Pension Fund Committee
11 September 2020
Item 8
AUDITED ANNUAL REPORT INCLUDING THE AUDITED STATEMENT OF
ACCOUNTS FOR 2019-20
Introduction
1.

This report provides the Committee with the Audited Statement of Accounts to 31
March 2020 (Appendix A) and the Audit Findings Report prepared by Grant Thornton
(Appendix B).

Recommendation
2.

The Committee is asked to:
a) Receive the audit findings report from Grant Thornton;
b) Endorse the updated Governance Policy included within the Annual Report;
c) Receive the Cheshire Pension Fund Annual Report including the Statement of
Accounts for the year ending 31 March 2020 and the Local Pension Board
Annual Report;
d) Request that the Cheshire West and Chester Audit and Governance Committee
approve the Cheshire Pension Fund Statement of Accounts for 2019-20 and sign
the Letter of Representation.

Background
3.

The audit of the Pension Fund is treated as a separate audit by Cheshire West and
Chester Council’s appointed external auditors, Grant Thornton, recognising its
importance in the functioning of local government. This requires the Auditor to issue a
separate audit plan and auditor’s report for the Fund’s Statement of Accounts to
those charged with governance for the Fund and to the Pension Fund Committee.
The audit does not form a value for money conclusion or undertake a use of
resources assessment for the Pension Fund.

4.

The draft audit opinions for both the Statement of Accounts and the Annual Report
are included within Grant Thornton’s Audit Findings Report (AFR) which is appended
to this paper (Appendix B).

5.

As part of their governance role, the Pension Fund Committee are invited to receive
and comment on the Pension Fund’s Annual Report and Statement of Accounts for
2019-20, prior to formal approval by Cheshire West and Chester Council’s Audit and
Governance Committee mid November 2020.

6.

The Fund’s accounts will be published in the Cheshire West and Chester Council’s
final Statement of Accounts for 2019-20, as well as in the Pension Fund’s Annual
Report.
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Local Pension Board Annual Report
7.

In accordance with its Terms of Reference (ToR), which are derived from Scheme
Advisory Board guidance, the Local Pensions Board is required to produce its own
Annual Report. The Board Annual Report is contained within the wider Scheme
Annual Report.

8.

The Board’s ToR outline the content to be contained within their report which
includes:
•
•
•
•

9.

Attendance at meetings.
Details of training undertaken, and events attended.
Recommendations made to the Fund, and the Fund’s response to those
recommendations.
Details of costs incurred in the operation of the Board.

Details of any recommendations made by the Board, and the Fund’s response to
them have been contained within the Board’s report. There are no outstanding
actions that the Fund has not already acted upon.

10. Recognising the distinction between the Board and the Committee, the Committee
are simply requested to note the contents of the Local Pension Board Annual Report
and not to provide comment.
Changes from the draft accounts
11. The draft accounts which were presented to the Pension Fund Committee on 5th
June, there have been no changes to the primary statement figures as a result of the
audit.
12. The following changes have been made to disclosures within the accounts
•
•
•
•

Increased disclosure on the impact of Covid-19 on the accounts
Removal of disclosure of non-critical accounting judgements
Removal of immaterial items from the key sources of estimation uncertainty
disclosure
Minor presentational amendments

Summary and key points of the 2019-20 Statement of Accounts
13. The key points to note on the accounts are as follows (figures in brackets relate to
the equivalent 2018-19 position);
•

As forecast, pension outflows exceeded contributions received by £29.4m
(£19.5m). Investment income of £40.3m (£34.4m) more than met this
contributions shortfall to give an overall positive cash flow.

•

Employers’ contributions into the Fund increased by £6m to £129m (£123m).
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•

Benefit payments increased by £10m, or 5.5% to £191m (£181m) mainly due
to an increase in the number of pensioners. Death benefit and lump sum
payments both had a minor increase this year.

•

Investment management expenses reduced by £2.4m to £22m (£24.2m),
reflecting reductions in investment manager fees exerted by asset pooling in
the LGPS and a reduction in performance related fees charged by a small
number of external managers.

•

Payments to and on account of members leaving before retirement
increased by £4m to £18m (£14m). This figure varies each year in line with
the number of staff moving their benefits to employers outside the Fund,
along with the impact of freedom and choice, which allows members to
transfer to an external pension and access their benefits.

•

The change in market value of investments including profit and loss on
disposal of investments this year was a loss of £74m (profit £262m). In 201920 investment losses were -1.3% (+5.5%). The losses were primarily due to
the impact of Covid-19 in the quarter to March 2020.

•

The value of net assets which is the total investment assets including cash
adjusted for any short and long term debtors and creditors as at 31 March
2020 has reduced by £90m to £5.514bn (£5.604bn).

•

The market value of the Fund’s investment assets decreased, in absolute
terms, by £389m to £5.084bn (£5.473bn). This decrease again was largely
as a result of the impact of Covid-19 upon the investment valuations.
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Annual Report 2019/20

Published by: Cheshire Pension Fund,
Council Offices, 4 Civic Way, Ellesmere Port,
CH65 0BE
www.cheshirepensionfund.org
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Cheshire Pension Fund Annual Report 2019/20
Introduction
Welcome to the Annual Report of the Cheshire Pension Fund for the year ending 31 March
2020.
This has been another busy year as we have completed the three yearly valuation of the
Fund’s pension liabilities. This showed that the Fund’s assets, as at March 2019, were
sufficient to meet its pension promises. Whilst very good news, we are conscious this is a
snapshot at a point in time. We have reviewed the Funding Strategy and Investment
Strategy Statement to ensure that, going forward, our approach to managing contributions
and investments gives us the best chance of maintaining this funding position whilst
delivering stable and affordable contribution rates for employers and the taxpayer.
The Covid-19 pandemic dominated the end of the year and we are very mindful of the
impact this had on our scheme members, participating employers, and our staff. We offer
our condolences to scheme members who have lost loved ones and our thanks to those
caring for the sick and vulnerable and to everyone who contributed by observing social
distancing.
The Fund’s investment strategy and reduced exposure to equities was effective in reducing
the impact of major market changes as the impact of the Covid-19 pandemic was felt in
global financial markets. The Fund achieved a total return for the year of -1.3%, marginally
behind the benchmark return of -0.8%. (Fund returns remain ahead of benchmark for all
other periods). The value of assets during the year decreased from £5.604 billion to £5.514
billion.
The Fund continues to build its approach to ethical, social and governance considerations in
its updated Investment Strategy Statement and Responsible Investment Policy. We have
commissioned a review of the climate footprint of the investment portfolio with a view to
developing a climate stewardship plan.
Further progress was achieved in pooling assets with other partner funds in the LGPS
Central Pool. The Fund invested £524m into the LGPS Central Ltd Climate Factor Fund, which
has been designed to take into account the risks, and opportunities associated with climate
change, and at the same time achieve superior investment returns over the long-term.
The Benefits Administration team have had a successful year, responding to over 52,000
individual requests for information whilst increasing the number of annual benefits
statements delivered on time and our thanks to employers for their support in providing
missing data, which has helped to improve data quality. Our programme of improvements
continues as we look to develop member self-service options, multi skill our staff and
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streamline business processes so we can respond even more quickly to our scheme
members and employers.
Following the May 2019 local council elections, there were five changes to the membership
of the Pension Fund Committee, with one further change during the year. A comprehensive
induction and training programme is in hand to ensure new Committee members have the
knowledge and skills necessary to undertake their role.
The Local Pension Board has continued to provide valuable support to the Council as
Administering Authority and has been recognised as an example of best practice. One
employer representative was reappointed to the Board following expressions of interest. A
process is underway to seek expressions of interest in a member representative role as one
current incumbent’s terms of office ends in June 2020.
The 2019/20 Accounts on pages xx –xx show that the Fund continues to be cash flow
positive, after taking into account investment income of £40m. A small underspend was
delivered against the administration budget, which continues to grow in line with scheme
membership and employer participation.
Once again, I’d like to thank everyone who has worked for, or with the Cheshire Pension
Fund over the last twelve months for their support and continued commitment.
Mark Wynn
Chief Operating Officer
Cheshire West and Chester Council
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Management & Financial Performance
Scheme Management and Advisors (as at 31 March 2020)
Administering Authority
Cheshire West and Chester Council, 4 Civic Way, Ellesmere Port, CH65 0BE

