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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 25 September 2015 are attached for 
confirmation, marked 3.

Contact: Sarah Townsend (01743 257721)

4 Public Questions 

5 HarbourVest (Private Equity) 

Ms Hannah Tobin and Mr Peter Wilson will give a presentation.

6 BlackRock (Hedge Funds) 

Mr Simon Betteley and Mr John Ware will give a presentation.

7 Brevan Howard (Hedge Funds) 

Ms Anouck De Somer and Mr Magnus Olsson will give a presentation.

8 Alternative Indexation 

Mr John Belgrove and Mr Louis-Paul Hill, from Aon Hewitt, will present this item.

9 Statement of Investment Principles (Pages 7 - 22)

The report of the Head of Treasury & Pensions is attached, marked 9.

Contact: Justin Bridges (01743 252072)



10 Corporate Governance Monitoring (Pages 23 - 54)

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

Contact: Justin Bridges (01743 252072)

11 Pensions Administration Monitoring (Pages 55 - 62)

The report of the Pension Administration Manager is attached, marked 11.

Contact: Debbie Sharp (01743 252192)

12 New Policy - Breaches Policy (Pages 63 - 78)

The report of the Head of Finance, Governance & Assurance (Section 151 
Officer) is attached, marked 12.

Contact: James Walton (01743 255011)

13 Exclusion of Press and Public 

To consider approving 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 14 to 16 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.

14 Exempt Minutes (Exempted by Category 3) (Pages 79 - 82)

The exempt Minutes of the meeting held on 25 September 2015 are attached for 
confirmation, marked 14.

Contact: Sarah Townsend (01743 257721)

15 New Admission Bodies (Exempted by Category 3) (Pages 83 - 86)

The exempt report of the Pension Administration Manager is attached, marked 
15.

Contact: Debbie Sharp (01743 252192)

16 Investment Monitoring - Quarter to 30 September 2015 (Exempted by 
Category 3) (Pages 87 - 138)

The exempt report of the Head of Treasury & Pensions is attached, marked 16.

Contact: Justin Bridges (01743 252072)
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Pensions Committee

27 November 2015

10.00 am

MINUTES OF THE PENSIONS COMMITTEE MEETING HELD ON 25 SEPTEMBER 
2015 
10.15 AM - 12.37 PM

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

Present: 
Members of the Committee:
Councillor Malcolm Pate (Chairman)
Councillors Thomas Biggins and Andrew Davies 

Co-Opted Members (Voting):
Charles Smith

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

16 Apologies for Absence and Substitutions 

Apologies for absence were received from Councillors Anne Chebsey and Malcolm 
Smith.

Apologies for absence were also received from Councillors Arnold England, Roger 
Evans and Rob Sloan (Substitute Members).

Councillor Charles Smith (Voting Co-opted Member), Mr Nigel Neat (Non-Voting Co-
opted Member) and Mr Mike Morris (Pensions Board Member but in attendance as 
an Observer) were welcomed to their first Pensions Committee meeting.

17 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.

18 Minutes 

RESOLVED:
That the Minutes of the meeting held on 26 June 2015 be approved and signed by 
the Chairman as a correct record.
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19 Public Questions 

There were no public questions.

20 Harris Associates (Global Equities) 

Mr Euan MacLaren and Mr Mike Manelli gave a presentation on the performance of 
their Global Equity Portfolio as of 30 June 2015.

Members were firstly provided with an organisational overview before Mr Manelli 
went on to explain the reasons for the underperformance of the portfolio.  Members 
were also taken through the ten largest and smallest contributors to performance 
between 30 June 2014 and 30 June 2015, following which, questions were asked in 
relation to the recent market volatility and the driving factors behind the 
underperformance.

21 Investec Asset Management (Global Equities) and Government Budget 
Announcement 

Mr Stephen Lee and Mr Ian Vose gave a presentation on the performance of the 
Investec Global Dynamic Equity Fund as of 30 June 2015.  Members were informed 
that since the inception of the Fund on 30 September 2013, it had outperformed its 
comparative index, the MSCI ACWI (All Country World Index) by 3.7%.

Members were taken through the performance of the portfolio's stocks and their 
sector attribution between 30 June 2014 and 30 June 2015 together with details of 
the stocks that had been bought and sold over this period.

Mr Lee also gave a presentation on the Summer Budget 2015 and its impact on the 
Local Government Pension Scheme. In brief, in 2014, the Hymans Robertson report 
to the Government provided a structure analysis on Local Government Pension 
Schemes with the primary purpose of quantifying the potential for cost savings 
across the LGPS.  The Summer Budget 2015 detailed how the findings of this report 
were to be taken forward.  Mr Lee explained that a consultation on "Criteria" had 
already started and that a further consultation was expected later this year on new 
investment regulations and "back stop" legislation which would be applied if any fund 
did not come up with sufficiently ambitious proposals that met this “Criteria”. 

22 LDI Strategy 

Mr John Belgrove and Mr Louis-Paul Hill, from Aon Hewitt, gave a presentation on 
Shropshire Investment Strategy Proposal - Liability Driven Investment (LDI) and 
Unconstrained Bonds.  

Members had the opportunity to ask questions and were informed that the Officer 
recommendations would be voted upon in the Exempt part of the meeting.
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23 Internal Audit Outturn Report for Shropshire County Pension Fund 2014/15 

The Committee received the report of the Audit Service Manager (copy attached to 
the signed Minutes) which provided Members with details of the work undertaken by 
Internal Audit for the year ended 31 March 2015.  It was reported that final 
performance had been good with 100% of the annual Audit Plan being delivered.  
Four good and one reasonable assurances were made in 2014/15 and a total of 
nineteen recommendations had been made in the five audit reports related to the 
year.  One ‘significant’ recommendation was made in the Altair Pension Application 
audit and the remaining recommendations were rated as ‘requiring attention’ or ‘best 
practice’.    

It was reported that on the basis of the work undertaken and management responses 
received, the Pension Fund’s governance, risk management and internal control 
processes were sound and working effectively.  The Audit Service Manager was 
therefore able to deliver a positive year end opinion on the Fund’s internal control 
environment for 2014/15. 
  
RESOLVED:
(a) That performance against the Audit Plan for the year ended 31 March 2015 be 

endorsed.  

(b) That the Audit Service Manager’s positive year end opinion on the Fund’s 
governance, risk management and internal control environment for 2014/15, on 
the basis of the work undertaken and management responses received, be 
endorsed. 

24 External Audit - The Audit Findings for Shropshire County Pension Fund 
2014/15 

The Committee received the report of the External Auditor, Grant Thornton, (copy 
attached to the signed Minutes) which highlighted the key matters arising from the 
audit of Shropshire County Pension Fund’s financial statements for the year ending 
31 March 2015.

Mr John Gregory and Mr Ashley Wilson were in attendance and advised the meeting 
that it was anticipated that an unqualified opinion in respect of the Fund's financial 
statements would be provided and that the key messages arising from the audit 
were: 

 That the draft and final version of the financial statements recorded net assets 
carried forward of £1,512,730,000 and that no material adjustments affecting 
the Fund’s net assets position had been identified; and

 That a number of minor adjustments to the notes to the financial statements 
had been agreed with Officers.

Mr Gregory informed the meeting that one non-trivial adjustment that netted to £0.7m 
had been identified in respect of discrepancies between the values of investments 
reported by the custodian and fund managers but that Officers were not proposing to 
amend the 2014/15 financial statements as the values were not materially different.
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Following the meeting, it was noticed that there was a typing error on page 6 of the 
report and that the last paragraph under the heading ‘Key issues arising from our 
audit’ needed to be amended to read ‘Officers are not proposing to amend for this in 
2014/15, as the values are not materially different.  If an amendment were made it 
would decrease both the Fund's reported surplus and net assets by £0.7m.  The 
Pensions Committee is asked to approve management's proposed treatment and 
recognition of this and the associated disclosure within the Letter of Representation 
(further details are on page 17)’.

