method or other 

process for monitoring the payment of contributions to the scheme in place. The 

vast majority also had processes in place to resolve payment issues and assess 

whether to report payment failures.  

Figure 4.14-1: Method or other process for monitoring the payment of 

contributions into the scheme 

  

  

Q44 – method for monitoring scheme contributions

11

1
Yes

No

Don't know

Base: Central (12), Fire & Rescue (14) Local Gov (53), Police (22)  
Q44 Do you have a method or other process for monitoring the payment of contributions to the scheme?

53

Yes

No

Don't know

12

2
Yes

No

Don't know

22

Yes

No

Don't know

Central  (no) Fire & Rescue (no)

Local Gov (no) Police (no)

Please note: Due to very small base sizes  for 
three scheme types, the data are reported in  
absolute numbers.  Findings are indicative only



 
Page 43 

Figure 4.14-2: Processes in place to resolve payment issues and assess 

whether to report payment failures  
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4.15 Providing information to members 

 

Figure 4.15-1: Provision of benefit information statements to members as a 

matter of course in the last 12 months 

 

Overall, 77 out of 101 (76%) of schemes reported that they had issued a member 

benefit statement to all members as a matter of course in the last 12 months. 

Half of Central schemes (6 out of 12) had provided member benefit information 

statements to members as a matter of course in the last 12 months. Three 

provided these to all members and three to active members only. 

The majority of Fire and rescue (9 out of 14) and Police (16 out of 22) schemes 

had provided member benefit information statements to all members as a matter 

of course in the last 12 months  

Among Local government schemes, all schemes had provided member benefit 

information statement to members as a matter of course in the last 12 months, 

with the vast majority being provided to all members (49 out of 53). 
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Figure 4.15-2: Year that the member benefit statement refers to 

 

Of the schemes that had provided a member benefit statement in the previous 12 

months, the majority related to the year ended 31 March 2014 for Central, Fire and 

rescue and Police schemes. For Local government, the majority related to the 

year ended 31 March 2015. 
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4.16 Internal Dispute Resolution 
 

Figure 4.16-1: frequency of assessing effectiveness of Internal Dispute 

Resolution arrangements 
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Figure 4.16-2: circumstances under which Internal Dispute Resolution 

arrangements are reviewed 
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In terms of internal dispute resolution (IDR) arrangements, assessments tended to 

be carried out on infrequent or ad hoc basis for all scheme types. 14 out of 22 

Police schemes and 15 out of 53 Local Government schemes reported that they 

carried out reviews annually. Schemes reported that they typically reviewed 

arrangements as part of a wider internal reporting review. 

Online methods were prevalent as a form of communication, but IDR 

arrangements were either included with or mentioned in hard copy 

communications by a large minority of schemes. This was consistent across all 

scheme types. 

Figure 4.16-3: main methods employed to communicate Internal Dispute 

Resolution arrangements to members 

 Base: All respondents (101)
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4.17 Reporting breaches 

 

Training was provided to the scheme managers and pension board members on 

their duty to report breaches of the law to the regulator for 71 out of 101(70%) 

schemes. Overall, 56 out of 101 (55%) schemes reported that their scheme had 

procedures in place to enable the scheme manager, pension board members and 

those who have a duty to report to identify and assess breaches of the law. 

Among Central schemes, training was provided in two-thirds of the schemes (8 out 

of 12). The same proportion of schemes (8 out of 12) had procedures in place 

regarding identifying and assessing breaches of the law. 
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Just over half (8 out of 14) of Fire and rescue schemes stated training was 

provided regarding reporting breaches of the law, with five schemes stating they 

had procedures relating to identifying and assessing breaches of the law in place. 

Training was provided regarding duties to report breaches of the law among two-

thirds of Local government schemes (37 out of 53). With regard to having 

procedures in place relating to identifying and assessing breaches of the law, half 

of the Local government schemes stated they were doing this (27 out of 53). 

The vast majority of Police schemes (18 out of 22) provided training regarding 

reporting breaches of the law. Around three-quarters (16 out of 22) had 

procedures relating to identifying and assessing breaches of the law in place. 

Figure 4.17-1: Provision of training for scheme managers and pension board 

members on their duty to report breaches of the law to the regulator 
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Figure 4.17-2: Procedures in place to enable the scheme manager, pension 

board members and those who have a duty to report to identify and assess 

breaches of the law 
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