Cheshire West and Chester Council Officers
Mark Wynn - Chief Operating Officer
Maggie Sheppard- Head of Pension Fund
Vanessa Whiting and Karen Mcllwaine - Director of Governance and Monitoring Officer (job share)

Pension Fund Committee
Councillor Myles Hogg
Councillor Gareth Gould
Councillor Harry Tonge (Joined January 2020)
Councillor Paul Williams (left January 2020)
Councillor Gina Lewis
Councillor Carol Bulman
Councillor Paul Findlow
Councillor Amanda Stott
Councillor Sam Corcoran
Councillor Cathy Mitchell
Councillor Mike Wharton
Paul Matthews

Cheshire West and Chester Council (Chairman)
Cheshire West and Chester Council
Cheshire West and Chester Council
Cheshire West and Chester Council
Cheshire West and Chester Council
Cheshire East Council
Cheshire East Council
Cheshire East Council
Cheshire East Council
Warrington Borough Council
Halton Borough Council
Member Representative (GMB)

Local Pension Board
Peter Raynes
Councillor Robert Bisset
Adrienne Laing
Geoff Wright
Neil Harvey

Chairman
Employer Representative
Employer Representative
Member Representative
Member Representative

Independent
Cheshire West and Chester Council
The Challenge Academy Trust
UNISON
GMB

Asset Pool Operator
LGPS Central Limited

Mander House, Mander Centre, Wolverhampton WV1 3NB

Investment Managers
Adams Street Partners UK LLP
Arrowgrass Capital Partners LLP
Baillie Gifford & Co
Blackstone
BlueBay Asset Management
Darwin Property Investment
Management Limited
Janus Henderson Investors
Legal & General Investment

4th Floor, 75 Davies Street, London W1K 5JN
3rd Floor, 10 Portman Square, Marylebone, London, W1H 6AZ
Calton Square, 1 Greenside Row, Edinburgh, EH1 3AN
The Blackstone Group, 40 Berkeley Square, London, W1J 5AL
77 Grosvenor Street, London, W1K 3JR
11 New Street, St Peter Port, Guernsey, GY13EG
201 Bishopsgate, London, EC2M 3AE
One Coleman Street, London, EC2R 5AA
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Management
Lexington Partners UK LLP
M&G Investments
Pantheon Ventures (UK) LLP
Patrizia UK Ltd

42 Berkeley Square, London, W1J 5AW
10 Fenchurch Avenue, London, EC3M 5AG
10 Finsbury Square, 4th Floor, London, EC2A 1AF
166 Sloane Street, London, SW1X 9QF

Custodian
BNY Mellon Asset Servicing

London Branch, One Canada Square, Canary Wharf, London, E14 5AL

AVC Providers
Scottish Widows
Utmost
Standard Life

PO Box 902, 15 Dalkeith Road, Edinburgh, EH16 9AS
PO Box 484, Walton Street, Aylesbury, Bucks, HP21 7WW
1 Baileyfield Cresent, Edinburgh, EH15 1ET

Actuary
Hymans Robertson LLP

20 Waterloo Street, Glasgow, G2 6DB

Investment Advisor
Mercer

Belvedere, 12 Booth Street, Manchester, M2 4AW

Legal Advisor
Cheshire West and Chester
Council

Director of Governance, 4 Civic Way, Ellesmere Port, CH65 0BE

Auditors
Grant Thornton

Audit and Assurance, Public Sector, Royal Liver Building, Liverpool, L3
1PS

Banker
Lloyds Bank plc

Chester Branch, Foregate Street, Chester, CH1 1XP
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Risk Management
Each year the Fund produces a Business Plan setting out the high level objectives for the next four
years. In addition, the Fund produces a plan for the actions to be achieved in the following twelve
months. The associated risks are captured within the risk register.
These risks are categorised in the risk register against the Fund’s long term strategic objectives in
respect of:• Governance
• Administration and Communication
• Funding and Investments
Risks are considered against a series of mitigations designed to reduce their likelihood and/or
impact. Risks are colour coded and assigned a red, amber or green status according to the degree of
risk posed.
The Pension Fund Committee is responsible for approving the Business Plan, including the objectives
and the risk register. The Committee regularly reviews the risk register to ensure that key risks are
identified, evaluated and controlled at a suitable level. The Committee will also ensure that any
planned mitigating actions are put into place.
Investment Risk
The Investment Sub-Committee regularly reviews investment risk and manager performance at its
quarterly meetings and is assisted by the Fund’s Investment Advisors Mercer Ltd.
LGPS Central Pool
There is a separate risk register relating to investment pooling which the Practitioner Advisory
Forum, the main Partner Fund working group, maintains. The LGPS Central Joint Committee
oversees the risk register to risks are logged and mitigating actions put in place.
LGPS Central Ltd, the pooling delivery company, maintains its own risk register, which is overseen by
the company board.
Systems of Internal Control
The Fund’s Statement of Accounts and Annual Report are subject to an external audit by Grant
Thornton, who provide a separate opinion for both the accounts and the annual report. Grant
Thornton also conduct a number of interim audits throughout the year to test the design
effectiveness of the Fund’s internal controls.
In addition to external audit the Fund receives regular reviews from the Council’s internal audit
department who test the internal control systems and processes employed. Internal audit obtain
assurance on the internal control environment through a series of audits of key areas. The outputs
from these audits are presented to the Local Pension Board.
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During 2019/20 internal audit conducted two audits which covered the transition of assets into the
LGPS Central pool and the Fund’s GMP reconciliation project. Both received good assurance ratings.
The following table summarises the highest scoring risks identified in setting the 2020/21 business
plan, after taking into account mitigating actions and controls. Their status indicates that the
current level of risk exposure exceeds the Fund’s tolerance, and that, continued monitoring and / or
further action may be required to avoid negative risk consequences.
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Objective
Governance

Priority /
Outcome
LGPS Asset
Pooling

Risk
Failure to successfully transition Fund
assets to the LGPS Central investment
pool leading to planned savings and
benefits not set out in pooling business
case not being realised

Planned Action
•
•

•
•
Governance

Transparent
performance
reporting and
compliance with
best practice

Failure to improve the quality of data
held by the Fund and clear backlogs of
casework leading to errors in
calculating benefits, delays in
processing casework and failure to
meet statutory disclosures resulting in
regulatory penalties

•
•
•

•
•
•
Governance

Supported,
empowered and
enabled
employers

Employers fail, or are unable to meet
their responsibilities and achieve
performance standards set out in the
Administration Strategy