RESOLVED: 
(a) That the content of the report of the External Auditor, Grant Thornton, be noted. 

(b) That the management’s proposed treatment of the one non-trivial adjustment 
be approved. 

(c) That the signing of the Letter of Representation be approved.

25 Pension Fund Annual Accounts 2014/15 

The Committee received the report of the Head of Finance, Governance and 
Assurance (copy attached to the signed Minutes) which provided Members with the 
Shropshire County Pension Fund Annual Report 2014/15 and an update on the 
annual audit.

RESOLVED:
That the Pension Fund Annual Report 2014/15 be approved.

26 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 April 2015 to 30 
June 2015.

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

27 Pensions Administration Monitoring 

The Committee received the report of the Pension Administration Manager (copy 
attached to the signed Minutes) which provided Members with monitoring information 
on the performance of and issues affecting the Pensions Administration Team.

It was reported that there was a typing error on paragraph 9.7 of the report and that 
Shropshire Council Members' term of office ended in 2017 and not 2016 as stated 
within the report.

It was noted that the Pensions Regulator had provided a free e-learning programme 
and the Committee were advised to undertake this training.  The e-learning 
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programme could be accessed via the Regulator’s “Trustee Toolkit” on their website: 
https://trusteetoolkit.thepensionsregulator.gov.uk/.  Committee Members would be 
contacted further about this in due course.

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

28 Collaborative Working with other Local Government Pension Funds 

The Committee received the report of the Head of Treasury and Pensions (copy 
attached to the signed Minutes) which informed Members of discussions that had 
been taking place with other Local Government Pension Scheme (LGPS) 
Administering Authorities and sought delegated authority to continue this work.

The report also provided an update to Members on the wider national position in 
respect of collaboration within the LGPS, and in particular the potential impact of an 
announcement contained within the Summer Budget.  Members were updated on the 
National Collaboration work which was being co-ordinated by Hymans in which Joint 
Working Groups had been set up in order to submit a joint response to Government 
on two or three pooling options.  The Shropshire Fund is one of 25+ other funds 
involved in contributing to this work. 

Members were informed that the seven Funds involved in discussions appeared to 
have sufficient ‘critical mass’ to be able to jointly procure passive investment 
management services at a cost that was significantly lower than the individual Funds 
were currently paying.  It was noted that since the report had been written, an 
investment consultant, bfinance, had been selected by the seven Funds.

RESOLVED:
(a) That the position as set out in the report be noted.

(b) That authority be delegated to the Head of Finance, Governance and 
Assurance in consultation with the Chairman if necessary to conclude the 
matter of joint procurement of a passive investment manager with other LGPS 
administering authorities.

29 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 30 to 32, 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.

30 Exempt Minutes (Exempted by Category 3) 

RESOLVED:
That the Exempt Minutes of the meeting held on 26 June 2015 be approved and 
signed by the Chairman as a correct record.

https://trusteetoolkit.thepensionsregulator.gov.uk/
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31 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 two new Employer admissions to the Fund, both under Schedule 2 Part 3 
Regulation 1(d)(i) of the Local Government Pension Scheme Regulations 2013, due 
to services transferring from a Scheme Employer, under a service contract.  
Members were also provided with details of a potential admission to the Fund.

The report also provided 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.  
Confirmation of four new Schedule 1 Part 1 Scheme Employer (Academies) who 
would or had joined the Fund, along with one closure were also reported.

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

32 Investment Monitoring - Quarter to 30 June 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 June 2015 and reported on the technical meetings held with managers 
since the quarter end. 

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

(The full version of Minutes 31and 32 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: 



Committee and Date

Pensions Committee

27 November 2015

10.00am

Item

9

Public

STATEMENT OF INVESTMENT PRINCIPLES

Responsible Officer Justin Bridges
e-mail: justin.bridges@shropshire.gov.uk Tel:  (01743) 

252072

1. Summary

1.1 The report provides 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 the Statement of Investment Principles 
outlines the Fund’s compliance with these principles.

2. Recommendations

2.1 The Committee is asked to approve, with or without comment, the 
revised Statement of Investment Principles at Appendix A.

REPORT

3. Risk Assessment and Opportunities Appraisal

3.1 The Statement of Investment Principles sets out the Fund’s approach 
to managing risk within its investments.

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

3.3 There are no direct environmental, equalities or climate change 
consequences of this proposal.  The Statement of Investment 
Principles sets out the Pension Fund’s approach to Ethical, 
Environmental and Socially Responsible Investments.

3.4 The Statement of Investment Principles is published on the Scheme’s 
website.

mailto:justin.bridges@shropshire.gov.uk
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4. Financial Implications  

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

5. Background

5.1 Pension Schemes within the Local Government Pension Scheme are 
required to publish a Statement of Investment Principles (SIP) and to 
further publish any changes to the SIP. 

5.2 Shropshire’s original SIP was published in 2000 and revisions have 
been made each year if required since then to reflect changes to the 
strategic asset allocation and investment management arrangements 
of the Fund. Following any changes to the SIP it is published and made 
available on the website.

6. Statement of Investment Principles

6.1 The SIP outlines the Shropshire County Pension Fund investment 
objectives. The primary long term objective is to achieve and maintain 
a funding level at, or close to 100% of the Fund’s estimated liabilities; 
and within this, to endeavour to maintain low and stable employers’ 
contribution rates.  

6.2 The SIP also outlines the types of investments held, the approach to 
risk and diversification, expected returns on investments and the Funds 
approach to social, environmental and ethical investments.

7. Myners Principles

7.1 In response to the Treasury report Updating the Myners Principles:A 
Response to Consultation (October 2008), Local Government Pension 
Schemes are required to prepare, publish and maintain statements 
against a set of six principles for pension fund investment, scheme 
governance, disclosure and consultation. These principles replace the 
ten Myners principles published in 2001 which Local Government 
Pension Schemes were required to report against previously. 

7.2 The Chartered Institute of Public Finance Accountancy (CIPFA) has 
published guidance on the application of the six Myners Principles to 
the Local Government Pension Scheme. The Fund is required to take a 
‘comply or explain’ in the following six areas;-

 Effective decision making

 Clear objectives

 Risk and liabilities

 Performance assessment

 Responsible ownership
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 Transparency and reporting

7.3 The Fund’s compliance against the six principles is published within the 
SIP. Attached at Appendix A is the revised Statement of Investment 
Principles for Members approval.

8. Publication

8.1 The revised Statement of Investment Principles (SIP) will be published 
and distributed to investment advisors, investment managers and 
scheme employers following approval. The SIP will also be available 
on the Fund website.

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

Cabinet Member
N/A

Local Member
N/A

Appendices
A - Statement of Investment Principles (revised November 2015)





Shropshire County Pension Fund

Statement of Investment Principles 

1. Introduction
The purpose of the Statement of Investment Principles (‘the Statement’) is to document the principles, 
policies and beliefs by which the Pensions Committee of the Shropshire County Pension Fund (“the 
Fund”) manages the Fund’s assets. This document takes account of:

 The Local Government Pension Scheme (Management and Investment of Funds) Regulations 
2009

 The requirements of the Pensions Act 2004

 The requirements of the Occupational Pension Schemes (Investment) Regulations 2005; 

 The principles of the Myners Code

 CIPFA guidance

The Local Government Pension Scheme (“LGPS”), of which the Fund is a part, is established under the 
Superannuation Act 1972 and is regulated by a series of Regulations made under the 1972 Act.  

Shropshire Council is the Administrating Authority for the Fund  

The Pensions Committee consulted with employing bodies and received written advice from the Fund’s 
investment consultant, Aon Hewitt, on this statement.

There are close links between this statement and two other statements. The Funding Strategy 
Statement (“FSS”) sets out the main aims of the fund and explains how employers’ contribution rates 
are set to achieve those aims. The Governance Compliance Statement sets out the structure of 
delegations of responsibilities for the Fund.

A copy of this Statement will be sent to each investment manager hired by the Fund, the auditor, the 
actuary and the investment consultant. A copy will also be sent to members of the Pension Board.