•

•
•

Appointment of specialist transition managers for asset
transfers as required
Engage with other partner funds to confirm/update shared
objectives for pooling delivery company now that it has been in
operation for two years to inform future business planning
Update legal agreements, where appropriate in the light of the
outcomes of the review
Consider opportunities to align custody arrangements with
pool depositary ahead of transition
Extend automatic identification of breaches within the
administration database to cover all casework processes
Improve the suite of exception reports to identify missing and
erroneous data and implement a process to clear those queries
Develop a suite of performance reports incorporating both the
Fund's and the Employer's performance against the
Administration Strategy
Undertake a data cleanse of 'common data' with all employers
ahead of their migration to Monthly Interfacing (MI)
Complete the transition of employers to MI including starters
and leavers, allowing data queries to be resolved in-year
Introduce standardised processes for receiving all data from
Employers via an online portal
Administration Strategy to be reviewed with input from PCF
and employer support/training offer to be reviewed and
developed to support employers in meeting their obligations
Implementation of Employer self-serve, work trays and
monthly interfacing
Review training and engagement approach for Academy sector
given significant changes in that sector
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Risk Status

Amber

Amber

Amber

Objective
Administration

Administration

Priority /
Outcome
Digitally enabled
interaction,
communication
and self-serve.
Secure and
efficient
transmission of
high quality data.
Supported,
empowered and
enabled
employers
Optimal use of
technology to
support
transmission of
high quality data

Risk
Failure to deliver Monthly Interfacing
functionality and secure employer buyin/engagement

Planned Action
•
•

Poorly informed decision making due
to poor quality data and/or ineffective
communication

•
•

•
•
•

Competitive and
sustainable cost
base

Engagement with all employers to undertake the steps
required to on-board them onto MI
Working with larger employers in the Fund to on-board the
majority of scheme members in 2020
Amber

•

Financial
Sustainability

Risk Status

Failure to exploit opportunities
presented by the Council's new
integrated business system change
programmes (B4B) and investment in
Windows 10/Office 365

•
•
•

Implement a new Data Management Strategy once all
employers on MI
Introduce Monthly Reporting from Employers and re-define
the information to be provided to include common data set to
facilitate continual data validation
Implement validation checks on information provided by
employers to ensure it is complete and accurate before it is
accepted as casework by the Fund
Continue with data cleansing resulting from TPR Data Scores
Complete tracing of any 'lost contact' members
Review local governance arrangements in the light of
recommendations from national Scheme Advisory Board Good
Governance Review (expected to be published in 2020)
Direct liaison with Agilysis (implementation partner) regarding
specific pension requirements.
Implementation of off-site print solutions
Review electronic file storage on SharePoint and Shared Drives
once Office 365 rolled out and update data retention and
deletion accordingly
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Amber

Amber

Objective
All

Priority /
Outcome
All

Risk
Loss of key skills and expertise at
officer and member level due to
staff/electoral turnover, leading to
reduced capacity and delays in
delivering key business objectives

Planned Action
•
•
•
•

All

All

Failure to manage the impact of
recovery from the Covid-19 pandemic
leading to increased risk of financial
loss to the Fund, poor employer
engagement, delays in service to
scheme members and detrimental
impact on staff wellbeing and
productivity

•
•
•

Develop/update member and officer training and development
plans to address skills/knowledge gaps identified.
Induction training for new Committee members as required.
Promote further take up of professional training opportunities
for staff
Ongoing recruitment to fill vacant posts/create temporary
additional capacity
Develop recovery priorities and approach in the light of
national and local advice.
Ongoing briefing for employers and regular virtual meetings
wherever possible
Continue regular staff bulletins and meetings. Encourage use of
virtual catch ups to provide support and reduce isolation
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Risk Status

Amber

Amber

Funding and Investments
In addition to the service risks identified above, the Fund is exposed to a range of specific investment
and funding risks. These are explained in detail, along with the risk management measures the Fund
has put in place, in Note 19 on page 95-135 of the Statement of Accounts.
In April 2020 the Fund launched its revised Investment Strategy Statement and Responsible
Investment policy. The latter considerably strengthens the Fund’s approach in respect of managing
Climate Change related investment risk. The Fund is now formally acknowledging that there is a risk
from holding fossil fuel based investment assets. These assets pose a particular risk in that markets
may re-price fossil fuel assets in response to growing public concerns over climate change and the
response of policy makers to this concern. Therefore, the Fund is proposing to adopt a precautionary
approach to climate change investment risk and to pro-actively manage the risk by:
•
•

•

Commissioning an independent assessment of its publicly listed investment assets to
determine the Fund’s overall carbon footprint and assess potential climate change impacts
and opportunities.
Producing a climate change stewardship plan to set goals of engagement with companies,
fund managers and policy makers and influencers. The Fund believes that all companies
should fully adhere to the requirements of the Paris Agreement on climate change and will
actively engage with companies, ideally in partnership with like-minded investors, to ensure
companies align their business plans with the 1.5C target.
Publishing a Climate Risk Report, which will comply with the requirements of Task Force on
Climate-related Financial Disclosures (TCFD) and, wherever possible, fully assess the impact
of all new investment decisions on the carbon footprint of the investment portfolio.

The Fund obtains independent assurance about the internal control frameworks of its investment
managers and custodian by obtaining copies of their audit reports, as set out in the table below.
Fund Manager
Legal & General
Baillie Gifford & Co

Type of Report
ISAE 3402
ISAE 3402

Assurance Obtained
Reasonable assurance
Reasonable assurance

Patrizia
Bluebay

ISAE 3402
ISAE 3402

Reasonable assurance
Reasonable assurance

Janus Henderson

ISAE 3402

Reasonable assurance

Blackstone
M&G Investments
Pantheon Ventures
Adams Street Partners
Darwin
Arrowgrass

SOC 1
SOC 1
ISAE 3402

Reasonable assurance
Reasonable assurance
Reasonable assurance
Reasonable assurance
Reasonable assurance
Reasonable assurance

Bank of New York Mellon
Lexington Capital Partners

ISAE 3402
ISAE 3402

Reasonable assurance
Reasonable assurance
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Reporting Accountant
KPMG LLP
PricewaterhouseCoopers
LLP
BDO LLP
PricewaterhouseCoopers
LLP
PricewaterhouseCoopers
LLP
Deloitte and Touche LLP
Ernst & Young LLP
KPMG LLP
KPMG LLP
Ernst & Young LLP
PricewaterhouseCoopers
LLP
KPMG LLP
Ernst & Young LLP

LGPS Central Ltd started to trade on 3 April 2018 and is currently undergoing its first internal control
review. Details of the review will be published in the Fund’s Annual Report in 2021.
Employer Fund Level Monitoring and Dynamic Risk Management
The Fund has recognised that over time, the characteristics and funding objectives of its
participating employers have become increasingly diverse. In order to ensure that each employer
takes an appropriate level of investment risk consistent with its long term funding objective, four
distinct investment strategies are in operation.
Funding levels for each strategy are monitored on a monthly basis. With a dynamic approach to
review opportunities and potential changes to investment risk exposure when funding level
improvements hit pre-determined triggers.
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Financial Performance
2019 Triennial Valuation
Every three years the Pension Fund is subject to a formal valuation by the Fund Actuary which
produces two key outputs.
•

Firstly, it quantifies the funding Level i.e. the level to which the Fund’s pension liabilities for
the accrued benefits of current employees, deferred pensions and pensions in payment are
matched by the market value of the Fund’s assets. A funding level of less/more than 100%
implies that there is a deficit/surplus in the Fund at the valuation date.

•

Secondly, it sets the rate at which employers should contribute to the Fund for the following
three years.