The Statement will be reviewed annually and when there is a significant change in the Fund’s 
circumstances.

2. Governance 
Shropshire Council has delegated to the Pensions Committee the administration of the Pension Fund, 
and the functions relating to local government pensions, etc., as set out in Schedule 1 to the Functions 
Regulations. The main areas of investment responsibility include:

 determination of strategic asset allocation;

 determination of portfolio structure;

 selection and appointment of external investment managers; and

 ongoing monitoring and evaluation of the investment arrangements.

The Pensions Committee is made up of nine members comprising both elected councillors and non-
voting employee and pensioner representatives. 



Members of the Pensions Committee recognise that they have a duty to safeguard, above all else, the 
financial interests of the Fund’s beneficiaries. Beneficiaries, in this context, are considered to be the 
Fund Members (pensioners, employees and employers), together with local Council Tax Payers.

2.1 Advice and Consultation

Members of the Committee receive independent investment advice from the following sources

 Roger Bartley - strategic and overall investment approach advice.

 Aon Hewitt - analysis and advice of a technical nature in relation to all investment related aspects of 
the pension fund including (but not limited to) portfolio construction, manager monitoring and 
appointment, and interpretation of performance measurement information. 

The Fund's Scheme Administrator has responsibilities under S151 of the Local Government Act 1972 
and provides financial (non-investment) advice to the Committee, including advice on financial 
management, issues of compliance with internal regulations and controls, budgeting and accounting 
and liaison with independent advisers.  

2.2 Liabilities

The LGPS is a defined benefit pension scheme which provides benefits related to the salary of 
members. The Scheme is a contributory defined benefit arrangement, with active members and 
employing authorities contributing to the Scheme. 

The value of the Fund’s ongoing liabilities is sensitive to various demographic (principally longevity) and 
financial factors.  The financial factors relevant to the fund’s investment policy are:

 the rate of return on assets;

 salary escalation for active members;

 price inflation for pensioners; and

 long-term interest rates.

2.2 Maturity and Cashflow

The Fund remains open to new members and new accruals. Contributions are received from both 
active members and Employing authorities. Active members contribute on a tiered system. Employing 
authorities contributions are determined based on advice from the Fund’s actuary based on the triennial 
valuation. 

3. Objectives
The Fund’s primary long term investment objective is to achieve and maintain a funding level at, or 
close to, 100% of the Fund’s estimated liabilities; and within this, to endeavour to maintain low and 
stable employers’ contribution rates.  Given the constraints on local authority spending, volatility in the 
employer’s contribution rate is undesirable.

4. Risks
The Committee regards ‘risk’ as the likelihood that it fails to achieve the objectives set out above and 
has taken several measures, which are set out in this Statement, to minimise this risk so far as is 
possible.

In particular, in arriving at the investment strategy and the production of this Statement, the Committee 
have considered the following key risks:

 asset-liability mismatch risk (asset allocation risk)

 the need to pay benefits when due (cash-flow risk)



 actions by the investment managers (investment risk)

 the failure of some investments (concentration risk)

 currency and counterparty risk

 custody risk

In terms of magnitude, the Committee considers asset-liability mismatch risk to be one of the most 
important to control. Therefore, following each actuarial valuation, the Committee conducts an 
asset/liability review, which focuses on the impact of asset allocation on expected future funding levels. 
The Committee considers the results using advanced modelling techniques, and, with the assistance of 
expert advisers, are able to measure and quantify them in terms of their definitions of risk.  This allows 
the Committee to assess the probabilities of critical funding points associated with different investment 
strategies.  

Consideration is given to the volatility of a number of parameters (e.g. items associated with accounting 
measures, contributions etc.), to further assess the potential risks associated with a particular 
investment strategy.

The process of risk management continues through to implementation.  The decision as to whether to 
pursue active management is evaluated separately for each asset class, with regard to the potential 
reward within that class for taking on active risk.  Active risk is then diversified through the use of 
different investment managers and pooled funds. Each investment manager appointed by the 
Committee is bound by the terms and conditions of an Investment Management Agreement where 
restrictions and targets are clearly documented, including a measure of risk. The pooled fund 
investments and direct investments are governed by the terms and conditions of the fund and or policy 
documents. Frequent monitoring of portfolio performance and exposure characteristics also aids in the 
ongoing risk management for the Fund.

5. Strategic Asset Allocation
The Committee regards the choice of asset allocation policy as the decision that has most influence on 
the likelihood of achieving their investment objective. The Committee retains direct responsibility for this 
decision which is made on the advice of their investment adviser with input from their Fund actuary and 
in consultation with the Employing Authorities. 

The investment strategy will normally be reviewed every three years. In addition if there is a significant 
change in the capital markets, in the circumstances of the Fund or in governing legislation then an 
earlier review may be conducted.

In keeping within the regulatory framework set out in the LGPS regulations, the Committee formulates 
the investment strategy with a view to

 the advisability of investing money in a wide variety of investments

 the suitability of particular investment and types of investment 

The Committee will consider a full range of investment opportunities including:

 quoted and unquoted equity

 government and non-government bonds

 Liability Driven Investment (LDI)

 property and infrastructure

 hedge funds and other alternative investments

The Committee further considers the legality of all investments for compliance with the LGPS.

The Committee determines the strategic asset allocation policy after considering projections of the 
Fund’s assets and liabilities which are calculated by the Fund’s investment adviser, in liaison with the 



Fund’s actuary. This asset-liability study examines different combinations of assets to determine which 
combination will best meet the Fund’s objectives. 

5.1 Expected return on investments

The study takes into account the particular liabilities of the Fund. 

In addition to a full specification of the Fund’s benefits, the study will make important assumptions about 
the behaviour of various asset classes (such as their expected return over long periods of time and the 
variability of those returns) and the liabilities in the future.  In framing these assumptions, it is assumed 
that:

 Equities may be expected to outperform other asset classes over the long term, but the returns are 
more unpredictable over the short term.  Gilts in turn can be expected to outperform cash deposits 
but with greater variability.

 Asset classes do not perform in the same way; some may go up in value while others are going 
down.  

 The performance of certain asset classes (particularly index-linked gilts) is more closely linked to 
the behaviour of inflation than others and so they represent a good match for liabilities linked to 
inflation.

Expected annualised returns are formulated for each asset class based on long term capital market 
assumptions, using ten year expected returns and volatilities. The returns and volatilities used for each 
asset class are shown in the table below, and represent the current 10 year annualised nominal return 
assumptions from Aon Hewitt at 31 December 2013 (as used in the Asset-Liability Modelling study 
carried out in May 2014) and at 30 September 2015.

31 December 2013 30 September 2015

Asset class Expected Return 
%

Volatility     
%

Expected Return 
%

Volatility 
%

UK Equities 7.7 20.0 7.3 19.0

Global Unconstrained Equities 10.1 21.8 8.9 21.4

Global Passive Equities 7.7 19.8 7.3 20.5

UK Property 7.1 14.5 6.0 12.5

UK Gilts (15 year duration) 3.6 11.0 2.6 11.0

UK Investment Grade Corporate 
Bonds (10 year duration) 4.3 9.0 3.5 9.0

UK Index-Linked Gilts (15 year 
duration) 2.6 9.0 1.9 9.0

Unconstrained Bonds - - 5.7 10.0

Global Fund of Hedge Funds 5.4 8.0 4.6 9.0

Multi-Strategy Hedge Funds 5.9 8.3 6.3 12.0

Global Private Equity 9.2 26.0 9.1 27.5

Infrastructure (USD) 8.1 20.4 7.0 19.0

Inflation (CPI) 2.3 - 2.0 -



5.2 Investment strategy

The Fund’s strategic asset allocation was agreed by Pensions Committee in September 2015 and 
following implementation, will be as follows:.

Asset Class Allocation Control Ranges

Total Equity 52.0 47.0 – 57.0

Unconstrained Global Equity 24.0 20.0 – 28.0

UK Equity 8.0 5.5 – 10.5

Passive Equity (100% Hedged to GBP) 20.0 16.0 – 24.0

Total Alternatives 23.0 18.0 – 28.0

European (Incl UK) Property 5.0 n/a

Private Equity 5.0 n/a

Infrastructure 3.0 n/a

Fund of Hedge Funds 5.0 n/a

Multi-Strategy Hedge Funds 5.0 n/a

Total Bonds 25.0 20.0 – 30.0

Liability Driven Investment (LDI) 3.5 2.0-5.0

Unconstrained Bonds 21.5 17.5-25.5

5.3 Rebalancing policy

Officers will review the position of the fund quarterly to ensure the assets are within the control ranges 
listed above, and will rebalance as appropriate.

5.4 Currency hedging policy

The Committee considers currency risk as an unrewarded risk – one that is expected to increase the 
volatility of the Fund, but not increase return. Passive equity investments are fully currency hedged by 
the investment managers. 

6. Implementation
The Committee have appointed investment managers to manage the Fund’s investments as set out in 
the Appendix. 

The Committee believe the use of active management within the Fund will increase the likelihood that 
the Fund will meet its objectives. 

The Committee also avails of passive management where they believe the extra risk and costs of active 
management would not benefit the Fund and to manage overall risk. 

The activities of each manager are governed by their Investment Management Agreement. This 
includes details on the portfolio performance objectives and risk limits as well as information on 
permissible investments.



6.1 Selection & realisation of investment

Each investment manager has full discretion in terms of stock selection within the constraints of the 
investment management agreement signed with each manager. The majority of investments held within 
the Fund are quoted on major markets and may be realised quickly, if required. Certain asset classes, 
Hedge funds, Private Equity, Property and Infrastructure are relatively illiquid and may take longer to 
realise, if required. 

The current list of investment managers and pooled funds used with a view to implementing the above 
strategy is set out in the Appendix A to this document.  The Appendix is included for information only, 
and does not form part of the Statement of Investment Principles.

6.3 Security Lending

The fund reactivated its security lending policy with Northern Trust in February 2011, having temporarily 
paused the lending activity in the period after the collapse of Lehmans. The collateral arrangements for 
the lending programme have been tightened on advice from Aon Hewitt, and the programme restarted. 

The manager(s) of pooled funds may undertake a certain amount of stock lending on behalf of unit-
holders. Where a pooled fund engages in this activity the extent is fully disclosed by the manager. 

6.2 Custody

The Committee regards the safekeeping of the Fund’s assets as of paramount importance and has 
appointed Northern Trust company as global custodian and record-keeper of the Fund’s assets.

7. Review and Control
The Committee are satisfied that they have adequate resources to monitor the investment 
arrangements.

7.1 Performance Measurement

The Committee monitors the strategy and its implementation as follows.

 The Committee receives, on a quarterly basis, a written report on the returns of the fund and asset 
classes together with supporting analysis.

 The performance of the total fund is also measured against the strategic benchmark, which is 
comprised of the asset class benchmarks weighted by the strategic allocations, and against agreed 
outperformance targets.

 The performance of the fund in each asset class is measured against the relevant benchmark.  A 
comparison against a universe of portfolios with similar mandates will also be made from time to 
time.

7.2 Service Provider Monitoring

The Committee reviews from time to time the services provided by the investment adviser and other 
service providers as necessary to ensure that the services provided remain appropriate for the Fund.

8. Environmental, Social and Governance and Exercise of Rights
The Committee expects the investment managers to take steps to ensure that environmental, social 
and governance factors are adequately addressed in the selection, retention and realisation of 
investments as far as such factors may affect investment performance. 

BMO (formerly F&C) provides a responsible engagement overlay on the Fund’s UK equity portfolios. 
BMO enters into constructive discussions with companies on the Fund’s behalf to put to them the case 



for improved financial returns through better management of the negative impacts they might have on 
the environment and society in general. 

The Fund is also a member of the Local Authorities Pension Fund Forum (LAPFF), which seeks to 
combine like-minded bodies to promote the above issues.  At present 64 Local Authorities are members 
of this forum with a combined asset value of 75% of local government pension fund assets.

8.1 Myners Investment Principles

Details to the extent to which the Pensions Committee complies with the six Myners principles and the 
extent to which management and investment arrangements at Shropshire comply (in accordance with 
the existing CIPFA guidance), and where not, what action is proposed in order to comply are set out in 
Appendix B.

9. Investment Manager and Adviser Fees

Investment management fees comprise an ad valorem or fixed base fee element and in some cases a 
performance based element. The ad valorem fee is calculated as a percentage of assets under 
management. Where applicable, the performance based element is calculated as a percentage of 
outperformance. The assessment period ranges from one to three years depending on the investment 
manager and the mandate. The exact details of the fee arrangements are specific to the investment 
manager and are as agreed in the respective Investment Manager Agreements. 



Appendix A: Current Investment Managers 
Fund assets are invested in portfolios managed by external investment managers shown in the table 
below. They are benchmarked against the indicated indices. The table shows whether portfolios are 
managed on a segregated or pooled basis, and their outperformance target. Based on expert advice, 
investment managers may be replaced at any time and this list may not always be current. 

This appendix shows the position at September 2015 and has been appended to the Statement of 
Investment Principles for information only, and does not form part of the Statement.

Investment 
Manager Asset class Benchmark Target

Active portfolios

PIMCO Europe Ltd Unconstrained 
bonds 1 month Sterling LIBOR +4% p.a.

BlackRock Unconstrained 
bonds 3 month USD LIBOR + 4-6% p.a.

GAM Unconstrained 
bonds 3 month Sterling LIBOR + 3-5% p.a.

BMO Liability Driven 
Investment (LDI)

Hedge Benchmark (based on FTSE 
over 5 yrs Index Linked Gilt Index)

Outperform 
the benchmark

Majedie Asset 
Management UK Equities FTSE All Share

+2% p.a. over 
rolling 3 year 

periods

MFS Investment 
Management Global Equities MSCI World

+2% p.a. over 
rolling 3 year 

periods

Investec Asset 
Management Global Equities MSCI All Country World NDR

+ 3-5% p.a. 
over rolling 3 
year periods

Harris Associates Global Equities MSCI World
+ 2-3% p.a. 
over 3 to 5 

years

Harbour Vest 
Partners Limited

Private Equity Fund 
of Funds Broad public equities index + 3-5% p.a.

Global Infrastructure 
Management Infrastructure n/a RPI +5% p.a.

Aberdeen Property 
Investors

European (incl UK) 
Property

Composite of INREV VA Europe 
Index, vintage 2005 – 2008 and IPD 
UK All Balanced Funds Index

RPI +4% p.a.

Brevan Howard Multi-Strategy 
Hedge Fund 3 month Sterling LIBOR +6.0% p.a.

BlackRock Fund of Hedge 
Funds 3 month Sterling LIBOR +5.0% p.a.



Indexed (Passive ) Portfolios

Legal & General 
Investment 
Management

Global Equity FTSE Developed World – GBP 
Currency Hedged

Match 
benchmark



Appendix B: Myners Principles Compliance Statement

Principle Comply or 
explain Comment/Examples Development 

needs

1. Effective decision making

 Administrating authorities 
should ensure that:

 decisions are taken by 
persons or organisations 
with the skills, knowledge, 
advice and resources 
necessary to make them 
effectively and monitor 
their implementation

 Those persons or 
organisations have 
sufficient expertise to be 
able to evaluate and 
challenge the advice they 
receive and manage 
conflicts of interest

Comply

Pensions Committee takes 
decisions relating to setting 
investment objectives and 
strategic asset allocation, 
appointment of investment 
managers. Pensions 
Committee members, 
substitute members and 
officers participate in an 
annual training day, attend 
educational seminary and 
receive occasional papers 
and presentations at 
committee meetings. The 
training requirements of new 
Pensions Committee 
members are addressed 
and appropriate training 
programmes made 
available, with a formal 
Training Programme being 
submitted to the Committee 
for consideration on an 
annual basis. The Pension 
Board provide assurance 
and good governance 
around the Pension 
Committee and the process.