The formal valuation report by the Fund Actuary, including the minimum contribution rates to be
paid by each employer from 1 April 2020 to 31 March 2023 is available on the Fund’s website at the
following link https://www.cheshirepensionfund.org/members/wpcontent/uploads/sites/2/2020/04/200330-CPF-2019-Valuation-Final-Results-Report.pdf
The table below summarises the funding position of the Cheshire Pension Fund as at 31 March 2019
in respect of benefits earned by members up to this date (along with a comparison at the last formal
valuation at 31 March 2016).
Summary Valuation Results
31 March 2019
Total past service liability (£m)
Fund assets (£m)
Surplus/(deficit) (£m)
Funding level

5,739
5,583
(156)
97%

31 March 2016
4,620
4,153
(467)
90%

The main changes highlighted by the 2019 valuation were:
•
•
•
•

The reported funding level improved from 90% at 31 March 2016 to 97% at 31 March 2019,
and a reduction in the funding deficit from £467m to £156m.
The improvement in funding position between 2016 and 2019 is mainly due to strong
investment performance.
Liabilities have increased due to a reduction in future expected investment returns and an
increase in the assumed rate of future inflation.
Changes to the longevity assumptions reflecting slowing of the improvement in life
expectancy has served to reduce the liabilities.
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Fund Account- Comparison of 2019/20 Forecasts to Actual
The table below outlines the Fund’s performance for key financial variables against forecast for the
12 months to 31 March 2020.
Fund Account 2019/20
Contributions
Payments
Admin/Oversight and Governance expenses
Transfers in/(out)
Net investment income
Investment expenses
Change in market value
Net increase in the fund

Forecast
£000
156,918
(167,325)
(4,661)
0

Actual
£000
167,493
(191,276)
(4,132)
(5,601)

Variance
£000
10,575
(23,951)
529
(5,601)

35,114
(24,949)
120,150
115,247

40,056
(21,978)
(74,043)
(89,481)

4,942
2,971
(194,193)
(204,728)

Operational Expenses – Comparison of 2019/20 Forecasts to Actual
Forecast
£000
Administration/Oversight and Governance
Employees
LGPS Central running costs
Supplies and Services
Actuarial Fees
Investment Advisor Expenses
Capital Repayment
IT Costs
Printing & Postage
External Audit Fees
Legal Fees

Actual
£000

Variance
£000

Total

1,979
1,083
484
382
197
65
312
86
23
50
4,661

1,804
943
366
370
164
71
267
70
27
50
4,132

(175)
(140)
(118)
(12)
(33)
6
(45)
(16)
4
0
(529)

Total

24,836
113
24,949

21,880
98
21,978

(2,956)
(15)
(2,971)

Investment Management
External Fund Managers
Custodian

Administration/Oversight and Governance costs were £0.529m less than forecast, primarily due to
staff turnover reducing employee costs and savings in supplies & services.
Investment management expenses were underspent primarily due a reduction in external fund
manager fees following the decrease in market values in the last quarter of the year because of the
impact of Covid-19 on markets.

Page 100 of 330

LGPS Central Set Up Costs
Cumulative to
31/03/2018
£000s
Set up Costs:
Recruitment
Procurement
Other support costs
Staff Costs
Other Costs
Share purchase costs
Loans
Total set up costs

27
2
284
142
59
1,315
685
2,514

LGPS Central Ltd, the pooling delivery company was fully set up by 31 March 2018 and no further set
up costs have been incurred from 1 April 2019.
Forecast for 3 Years – 2020/21 to 2022/23
The following tables show the forecasts for the Fund Account and Net Assets Statement for the
three years to 31 March 2023 based on the most up to date information.
Note: The budgets have been restated to incorporate increases resulting from changes to the
staffing structure, additional costs associated with running the asset pool and costs
associated with operational developments within the Fund.
Forecast Fund Account for 3 Years – 2020/21 to 2022/23

Contributions
Payments
Admin/Oversight and Governance
expenses
Net investment income
Investment expenses
Change in market value
Net increase in the fund

2020/21
Restated
£000
192,292
(191,353)
(4,613)

2021/22
Restated
£000
184,617
(194,223)
(4,716)

31,766
(20,733)
122,885
130,244

40,120
(20,930)
128,631
133,499

2022/23
£000
186,463
(197,137)
(5,104)
41,489
(21,749)
130,001
133,963

Note: Contributions and payments are based on current expectations; administration and
investment management expenses are based on current budgets, and net investment
income and change in market value are based on the long term forecast returns for each
asset class held.
The forecasts for total investment assets are based on the actual allocations at 31 March
2020 figures multiplied by the forecast returns for each asset class as provided by the Fund’s
investment advisor.
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Three Year Forecast Management Expenses - 2020/21 to 2022/23
2020/21
Restated
£000
Administration/Oversight and Governance
Employees
Asset Pool running costs
Supplies and Services
Actuarial Fees 1
Investment Advisor Expenses
IT Costs
External Audit Fees
Printing & Postage
Legal Fees
Investment Management
External Fund Managers
Custodian
Total

2021/22
Restated
£000

2022/23
£000

2,091
1,119
687
219
162
163
23
76
73
4,613

2,151
1,175
647
226
167
173
23
78
76
4,716

2,209
1,234
731
394
172
181
24
81
78
5,104

20,620
113
20,733

20,817
113
20,930

21,636
113
21,749

1. Actuarial fees in 2022/23 are higher due to this being a valuation year.
Analysis of Pension Contributions
The table below shows the value of primary pension contributions received on time and late.

Employee
Employer

Total
£000
38,300
129,193
167,493

On Time
£000
% (by value)
38,171
128,660
99.6%
166,831

Late
£000
% (by value)
129
533
0.4%
662

The Fund classes contributions income as being received on time when it is received within 22 days
(if received electronically), commencing from the end of the month in which the amount is deducted
from the earnings. Contributions received over 22 days are classed as late.
No interest charges were applied to employers during the year as a result of late payments.
The Fund continues to monitor the timeliness of contribution receipts from all employers and will
charge a mandatory penalty when an employer breaches on three or more occasions over a six
month rolling period. Material (Red) breaches will also be reported to The Pensions Regulator.
In total the Fund recorded 73 late payments of contributions on the Breaches Log in 2019/20. Of
these, 26 were Amber relating to three Employers who on a number of occasions had made late
payments to the Fund, one of these employers was also reported to the Pensions Regulator as a Red
breach during the year. The remaining 46 breaches were paid shortly after the deadline of the 22nd
of the month.
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Pension Overpayments
The Cheshire Pension Fund pays around 30,000 pensioners every month, with a monthly gross
payroll in excess of £12 million. With such a large volume of pensioner payments, it is Inevitable that
there will be times when a member has been receiving more pension than they are entitled to.
Wherever possible the Fund will recover any overpayment and will only write off an overpayment as
a last resort when all other avenues have been exhausted.
Analysis of Pension Overpayments

Overpayments
Recovered

2019-20
£000
132

2018-19
£000
26

2017-18
£000
34

2016-17
£000
49

2014-15
£000
35

Total
£000
328

5

Overpayments written
off
Written off due to
death

2015-16
£000
52

6

3

2

5

7

18

844,794

Annual Pension Payroll

155,722

148,638

141,304

136,864

133,155

129,111

Write offs as % of
payroll

0.003%

0.00%

0.003%

0.004%

0.004%

0.005%

National Fraud Initiative
The Fund participates in the National Fraud Initiative (NFI), which is an exercise that matches
electronic data within and between public and private sector bodies to prevent and detect fraud.
The NFI is biennial with the last initiative being in 2018/19. It identified only twenty-six cases that
required investigation. Following initial investigation, for six of these cases there had been no
overpayment, but the remaining twenty showed an overpayment was made and further action was
taken as follows
•
•

In eleven cases overpayments were recovered
The Fund is liaising with the relevant parties to recover the other nine overpayment cases.