2. Clear Objectives

 An overall investment 
objective should be set out 
for the fund that takes 
account of the scheme’s 
liabilities, the potential 
impact on local tax payers, 
the strength of the 
covenant for non-local 
authority employers and 
the attitude to risk of both 
the administrating authority 
and scheme employers, 
and these should be 
clearly communicated to 
advisors and investment 
managers

Comply

A Fund specific investment 
objective is set to maintain a 
funding level at, or close to 
100% and within this, to 
endeavour to maintain low 
and stable employers 
contribution rates. As set 
out in the Funding Strategy 
Statement, the actuary 
takes account of a range of 
factors on the Fund’s 
liabilities in setting 
contribution rates as part of 
the valuation process. 

Performance and risk 
parameters are specified in 
relation to relevant indices 
and appropriate time 
periods and are set out in 
investment mandates.



3. Risk and liabilities

 In setting and reviewing 
their investment strategy 
administrating authorities 
should take account of the 
form and structure of 
liabilities. 

 These include the 
implications for local tax 
payers, the strength of the 
covenant for participating 
employers, the risk of their 
default and longevity risk

Comply

Asset/Liability review is 
carried out every three 
years and the actuary takes 
account of a range of 
factors on the Fund’s 
liabilities as set out in the 
Fund’s Funding Strategy 
Statement which addresses 
the issues of financial 
assumptions, longevity and 
strength of covenant.  If 
required, the actuarial 
funding position can be 
reported to the Pensions 
Committee on a quarterly 
basis, using information 
provided by Aon Hewitt.

4. Performance assessment

 Arrangements should be in 
place for formal 
measurement of 
performance of the 
investments, investment 
managers and advisors

 Administrating authorities 
should also periodically 
make a formal assessment 
of their own effectiveness 
as a decision-making body 
and report on this to 
scheme members

Comply

The Officers have an 
independent performance 
measurer in place. They 
also receive regular updates 
from Aon Hewitt regarding 
managers and the Officers 
meet regularly with their 
managers and advisors to 
review their performance. 
The Fund has recently 
assessed its effectiveness 
as a decision-making body 
and aims to spend more 
time on strategic level and 
asset allocation decisions 
compared to meeting 
managers going forwards.

5. Responsible ownership

 Administrating authorities 
should

 Adopt or ensure their 
investment managers 
adopt, the Institutional 
Shareholders’ Committee 
Statement of Principles on 
the responsibilities of 
shareholders and agents

 Include a statement of 
their policy on responsible 
ownership in the statement 
of investment principles

 Report periodically to 
scheme members on the 
discharge of such 
responsibilities

Comply

The SIP includes a 
statement on responsible 
ownership. 

An independent advisor is 
appointed to engage with 
companies on socially 
responsible issues and 
voting at company meetings 
is effected through the 
Fund’s investment 
managers.

6. Transparency and reporting

 Administrating authorities 
Comply A range of documents are 

published relating to the 



should

 Act in a transparent 
manner, communicating 
with stakeholders on 
issues relating to their 
management of 
investment, its governance 
and risks, including 
performance against 
stated objectives

 Provide regular 
communication to scheme 
members in the form they 
consider most appropriate

Fund’s investment 
management and 
governance including the 
Governance Compliance 
Statement, Funding 
Strategy Statement, 
Statement of Investment 
Principles, Communication 
Policy Statement and 
Annual report and accounts. 
These documents are 
available in full on the 
Fund’s website and any 
amendments are published.

Stakeholders are also 
invited to attend the annual 
meeting of the scheme. 
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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 July 2015 to 30th 

September 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 25 September 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. 
     

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 
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 
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financial liabilities it didn’t need to and having its data called into 
question by the Fund Actuary.

4. Performance and Team Update

4.1 The team’s output and performance level to the end of October 2015 is 
attached at Appendix A.  

4.2 For September and October the procedures completed each month 
increased to over 1000 which has contributed to the outstanding 
procedures reducing.  This is very encouraging and demonstrates that 
the work being done to target backlog areas together with the fact the 
vacant posts have been recruited to in now having a positive effect on 
reducing the outstanding work.  It is hoped that if this can be sustained 
the back log will be greatly reduced going into the Valuation.

4.3 The middleware service called I-Connect (supplied by I-connect Ltd) 
has now gone live across 11 employers who use Telford & Wrekin 
Council as their payroll provider.  Telford & Wrekin’s main payroll and 2 
other externals are due to go live in November 2015.

4.4 The Systems team are still working closely with Shropshire Council and 
iConnect to ensure their payrolls go live before March 2016 to ensure a 
smooth year end process in readiness for the Valuation. 

4.5 The transfer of Funds for those Pensioners and Deferred Beneficiaries 
who were part of the Ministry of Justice transfer to Greater Manchester 
Pension is proceeding.  The transfer of records has already been 
undertaken and the Funds are to be transferred on 1 December.

5. Help Desk Statistics

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

Aug 2015  Sept 2015 Oct 2015
Telephone calls 
received 844 1031 854

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

90.88% 91.85% 89.11%

Users visiting 
the Website 1917 256** 1984

 * Where queries have not been dealt with by helpdesk, this will usually 
mean that the calls have been picked up by the rest of the team 
outside of the helpdesk.
**This figure is low due to a problem with the configuration of google analytics by the 
Web Team for this month only.
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 6.   GMP Reconciliation

6.1 Work is continuing on this project.  It is hoped that the Fund accountant 
can help on this project.

6.2 Costs to outsource this work have been obtained and a report on the 
preferred way forward will be brought to committee at the next meeting.

7. HMT Consultation on Exit Payments Cap

7.1 HM Treasury has published the results of their consultation on a 
proposed public sector exit payment cap on redundancy payoffs.  They 
have confirmed their intent to limit exit payments in the Public sector to 
£95K. The cap is proposed to include the value of the employer cost 
associated with early access to an unreduced pension for those 
employees in the Scheme and over age 55.

7.2 This proposal conflicts with the current LGPS regulations so will require 
a change in legislation.  Quite how this would be incorporated into the 
LGPS regulations remains to be seen.    

               
8. Communications

8.1 An Employers meeting was held on 20 October 2015 in the Council 
Chamber at the Shirehall and 38 employers were represented. The 
agenda on the day was as follows:

 Update from Scheme Administrator – James Walton
 Valuation 2016 – John Livesey, Mercers
 End of contracting out from 2016/ Outsourcing and the LGPS – 

Debbie Sharp, Pensions Administration Manager
 AVCs and the LGPS – Mike Johnstone, The Prudential
 Pensions Taxation and the Summer Budget - Helen Tomkins, 

Pensions Operations Lead
 CARE, Final Pay and Data Quality  – Cheryl Morrell, Pensions 

System and Support Lead
 Employer Discretion policies - Rebecca Purfit, Communications 

Officer

The meeting was filmed and all presentations will be available online in 
the coming weeks, for employers who couldn’t attend the meeting, to 
watch. A feedback form was given out on the day and some of the 
feedback received is below:

 All employers who attended the meeting rated it as good, very 
good or excellent.

 All employers who completed the feedback form agreed that 
they knew more about the LGPS after attending the meeting. 
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 All employers who attended the meeting said they would attend 
the next employers meeting. 

 The most popular sessions were: Ending of Contracting Out, 
CARE Final pay and Data Quality and Employers Discretions 
and Policies in the LGPS.

It is interesting to note that following the employers meeting views to 
the website including the employer area and the employer meeting 
increased dramatically.

8.2 Annual Benefit Statements 2016 - Work has already started on the 
production of Annual Benefit Statements for 2016. As reported in 
September 2015 the Fund is moving to online statements from summer 
2016 for its active members. A project group has been set up involving 
the key officers, focusing on areas such as specification, data testing, 
system requirements and implementation. Currently the Fund are 
looking at ways of efficiently promoting the use of Member Self Service 
during 2016(MSS), via posters in the workplace etc, in the run up to 
only producing the Statements on -line. Collaboration with other Funds 
undertaking the same communications exercise may be considered to 
ensure the costs associated with this exercise are good value.   