Investigation procedures involve writing to members where a mismatch is identified, performing
DWP traces on members that cannot be contacted or writing to registrar offices to confirm and
obtain a copy of the death certificate. Overpayments recovered or written off as a result of the
National Fraud Initiative are included in the pensions overpayments table above.
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Administration Report 2020
Work has continued on the transformation prioject, known as Project Chrysalis.
The Fund has introduced Monthly Interfacing (MI), which provides employers with an online portal
where they can upload monthly ‘per member’ data to the Fund. MI replaces the existing system of
annual ‘per member’ data returns from employers and will allow the Fund to resolve data queries
much sooner. This in turn will result in an improved service for our customers and increased value for
money.
Around 70 of the 305 particpating employers were live on MI by 31 March 2020. The Fund has
completed many of the necessary preparatory steps with more employers so they can move to the
new system early in 2020/21. The requirement remains for all employers to transition to MI during the
year.
The Fund has a dedicated team supporting employers with their transition to MI. Having this
dedicated team has allowed us to provide considerable support to employers as they switch to the
new system.
As a number of employers had not transitioned to MI by 31 March 2020 the Fund has requested the
usual year-end return (known as LGS50s) from those employers one last time for the 2019/20 year.
The Fund relaunched its dedicated website www.cheshirepensionfund.org which provides a wealth of
useful information for members and employers, with improvements to the look and feel of the site
making it easier to navigate. A number of online forms have been introduced removing the need for
members to download, complete and post paper copies to the Fund.
Other workstreams are progressing well, for instance a plan has been developed to multi skill staff
within the Operations area of the Fund within the next 18 months which will further improve the
service for our customers and increase resilience.
Work on Project Chryslis will continue through 2020/21 and beyond.
Coronavirus Impact
At the end of 2019/20 the coronavirus pandemic forced staff members to move to working wholly
from home and introduced changes to systems and processes to maintain service delivery.
Earlier in 2019 the Fund took a series of important steps which meant we were in a good position to
deal with the impact of the pandemic at short notice.
•

•

Firstly, we updated the Fund’s Business Continuty Plan and undertook a desktop exercise with
the Council’s Transactional Service Centre, who process the pensioner payroll on behalf of the
Fund. This allowed us to identify the dependencies between the two teams and introduce
robust processes which could be put in place quickly.
As part of the Council’s wider programme we introduced flexible and mobile working for staff
and ensured they had all the necessary IT kit to work from home. Staff members have been
working from home either one or two days a week and so were familiar with that way of
working.

As you would expect some changes to working practices became necessary due to the pandemic, for
instance holding virtual meetings. In addition, the Fund has moved to accepting electronic
documentation in some areas to avoid unnecessary delays in processing benefits.
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Many of the temporary changes introduced will now be reviewed to see whether they can be adopted
on a more permanent basis to improve value for money and create capacity for staff by reducing the
number of paper-based tasks that they undertake and help us to progress our digital transformation.
Data Quality
Data Quality has continued to be a key focus area for the Fund and is closely monitored by the Local
Pension Board.
Annual Benefit Statements (ABS)
Considerable data cleansing work was carried our during 2018/19 and 2019/20 resulting in a marked
increase in the number of Annual Benefit Statements (ABS) issued on time in 2019. In 2019 the Fund
was able to issue ABS to 85% of the eligible members, compared to 77% in 2018.
Since the August 2019 ABS deadline the Fund has been working to resolve a considerable number of
outstanding data queries and issue ABS to a further c2,000 members. The majority of the remaining
members who did not receive an ABS have since been proven to have left the Fund prior to 31 March
2019 and so were not actually eligible to receive an ABS.
Employers have been contacted about these members both to confirm that they have left the scheme
and to obtain the necessary information in order to process them as a leaver.
The Fund expects the continued data cleansing work, along with the introduction of MI, will lead to a
further improvement in the number of members who receive their ABS on time in future years.
The Pensions Regulator (TPR) – Data Scores
The Fund is required to provide data scores to TPR on an annual basis as part of the scheme return
each autumn. The scores which have been submitted for the past two years are shown in the table
below:

Common Data
Scheme Specific Data

TPR Scheme Return
1-Sep-18
1-Sep-19
98.10%
98.07%
68.80%
74.18%

Common data relates to information such as name, address, national insurance number etc. and the
Fund is almost at 100% for this information. The Fund has lost contact with a number of members
who haven’t notified us of a change in their address, which largely account for why the data score is
not 100%. A tracing company has been appointed to trace these members so we can process their
benefits.
The Scheme Specific Data (SSD) Score is based upon information specific to a member needed to
enable the Fund to process their record. The Fund submitted its scores for both 2018 and 2019 based
upon its own ‘foundation’ approach to the data it should measure. This centred around the service
history available for each member and the ‘foundation’ approach to measuring data was approved by
the Local Pension Board.
A definition of SSD was provided by the LGPS Scheme Advisory Board after the 2019 data return. The
Fund’s administration database provider has produced a report which will allow the Fund to produce
the information directly from the database to produce the data scores from now on.
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The new report includes additional data checks which need to be met before each item of data is
classified as present. The data checks are quite detailed which will likely mean that the Fund will see a
decrease in its scores initially, once we switch to using the new report as the source of measuring data.
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Technology and Pensions Administration System Development
The Pensions section uses the Universal Pensions Management (UPM) pensions administration
software supplied by Civica, utilising benefits calculation, task management, document imaging,
document production and workflow functionality.
The Fund has worked closely with Civica to introduce a technology roadmap to streamline and
standardise processes in the fund, for example the introduction of Monthly Interfacing.
The Fund has been exploring the ability to introduce Straight through Processing (STP). This is where
the database processes the more straightforward casework allowing staff to concentrate on complex
cases and other areas of work. Again, this will provide value for money by both speeding up the
processing of casework and freeing up capacity within the team to concentrate on more complex
casework and administration casework backlogs.
The Fund will also be seeking to introduce Member Self-Serve technology in 2020/21 which will
improve digital capabilities to interact with our members which is a key development objective for the
Fund.
The Fund’s contract with Civica expires in 2022 and so the Fund will be undertaking a procurement
exercise, using the National LGPS Frameworks, to source a database provider. This process will
commence in the autumn of 2020.
The Pension Fund has a dedicated website www.cheshirepensionfund.org which provides information
on all aspects of the LGPS and has dedicated sections for the Fund’s customer groups - including active
members, deferred members, pensioners, councillor members and employers. It also contains key
publications such as policy statements and a back collection of annual reports.
The Fund’s Communication Policy Statement which provides an overview of how the Fund will
communicate with its customers (members and employers) and stakeholders is set out in the
Communications Policy Statement section of this report.
Member Engagement
Each year a series of roadshows are undertaken which allow the Fund to interact with its membership.
The roadshows are held across the borough throughout the year and provide an opportunity for both
existing and potential members of the Fund to raise queries and ask questions about their pension on
a ‘drop in’ basis.
Following feedback received from members who attended the roadshows in 2018/19, the Fund
introduced a rolling programme of roadshows that would take place throughout the year, whereas
previously they took place over one 3-4 week period.
The new approach means that nine roadshows will take place across the borough during February,
June and September. This will give members more opportunity to attend at different times of the year
and at different venues.
Three roadshows took place in February 2020 and were attended by more than 100 members and the
Fund received positive feedback.
The topics raised by attendees at the events were similar to those raised at the events in the previous
years. Questions concerning an individual’s personal circumstances were the most common, closely
followed by questions around the impact of the different pension accrual rates, as well as the main
differences between final salary and career average arrangements.
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Major Projects
As well as the normal workload the Fund has continued working on two major projects throughout the
year:
•
•