8.3 A newsletter for all active members is currently in draft, with a view to 
being issued towards the end of the year. This newsletter will ensure 
the regulatory requirements of the Occupational and Personal Pension 
Scheme Regulations 2013 are met.

8.4 Statements of policy about exercise of discretionary functions -
Under regulation 60. – (1) of the LGPS 2013 regulations employers are 
required to formulate, publish and keep under review a policy 
statement in relation to the exercise of a number of discretions under 
the LGPS rules. Reminders have been issued to Scheme Employers to 
ensure they are aware that since the change in regulations from the 1 
April 2014 they must make a new policy which now includes the 
discretions introduced as a result of the Scheme changes. Until 
recently the Fund had only managed to obtain policies from a relatively 
small number of employers therefore a template was purchased from 
Pentag Ltd for employers, without a policy, to use. Since the template 
has been shared with employers together with the training provided at 
the employers meeting, the Fund has doubled the amount of policies it 
now holds. The Fund has also been contacted by a further 5 employers 
who have confirmed they are currently drafting or awaiting approval of 
their policy. Each employer policy is being published on the Fund’s 
website. In the coming months further reminders will be sent to those 
employers who have not yet made a discretions policy.
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List of Background Papers (This MUST be completed for all reports, but does 
not include items containing exempt or confidential information)

Pensions Committee Meeting 25 September 2015 Pensions Administration Report

Cabinet Member (Portfolio Holder)
NA

Local Member
NA

Appendices
Appendix A – Performance Monitoring
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NEW POLICY – BREACHES POLICY 

Responsible Officer James Walton
e-mail: James.walton@shropshire.gov.uk Tel:  (01743) 

255011
Fax  (01743) 
252184

1. Summary

1.1 The report outlines the requirement for all individuals with a role in the 
LGPS (including members of the Committee, members of the Local 
Pension Board and officers) have a duty to report breaches of law 
when they have reasonable cause to believe that a breach has 
occurred. There should be no reliance placed on waiting for others to 
report breaches 

The Pensions Regulator’s Code of Practice, which became official 
guidance for the LGPS on 1st April 2015, includes practical guidance 
and expected standards (i.e. best practice) in relation to reporting 
breaches. This policy and procedure has been designed to comply with 
the guidance and ensure that Shropshire County Pension Fund follows 
best practice in this area.

2. Recommendations

2.1 The Committee is asked to approve, with or without comment, the 
Breaches Policy at Appendix A.  

REPORT

3. Risk Assessment and Opportunities Appraisal

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

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

3.3 There are no direct environmental, equalities or climate change 
consequences of this proposal.  

mailto:James.walton@shrops
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Contact:  James Walton on (01743) 255011

3.4 The policy will be issued to employers and published on the Scheme’s 
website.

4. Financial Implications  

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

4.2 Compliance with The Pension Regulators guidance does reduce the 
likelihood of being fined for non-compliance or wrong doing.

5. Background

5.1 All individuals with a role in the LGPS have a duty to report breaches of
Law when they have reasonable cause to believe that:
 A legal duty relevant to the administration of the scheme has not been, or 

is not being, complied with; and
 The failure to comply is likely to be of material significance to the
      Regulator.

5.2 This includes officers of the administering authority (Shropshire 
Council), the Pensions Committee, Shropshire local pension board (LPB) 

members, scheme employers, professional advisers (e.g. actuary, fund 
managers) as well as any other person involved in advising the administering 
authority in relation to the scheme.

5.3       A person can be subject to a civil penalty if he or she fails to comply 
with this requirement without a reasonable excuse. The duty to report 
breaches overrides any other duties the individuals listed above may 
have. However the duty to report does not override ‘legal privilege’. 
This means that, generally, communications between a professional 
legal adviser and their client, or a person representing their client, in 
connection with legal advice being given to the client, do not have to be 
disclosed. 

5.4      The Pensions Regulator’s Code of Practice, which became official         
guidance for the LGPS on 1st April 2015, includes practical guidance 
and expected standards (i.e. best practice) in relation to reporting 
breaches. This policy and procedure has been designed to comply with 
the guidance and ensure that Shropshire LGPS follows best practice in 
relation to reporting breaches. 

5.5     Breaches can occur in relation to a wide variety of the tasks normally
associated with the administrative function of a scheme such as 
keeping records, internal controls, calculating benefits and making 
investment or investment-related decisions. 

5.6  All reporters should have procedures in place to meet their reporting duty and 
there should be no reliance placed on waiting for others to report. Practical 
guidance in relation to this legal requirement is included in The Pensions 
Regulator’s Code of Practice and this policy and procedure has been developed 
to reflect that guidance.
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Contact:  James Walton on (01743) 255011

5.7. The policy and procedure set out in Appendix A details how individuals
responsible for reporting and whistleblowing can identify, assess and report 
(or record if not reported) a breach of law relating to the Fund. It aims to 
ensure individuals responsible are able to meet their legal obligations, avoid 
placing any reliance on others to report. The procedure will also assist in 
providing an early warning of possible malpractice and reduce risk.
   

6. Conclusion
  

6.1 Following approval this policy will be issued to all employers and       
published on the website.   

6.2 All individuals with a role in the LGPS have a duty to report breaches of 
law when they have reasonable cause to believe that a breach of 
material significance to the Pensions Regulator has taken place. 
Where a breach is not deemed material there is a requirement to 
record the breach.

 6.3     In line with guidance issued by the Pensions Regulator, Shropshire 
LGPS has developed a policy and procedure for ensuring those 
responsible for reporting and whistleblowing can identify, assess and 
report (or record if not reported) a breach of law relating to the Fund.

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

Cabinet Member
N/A

Local Member
N/A

Appendices
A – Breaches Policy





SHROPSHIRE PENSION BOARD
Reporting Breaches Procedure

1. Introduction

1.1 This document sets out the procedures to be followed by certain persons 
involved with the Shropshire County Pension Fund, the Local Government 
Pension Scheme managed and administered by Shropshire Council, in relation 
to reporting breaches of the law to the Pensions Regulator.

1.2 Breaches can occur in relation to a wide variety of the tasks normally associated 
with the administrative function of a scheme such as keeping records, internal 
controls, calculating benefits and making investment or investment-related 
decisions.

1.3 This Procedure document applies, in the main, to:

 all members of the Shropshire Pension Board;
 all officers involved in the management of the Pension Fund ;
 personnel of the pensions administrator providing day to day 

administration services to the Fund, and any professional advisers 
including auditors, actuaries, legal advisers and fund managers; and

 officers of employers participating in the Shropshire County Pension 
Fund who are responsible for pension matters.

2. Requirements

2.1 This section clarifies the full extent of the legal requirements and to whom they 
apply.

2.2 Pensions Act 2004
Section 70 of the Pensions Act 2004 (the Act) imposes a requirement on the 
following persons:

 a trustee or manager of an occupational or personal pension scheme;
 a member of the pension board of a public service pension scheme;
 a person who is otherwise involved in the administration of such a 

scheme an occupational or personal pension scheme;
 the employer in relation to an occupational pension scheme;
 a professional adviser in relation to such a scheme; and
 a person who is otherwise involved in advising the trustees or managers 

of an occupational or personal pension scheme in relation to the 
scheme, to report a matter to The Pensions Regulator as soon as is 
reasonably practicable where that person has reasonable cause to 
believe that:
(a) a legal duty relating to the administration of the scheme has not been 
or is not being complied with, and



(b) the failure to comply is likely to be of material significance to The 
Pensions Regulator.

The Act states that a person can be subject to a civil penalty if he or she fails 
to comply with this requirement without a reasonable excuse.  The duty to report 
breaches under the Act overrides any other duties the individuals listed
above may have. However the duty to report does not override ‘legal privilege’. 
This means that, generally, communications between a professional legal 
adviser and their client, or a person representing their client, in connection with 
legal advice being given to the client, do not have to be disclosed.