GMP
Pensions Increase and Payroll

Guaranteed Minimum Pension (GMP)
With the introduction of the single tier state pension in 2016, the LGPS is no longer contracted-out of
the state second pension. As a consequence, HMRC no longer track contracted-out rights and issued
closure schedules to pension schemes to enable them to compare the GMP figures held on their
systems to that of HMRC. This is known as the GMP reconciliation.
By the end of March 2019 the Fund had completed the comparison of the 125,500 GMP values
with those held by HMRC identifying c12,000 queries –that is where the member could either have
been over or underpaid.
Around 9,000 of the queries had a variance below the £2 de minimus suggested by the Government
and so were not adjusted. Of the remaining 3,000 cases, all were investigated and 91 had an
overpayment with a combined total of £93,000 and 46 had an underpayment with a combined total of
£31,000. All cases were identified and rectified by early 2020.
The Pension Fund Committee endorsed a recommendation which ensured that any member who has
received an overpayment in the past did not have to repay any monies up to the rectification date but
their continuing pension was reduced to the correct figure. In addition any pensioner that had been
underpaid would be reimbursed the pension that they were due in full since the date that
underpayment commenced.
Pensions Increase and Payroll
The Fund uses the services of the Council’s Transactional Service Centre (TSC) to administer its
pensioner payroll. The Council is replacing its back office system, Oracle with a new system called
Business World. This meant that the Fund needed to find a new way to calculate the annual pensions
increase taking into account the varied increase dates and entitlements.
The Fund liaised with Civica, the pension database provider, and was able to introduce a process
which would allow the Fund to uplift pensions for the annual increase within the pension database
itself and then extract a report to advise TSC of the new pension figures to pay.
However, before this task could be completed a full reconciliation was undertaken between the
pension figures held on the Fund’s database and those held on Oracle to confirm they were aligned.
This reconciliation took place over the autumn/winter of 2019.
The Fund was then able to complete the 2020 pensions increase process and provide uprated pension
figures to TSC in time for the April pay in 2020.
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Key Performance Data
The tables below summarise the Fund’s performance in processing key casework over the year and
have been produced in line with CIPFA guidance. The information captures data in two formats:
1. Number of cases completed for each category during the year, including opening and closing
balances for that year.
2. Outlining compliance against local key performance indicators and against disclosure
regulation requirements.
The disclosures were introduced in the CIPFA Annual Report guidance last year. A national review will
take place in 2020/21 to refine the disclosures to ensure consistency across all LGPS Funds.
The Local Pension Board receives quarterly updates on administrative performance and this will
continue.
Table 1
Casework Type

Deaths
Retirement Estimates
Retirements
Deferments
Transfers In
Transfers Out
Joiners
Aggregation
Refunds
Leavers
Totals

Completed
2018/19
Cases
1,317
6,102
2,949
2,769
1,039
1,700
2,656
969
1,823
5,103
26,427

Cases
Outstanding
as start of
period
158
906
140
2,287
311
367
398
5,159
285
2,222
12,233

2019/20
Cases
Cases
commenced completed
in year
in year
1,339
6,655
4,709
4,241
1,271
1,665
3,331
3,142
2,205
6,585
35,143

Cases
outstanding
at year end

1,312
6,315
4,718
2,439
1,191
1,540
3,420
2,933
2,107
6,421
32,396

185
1,246
131
4,089
391
492
309
5,368
383
2,386
14,980

Legal
Requirement
from
notification

Achieved

Table 2
Local KPI
Target

Deaths (Active)
Deaths (Deferred)
Deaths (Acknowledgement)
Deaths (Dependant Benefit)
Retirements (Active members)
Retirements (Deferred members)
Deferment
Transfer In
Transfer Out
Refunds

No. of Days
5
5
5
10
5
5
30
10
10
10

Achieved

%
81%
81%
91%
87%
85%
88%
50%
97%
97%
71%
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Cases
Completed
within KPI

25
38
827
703
669
1,010
892
338
391
683

2 Months
2 Months
2 Months
2 Months
2 Months
2 Months
2 Months
2 Months
2 Months
2 Months

%
100%
100%
95%
100%
99%
99%
67%
100%
67%
99%

Pensions Staffing Structure
The Pensions Team sits within the Finance Service of Cheshire West and Chester Council and is
responsible for the day to day management of the Fund, including the administration of scheme
membership.
Work is continuing to multi skill staff on a wider variety of tasks so that we can achieve a more
resilient workforce that can provide value for money and an improved service for our customers. Multi
skilling development plans have been produced and will commence in 2020/21.
The Fund is organised across three functional areas :
•

•

•

Operations Team – which is further split between two teams:
o Benefits Team – responsible for the calculation of retirement benefits, early leavers,
deceased members, transfers for divorced members, and transfers in and out of the
fund and arranging additional contributions contracts.
o Business Information, Development and Improvement Team – responsible for
maintaining the UPM pension’s database, research and delivery of the development
roadmap and providing support to staff members in the most efficient use of the UPM
pension’s database. The team are also responsible for the production of reports to
satisfy all statutory and operating requirements, and to assist in continually improving
the data held by the Fund.
Stakeholder and Engagement Team – responsible for processing scheme admissions and
cessations, notifying new employers of their responsibilities to the Cheshire Pension Fund,
arranging and providing training to new employers, attending and delivering presentations at
retirement seminars hosted at external sites, creating and maintaining factsheets for members
and employers and updating the Cheshire Pension Fund website.
Finance and Investments Team – responsible for the management of investments and
production of the Statement of Accounts.

There are 46 (45 in 18/19) full time equivalent (FTE) posts in the Pensions section
The Operations team had 36 (35 in 18/19) staff responsible for pensions administration. The
administration staff to fund-member ratio is one FTE to 2,875 members (one to 2,853 in 18/19), based
on a total fund membership of 103,486 (99,848 18/19). As at 31 March 2020 the Fund had one
vacancy for a Pensions Technician which will be filled in early April.
Of the remaining 10 staff, 5 are based in the Finance and Investments section and 4 in Stakeholder and
Engagement with the Head of Pension Fund bringing the total to 46.
In addition the Fund has seconded a project manager to assist with the transformation programme,
Project Chrysalis.
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Unit Cost Per Member
Process
Total Membership Number
Investment Management Expenses
Total Cost £000
Sub cost per Member
Administration Costs
Total Cost £000
Sub cost per Member
Oversight and Governance costs
Total Cost £000
Sub cost per Member
Total Management Expenses
Total Cost per Member