2.3 The Pension Regulator's Code of Practice
Practical guidance in relation to this legal requirement is included in The 
Pension Regulator’s Code of Practice including in the following areas:

 implementing adequate procedures.
 judging whether a breach must be reported.
 submitting a report to The Pensions Regulator.
 whistleblowing protection and confidentiality.

2.4 Application to the Shropshire County Pension Fund
This procedure has been developed to reflect the guidance contained in The 
Pension Regulator’s Code of Practice in relation to the Shropshire County 
Pension Fund and this document sets out how the Board will strive to achieve 
best practice through use of a formal reporting breaches procedure.  

3 The Shropshire County Pension Fund Reporting Breaches Procedure

The following procedure details how individuals responsible for reporting and 
whistleblowing can identify, assess and report (or record if not reported) a 
breach of law relating to the Shropshire County Pension Fund.  It aims to ensure 
individuals responsible are able to meet their legal obligations, avoid placing 
any reliance on others to report. The procedure will also assist in providing an 
early warning of possible malpractice and reduce risk.

3.1 Clarification of the law
Individuals may need to refer to regulations and guidance when considering 
whether or not to report a possible breach. Some of the key provisions are 
shown below:

 Section 70(1) and 70(2) of the Pensions Act 2004:
www.legislation.gov.uk/ukpga/2004/35/contents

 Employment Rights Act 1996:
www.legislation.gov.uk/ukpga/1996/18/contents

 Occupational and Personal Pension Schemes (Disclosure of 
Information) Regulations 2013 (Disclosure Regulations):
www.legislation.gov.uk/uksi/2013/2734/contents/made

 Public Service Pension Schemes Act 2013:
www.legislation.gov.uk/ukpga/2013/25/contents

 Local Government Pension Scheme Regulations (various):



http://www.lgpsregs.org/timelineregs/Default.html (pre 2014 schemes)
http://www.lgpsregs.org/index.php/regs-legislation (2014 scheme)

 The Pensions Regulator’s Code of Practice:
http://www.thepensionsregulator.gov.uk/codes/code-governance-
administration-publicservice-pension-schemes.aspx
In particular, individuals should refer to the section on ‘Reporting 
breaches of the law’, and for information about reporting late payments 
of employee or employer contributions, the section of the code on 
‘Maintaining contributions’.

Further guidance and assistance can be provided by the Head of Finance 
Governance & Assurance (s151 Officer) and Monitoring Officer, provided that 
requesting this assistance will not result in alerting those responsible for any 
serious offence (where the breach is in relation to such an offence).

3.2 Clarification when a breach is suspected
Individuals need to have reasonable cause to believe that a breach has 
occurred, not just a suspicion.  Where a breach is suspected the individual 
should carry out further checks to confirm the breach has occurred.  Where the 
individual does not know the facts or events, it will usually be appropriate to 
check with the Head of Finance Governance & Assurance, the Monitoring 
Officer, a member of the Pensions Committee or Pension Board or others who 
are able to explain what has happened.  However there are some instances 
where it would not be appropriate to make further checks, for example, if the 
individual has become aware of theft, suspected fraud or another serious 
offence and they are also aware that by making further checks there is a risk of 
either alerting those involved or hampering the actions of the police or a 
regulatory authority.  In these cases The Pensions Regulator should be 
contacted without delay.

3.3 Determining whether the breach is likely to be of material significance
To decide whether a breach is likely to be of material significance an individual 
should consider the following, both separately and collectively:

 cause of the breach (what made it happen);
 effect of the breach (the consequence(s) of the breach);
 reaction to the breach; and
 wider implications of the breach.

Further details on the above four considerations are provided in Appendix A to 
this procedure.

The individual should use the traffic light framework described in Appendix B to 
help assess the material significance of each breach and to formally support 
and document their decision.

3.4 A decision tree is provided below to show the process for deciding whether or 
not a breach has taken place and whether it is materially significant and 
therefore requires to be reported.

http://www.thepensionsregulator.gov.uk/codes/code-governance-


3.5 Referral to a level of seniority for a decision to be made on whether to report 
Shropshire Council has a designated Monitoring Officer to ensure the Council 
acts and operates within the law.  They are considered to have appropriate 
experience to help investigate whether there is reasonable cause to believe a 
breach has occurred, to check the law and facts of the case, to maintain records 
of all breaches and to assist in any reporting to The Pensions Regulator, where 
appropriate.   If breaches relate to late or incorrect payment of contributions or 
pension benefits, the matter should be highlighted to the Head of Finance 



Governance & Assurance or the Head of Treasury & Pensions at the earliest 
opportunity to ensure the matter is resolved as a matter of urgency.   Individuals 
must bear in mind, however, that the involvement of the Monitoring Officer is to 
help clarify the potential reporter's thought process and to ensure this 
procedure is followed. The reporter remains responsible for the final decision 
as to whether a matter should be reported to The Pensions Regulator.

The matter should not be referred to any of these officers if doing so will alert 
any person responsible for a possible serious offence to the investigation (as 
highlighted in section 2). If that is the case, the individual should report the 
matter to The Pensions Regulator setting out the reasons for reporting, 
including any uncertainty – a telephone call to the Regulator before the 
submission may be appropriate, particularly in more serious breaches.

3.6 Dealing with complex cases
The Head of Finance Governance & Assurance or Monitoring Officer may be 
able to provide guidance on particularly complex cases. Information may also 
be available from national resources such as the Scheme Advisory Board or 
the LGPC Secretariat (part of the LG Group - http://www.lgpsregs.org/).  If 
timescales allow, legal advice or other professional advice can be sought and 
the case can be discussed at the next Board meeting.

3.7. Timescales for reporting
The Pensions Act and Pension Regulators Code require that if an individual 
decides to report a breach, the report must be made in writing as soon as 
reasonably practicable.  Individuals should not rely on waiting for others to 
report and nor is it necessary for a reporter to gather all the evidence which The 
Pensions Regulator may require before taking action.  A delay in reporting may 
exacerbate or increase the risk of the breach.  The time taken to reach the 
judgements on “reasonable cause to believe” and on “material significance” 
should be consistent with the speed implied by ‘as soon as reasonably 
practicable’.  In particular, the time taken should reflect the seriousness of the 
suspected breach.

3.8 Early identification of very serious breaches
In cases of immediate risk to the scheme, for instance, where there is any 
indication of dishonesty, The Pensions Regulator does not expect reporters to 
seek an explanation or to assess the effectiveness of proposed remedies. They 
should only make such immediate checks as are necessary.  The more serious 
the potential breach and its consequences, the more urgently reporters should 
make these necessary checks. In cases of potential dishonesty the reporter 
should avoid, where possible, checks which might alert those implicated. In 
serious cases, reporters should use the quickest means possible to alert The 
Pensions Regulator to the breach.

3.9 Recording all breaches even if they are not reported
The record of past breaches may be relevant in deciding whether to report a 
breach (for example it may reveal a systemic issue).  Shropshire Council will 
maintain a record of all breaches identified by individuals and reporters should 
therefore provide copies of reports to the Head of Finance Governance & 

http://www.lgpsregs.org/


Assurance.  Records of unreported breaches should also be provided as soon 
as reasonably practicable and certainly no later than within 20 working days of 
the decision made not to report.  These will be recorded alongside all reported 
breaches. The record of all breaches (reported or otherwise) will be included in 
the quarterly Monitoring Report at each Pension Committee, and this will also 
be shared with the Pension Board.

3.10 Reporting a breach
Reports must be submitted in writing via The Pensions Regulator’s online 
system at www.tpr.gov.uk/exchange, or by post, email or fax, and should be 
marked urgent if appropriate.  If necessary, a written report can be preceded by 
a telephone call.  Reporters should ensure they receive an acknowledgement 
for any report they send to The Pensions Regulator. The Pensions Regulator 
will acknowledge receipt of all reports within five working days and may contact 
reporters to request further information. Reporters will not usually be informed 
of any actions taken by The Pensions Regulator due to restrictions on the 
disclosure of information.