2015/16
86,401

2016/17
93,440

2017/18
96,825

2018/19
99,848

2019/20
103,486

23,985
278

25,564
274

27,466
284

24,366
244

21,978
212

1,633
19

1,771
19

2,147
22

2,188
22

1,981
19

699
8

1,001
11

1,213
13

1,271
13

2,151
21

26,317

28,336

30,826

27,825

26,110

305

303

318

279

252

Membership and Employer Movement and Scheme Complexity
Membership numbers have increased year on year for both active and pensioner members. There has
been a slight year on year reduction in deferred membership which is partly due to a regulatory
change in 2019 which changed the retirement age from 60 to 55 for a number of members resulting in
around 400 members electing to retire early.
It is expected that the number of deferred members will rise once the Fund processes all the leaver
cases identified in the data cleansing workstream.
The chart below shows the membership movements for the past five years.
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The number of Employers participating in the Fund also continues to grow as the table below
illustrates.
Number of Employers (who paid
contributions during the year)

2015/16

2016/17

2017/18

2018/19

226

254

283

290

2019/20
305

The increase in membership and number of employers adds to the already challenging workload of
the Fund. This is compounded by the increased complexity of the scheme with the introduction of
CARE which now means that the Fund is effectively managing 3 separate benefit structure as
summarised below:
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Further amendment to the benefits package may also be made in the future in order to keep the
costs of the national scheme within the cost cap. Further changes to the benefits package would add
yet more complexity to scheme administration.
Fund’s Membership Profile over a 5 year period
Membership
Active
Deferreds
Pensioners
Total Membership

2015/16
35,895
24,707
25,799
86,401

2016/17
39,638
27,161
26,641
93,440

2017/18
40,529
28,532
27,764
96,825

2018/19
41,852
29,178
28,818
99,848

2019/20
44,682
28,760
30,044
103,486

The table below summarises the age ranges of the membership at the end of 2019-20 over the three
categories of Active, Pensioner and Deferred.
Active
Age
Group
0 -5
6 - 10
11-15
16-20
21-25
26-30
31-35
36-40
41-45
46-50
51-55
56-60
61-65
66-70
71-75
76-80
81-85
86-90
91-95
96-100
101-105
106-110
Totals

Number
0
0
0
162
1,385
3,015
3,820
4,711
5,409
6,521
7,428
6,779
3,887
1,233
274
37
14
6
1
0
0
0
44,682

Pensioner
%

Number
0
0
0

0.36
3.1
6.75
8.55
10.54
12.11
14.59
16.62
15.17
8.7
2.76
0.61
0.08
0.03
0.01
0
0
0
0

100

1
27
42
87
40
4
2
9
30
60
171
1,200
4,740
6,842
6,829
4,207
2,888
1,788
824
227
25
1
30,044

Deferred
%

Number
0

0.09
0.14
0.29
0.13
0.01
0.01
0.03
0.1
0.2
0.57
3.99
15.78
22.77
22.73
14
9.61
5.95
2.74
0.76
0.08
0

100
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0
0
0
0
106
827
2,136
3,007
3,509
4,656
5,972
5,920
2,212
364
48
2
1
0
0
0
0
0
28,760

%
0
0
0
0
0.37
2.88
7.43
10.46
12.2
16.19
20.76
20.58
7.69
1.27
0.17
0.01
0
0
0
0
0
0

100

Retirements during 2019/20
There were 1,938 retirements during 2019/20 as summarised in the chart below:

Internal Dispute Resolution Procedure
The Fund receives a limited number of complaints each year and deals with all complaints in
accordance with Cheshire West and Chester Council’s complaints policy.
There are times when Scheme members, employers and the Administering Authority may find
themselves in disagreement about a pension issue. The first approach in these situations is for those
involved to talk to each other to reach a resolution. However, should this not prove possible, the Fund
has established an Internal Disputes Resolution Procedure (IDRP).
The IDRP is a two stage process. When the Fund or an Employer makes a decision about a
beneficiary’s benefit under the LGPS rules, if for any reason a member, pensioner, deferred pensioner
or potential beneficiary is not satisfied about a decision made they can apply to the employer or the
Fund to have their complaint reviewed under a stage 1 of the IDRP.
If the beneficiary is dissatisfied with the stage 1 decision they may invoke stage 2 of the IDRP within 6
months of the stage 1 decision.
If after the stage 2 decision the beneficiary is still dissatisfied they can contact The Pensions
Ombudsman (TPO) for help when dealing with a complaint. Fortunately such instances are few and far
between as most issues are settled locally. In the last year there has been 1 IDRP case raised with the
Pension Ombudsman against the Administering Authority and the outcome was that it was not
upheld.
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Investment Policy & Performance
Investment Management
Management of Cheshire Pension Fund’s assets is determined within the context of the Local Government Pension
Scheme (Management and Investment of Funds) Regulations 2016 (the “Regulations”). The regulations require the
Fund to publish its Investment Strategy Statement which documents the current investment strategy, provides
transparency in relation to how the Fund’s investments are managed and acts as a high level risk register. This
document can be found on the Fund’s website and provides further detailed information about how the Fund
manages its assets.
In summary, the Fund manages four distinct investment strategies. This ensures that each of the Fund’s 415 scheme
employers (305 employers who contributed to the fund in year) has access to an investment strategy that meets
their long term funding requirements. During 2019/20 two of the four investment strategies were managed
dynamically, meaning that the level of investment risk can be adjusted if the funding level moves ahead of or behind
the long term funding plan. In practice this means that the Fund monitored funding level progression against pre
agreed trigger points that prompted an increase or decrease in the level of growth and defensive assets held. Asset
allocations are only adjusted where the change does not have a negative impact on employer contribution rates.
Each investment strategy has a strategic asset allocation, which targets the required long term rate of return, whilst
ensuring that the portfolio maintains an acceptable level of risk and an appropriate level of diversification. The
strategic asset allocation is formally reviewed every three years alongside the actuarial valuation. It is considered and
endorsed by the Pension Fund Committee after taking advice from the Fund’s professional advisers. In March 2020
the Committee approved a revised strategic asset allocation model which will apply from 1 April 2020.
Further details on the Fund’s revised investment strategy, responsible investment policy, risk management strategy
and governance arrangements are available on the Fund’s website.
www.cheshirepensionfund.org

Page 115 of 330

Strategic Asset Allocation
The strategic asset allocation for each investment strategy is shown in the chart below, alongside a weighted
aggregated asset allocation at whole fund level. The strategic asset allocations were unchanged during 2019/20.

30.0

Investment Strategy A

15.0

15.0

40.0

Investment Strategy B

20.0

15.0

15.0

50.0

Equities

Medium Growth Strategy

20.0

15.0

15.0

50.0

Absolute Return
Illiquid Alternatives

Gilts Strategy

-

100.0
22.4

Fund Aggregate
0%

14.9
20%

Fixed Income

14.9
40%

47.7
60%

80%

100%

Actual Asset Allocation
The market value of the Fund’s investments, cash and other assets, as at 31 March 2020, was £5.502 billion,
compared with a value of £5.589 billion as at 31 March 2019. The chart below shows the distribution of assets across
the main investment categories. These change year on year as a result of changes to the strategic asset allocation,
the performance of the underlying asset classes and managers, and rebalancing across managers and asset classes.
60.0%
54.7%
48.5%

50.0%

40.0%

30.0%

25.8%

31 March 2019

25.5%

31 March 2020
20.0%
13.8%

11.9%

13.0%

6.8%

10.0%

0.0%
Equities

Absolute Return

Illiquid Alternatives
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Fixed Income

The detailed distribution of assets by category and by manager at 31 March 2020 is set out in the following chart.
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Investment Performance
The Fund uses a tailored strategic benchmark that reflects its specific asset allocation. The following chart shows the
performance of the Fund relative to its strategic benchmark, inflation (CPI) and the return assumption used by the
Actuary as part of the triennial valuation. Returns for periods of greater than 1 year are annualised.