As a minimum, individuals reporting should provide:

 full scheme name (Shropshire County Pension Fund);
 description of breach(es);
 any relevant dates;
 name, position and contact details;
 role in connection to the scheme; and
 employer name or name of scheme manager (the latter is Shropshire  

Council).

If possible, reporters should also indicate:

 the reason why the breach is thought to be of material significance to The 
Pensions Regulator;

 scheme address (provided at the end of this procedures document);
 scheme manager contact details (provided at the end of this procedures 

document);
 pension scheme registry number (PSR – ????); and
 whether the breach has been reported before.

The reporter should provide further information or reports of further breaches if 
this may help The Pensions Regulator in the exercise of its functions. The 
Pensions Regulator may make contact to request further information.

3.11 Confidentiality
If requested, The Pensions Regulator will do its best to protect a reporter’s 
identity and will not disclose information except where it is lawfully required to 
do so.  If an individual’s employer decides not to report and the individual 
employed by them disagrees with this and decides to report a breach 
themselves, they may have protection under the Employment Rights Act 1996 
if they make an individual report in good faith.



3.12 Reporting to Pensions Committee and Pension Board
A report will be presented to the Pensions Committee and the Pension Board 
on a quarterly basis setting out:

 all breaches, including those reported to The Pensions Regulator and 
those unreported, with the associated dates;

 in relation to each breach, details of what action was taken and the result 
of any action (where not confidential);

 any future actions for the prevention of the breach in question being 
repeated; and

 highlighting new breaches which have arisen in the last year/since the 
previous meeting.

This information will also be provided upon request by any other individual or 
organisation (excluding sensitive/confidential cases or ongoing cases where 
discussion may influence the proceedings).  An example of the information to 
be included in the quarterly reports is provided in Appendix C to this procedure.

3.13 Review
This Reporting Breaches Procedure was originally developed in August 2015. 
It will be kept under review and updated as considered appropriate by the Head 
of Finance Governance & Assurance. It may be changed as a result of legal or 
regulatory changes, evolving best practice and ongoing review of the 
effectiveness of the procedure.

Further Information

If you require further information about reporting breaches or this procedure, please 
contact:

Justin Bridges – Head of Treasury & Pensions
Email: justin.bridges@shropshire.gov.uk
Telephone: 01743 252072

Debbie Sharp – Pension Administration Manager
Email: debbie.sharp@shropshire.gov.uk
Telephone: 01743 252192

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

Designated officer contact details:
1) Head of Finance Governance & Assurance – James Walton
Email: james.walton@shropshire.gov.uk
Telephone: 01743 255011

2) Monitoring Officer – Claire Porter
Email: claire.porter@shropshire.gov.uk

mailto:justin.bridges@shropshire.gov.uk
mailto:debbie.sharp@shropshire.gov.uk
mailto:james.walton@shropshire.gov.uk
mailto:claire.porter@shropshire.gov.uk


Telephone: 01743 252763



Appendix A 

Determining whether a breach is likely to be of material significance

To decide whether a breach is likely to be of material significance individuals should 
consider the following elements, both separately and collectively:

 cause of the breach (what made it happen);
 effect of the breach (the consequence(s) of the breach);
 reaction to the breach; and
 wider implications of the breach.

The cause of the breach
Examples of causes which are likely to be of concern to The Pensions Regulator are
provided below:

 acting, or failing to act, in deliberate contravention of the law;
 dishonesty;
 incomplete or inaccurate advice;
 poor administration, i.e. failure to implement adequate administration 

procedures;
 poor governance; or
 slow or inappropriate decision-making practices.

When deciding whether a cause is likely to be of material significance individuals 
should also consider:

 whether the breach has been caused by an isolated incident such as a power 
outage, fire, flood or a genuine one-off mistake.

 whether there have been any other breaches (reported to The Pensions 
Regulator or not) which when taken together may become materially significant.

The effect of the breach
Examples of the possible effects (with possible causes) of breaches which are 
considered likely to be of material significance to The Pensions Regulator in the 
context of the LGPS are given below:

 Committee/Board members not having enough knowledge and understanding, 
resulting in pension boards not fulfilling their roles, the scheme not being 
properly governed and administered and/or scheme managers breaching other 
legal requirements.

 Conflicts of interest of Committee or Board members, resulting in them being
prejudiced in the way in which they carry out their role and/or the ineffective 
governance and administration of the scheme and/or scheme managers 
breaching legal requirements.

 Poor internal controls, leading to schemes not being run in accordance with 
their scheme regulations and other legal requirements, risks not being properly 
identified and managed and/or the right money not being paid to or by the 
scheme at the right time.



 Inaccurate or incomplete information about benefits and scheme information 
provided to members, resulting in members not being able to effectively plan or 
make decisions about their retirement.

 Poor member records held, resulting in member benefits being calculated 
incorrectly and/or not being paid to the right person at the right time.

 Misappropriation of assets, resulting in scheme assets not being safeguarded.
 Other breaches which result in the scheme being poorly governed, managed or 

administered.

The reaction to the breach
A breach is likely to be of concern and material significance to The Pensions Regulator 
where a breach has been identified and those involved:

 do not take prompt and effective action to remedy the breach and identify and 
tackle its cause in order to minimise risk of recurrence;

 are not pursuing corrective action to a proper conclusion; or
 fail to notify affected scheme members where it would have been appropriate 

to do so.

The wider implications of the breach
Reporters should also consider the wider implications when deciding whether a breach 
must be reported.  The breach is likely to be of material significance to The Pensions 
Regulator where the fact that a breach has occurred makes it more likely that further 
breaches will occur within the Fund or, if due to maladministration by a third party, 
further breaches will occur in other pension schemes.



Appendix B

Traffic light framework for deciding whether or not to report

It is recommended that those responsible for reporting use the traffic light framework when 
deciding whether to report to The Pensions Regulator. This is illustrated below:

Where the cause, effect, reaction and wider implications of a breach, 
when considered together, are likely to be of material significance.  

These must be reported to The Pensions Regulator.  

Example: Several members’ benefits have been calculated incorrectly.  
The errors have not been recognised and no action has been taken to 
identify and tackle the cause or to correct the errors.

Where the cause, effect, reaction and wider implications of a breach, 
when considered together, may be of material significance. They might 
consist of several failures of administration that, although not significant 
in themselves, have a cumulative significance because steps have not 
been taken to put things right. You will need to exercise your own 
judgement to determine whether the breach is likely to be of material 
significance and should be reported.

Example: Several members’ benefits have been calculated incorrectly. 
The errors have been corrected, with no financial detriment to the 
members. However the breach was caused by a system error which 
may have wider implications for other public service schemes using the 
same system.

Where the cause, effect, reaction and wider implications of a breach, 
when considered together, are not likely to be of material significance.  
These should be recorded but do not need to be reported.

Example: A member’s benefits have been calculated incorrectly. This 
was an isolated incident, which has been promptly identified and 
corrected, with no financial detriment to the member. Procedures have 
been put in place to mitigate against this happening again.

All breaches should be recorded even if the decision is not to report.

When using the traffic light framework individuals should consider the content of the red, 
amber and green sections for each of the cause, effect, reaction and wider implications of the 
breach, before you consider the four together. Some useful examples of this is framework is 
provided by The Pensions Regulator at the following link:

http:// www.thepensionsregulator.gov.uk/codes/code-related-report-breaches.aspxRed
Where the cause, effect, reaction and wider implications of a breach,

AMBER

GREEN

RED



Appendix C
Example Record of Breaches

Date Category
(e.g.
administration,
contributions,
funding,
investment,
criminal 
activity)

Description
and cause
of breach

Possible effect
of breach and
wider
implications

Reaction of
relevant
parties to
breach

Reported / Not
reported
(with
justification if
not reported
and dates)

Outcome of 
report
and/or 
investigations

Outstanding
actions

*New breaches since the previous meeting should be highlighted
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