1 Year

-1.3%
-0.8%
1.5%
3.7%
3.4%

3 Years

2.2%
2.0%

Portfolio

4.0%

Benchmark

6.5%

5 Years

4.6%

CPI

1.7%
4.2%

Valuation
8.0%

10 Years

5.9%
2.1%
5.0%
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Appointed Investment Managers
The Fund utilises external investment managers to undertake the day to day management of the
Fund’s assets. Each manager has a specific benchmark and performance target against which their
performance is regularly monitored. The aggregation of each underlying manager’s performance
provides the total fund return as shown on the previous page. Rolling 3 year performance for each
investment manager is shown in the table below, alongside the relevant benchmark. The right hand
axis and green line shows the % of assets held by each manager at 31 March 2020.

Notes: Excludes contributions from Managers who are no longer used or are in the process of
disinvesting (at 31 March 2020). Where a manager/mandate has been in place for less than 3 years,
annualised return since inception is used. All returns are annualised.
The following table provides further details in relation to each investment manager.
Manager/Mandate

Description

Benchmark

Baillie Gifford Long
Term Global Growth
Baillie Gifford Global
Alpha
LGIM Equities

Active global equities

LGPS Central Ltd

Passive global equities

LGPS Central Ltd

Active global equities

FTSE ALL World
Index
MSCI All
Countries World
FTSE RAFI All
World 3000 Index
FTSE All World
Climate Balanced
Comprehensive
Factor Index
FTSE ALL World
Index

Active global equities
Passive global equities
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Performance
Target per annum
b/m +3%

Inception

b/m +2%

2011

Track index

1994

Track Index

2019

b/m +1.5%

2019

2005

Manager/Mandate

Description

Benchmark

Private Equity

Private Equity fund of fund
and direct
Total return fixed income
Multi asset credit
Multi asset credit
Passive index linked gilts and
fixed gilts

LIBID

Janus Henderson
Bluebay
M&G Alpha
LGIM Gilts

Patrizia

UK direct property

Arrowgrass
Winton
Blackstone

Multi strategy hedge fund
Commodities trading advisor
Fund of hedge fund

LIBOR
LIBOR
LIBOR
FTSE A IndexLinked > 5 Years,
FTSE A UK Gilts >
15 Years and 5
other single stock
year gilts
BNY Property
Median

CPI
CPI
CPI

Performance
Target per annum
10%

Inception

4%
5-10%
b/m +3-5%
Track indices

2012
2015
2018
2013

Main portfolio
6.5%, Index linked
portfolio CPI
+1.5%
b/m +5%
b/m +5%
b/m +5%

1988

2003

2011
2011
2016

The above tables provide information on those managers that manage fund assets >2%. The Fund
fully divested from Winton in 2019/20 and is in the process of divesting from Arrowgrass. The Fund
also has small allocations with two Darwin Leisure Investment Funds.
The private equity mandate is managed by Pantheon Ventures, Adams Street Partners and
Lexington. The Fund also committed £22m to two LGPS Central Ltd private equity funds.
Investment Fees
The Fund is committed to transparency in relation to the fees it pays to investment managers. It
believes that it is important to assess the value delivered by asset managers by evaluating fees in
relation to investment performance. The table below shows the fees paid to managers in each asset
class, including those underlying fees that the Fund is not required to report in the Statement of
Accounts.

Pooled Investment Vehicles
Equities
Absolute Return
Private Equity
Direct Property
Loans
Cash and Other
Total Fund

Management Performance and
Fees
Other Fees
4,969
544
2,835
2,093
6,167
0
3,198
879
1,167
98
27
18,434
3,544

Underlying fees
within Fund of Fund
Structures
4,782
4,782
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Total Fees inc.
Underlying
5,513
4,928
6,167
8,860
1,167
125
26,760

Estimated 12 Month
Performance
-0.3%
-1.4%
-7.9%
+14.8%
-1.6%
+3.6%
0
-1.3%

Net Impact on Asset Value of
Investment Returns, minus
all fees
-74m
+28m
-39m
+11m
-26m
0
0
-100m

The table below shows the fees paid to managers alongside the combined returns of those
managers and the net impact (i.e. taking into account both fees and performance) on the value of
Fund assets.
Ongoing management fees

Direct
£000s
Management fees:
Ad valorem
Performance
Transaction costs:
Commissions
Acquisition/issue costs
Disposal costs
Registration/filing fees
Taxes and stamp duty
Other
Custody
Other
Total

Asset Pool
Indirect Total
£000s £000s

720

bps

Direct
£000s

13.61

17,331
2,532

3.91

61

139

720
207
139

2.63

51
16
1,133

51
16
1,133

0.96
0.31
21.42

41
11
98
940
21,014

207

-

Non Asset Pool
Indirect
Total
£000s
£000s

-

17,331
2,532
61
41
11
98
940
21,014

Fund Total
bps

£000s

bps

18,051
2,532
268
180
149
956
22,147

Note: bps are basis points with 100 bps = 1%. So, a manager who charged 100 bps in fees would levy
a fee equivalent to 1% of assets under management.
In addition to the above ongoing management fees the Fund was also charged £927k for its share of
the running costs of LGPS Central. These costs were in respect of product development, governance
costs and operator costs. These costs have been included within the Fund’s Statement of Accounts
under the category of oversight and governance costs.
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Asset Allocations and Performance
Asset Category
Asset Pool Managed Investments
Active Listed Equity
Passive Fund
Unlisted Equity Fund
Other*
Total
Non Asset Pool Managed Investments
Active Listed Equity:
Global Fund 1
Global Fund 2
Global Fund 3
Passive Listed Equity:
Passive Fund 1
Passive Fund 2
Passive Listed Fixed Income 1
Passive Listed Fixed Income 2
Passive Listed Fixed Income 3
Passive Listed Fixed Income 4
Passive Listed Fixed Income 5
Passive Listed Fixed Income 6
Passive Listed Fixed Income 7
Private Debt
Property:
Direct- Core
Direct- Index Linked
Indirect Property Fund 1
Indirect Property Fund 2
Unlisted Equity Fund
Cash
Multi-asset funds/diversified growth funds:
Diversified credit Fund
Total Return Bond Fund
Opportunities Fund
Hedge Funds:
Multi- Strategy
Hedge Fund of Funds
Multi-Strategy/CTA
Total
Overall Total

Opening value
£000s
%
250,229

Closing value
£000s
%

2,043
252,272

0.0%
4.7%

226,229
452,892
3,208
2,036
684,365

287,113
262,405
141

5.4%
4.9%
0.0%

283,700
309,030
49

315,885
324,201
1,605,661
1,690

30.1%

0.0%

328,615
78,393
31,243
34,257
194,995
104,049

6.2%
1.5%
0.6%

133,868
1,325,516
191,674
25,331
25,330
25,054
25,110
24,921
1

-9.35% -9.59%
N/A
N/A
-11.55% -11.56% -11.65% -11.56%
N/A
N/A
N/A
N/A
0.0%
N/A
N/A
N/A
N/A
12.4%
N/A
N/A
N/A
N/A

5.2%
5.6%
0.0%

24.1%

0.0%
5.3%
2.1%
0.6%

3.7%
1.9%

409,743
352,271
235,555

7.7%
6.6%
4.4%

375,008
362,923
227,338

260,424
346,058
164,139
5,336,839
5,589,111

4.9%
6.5%
3.1%
100.0%
100%

48,403
325,504

-1.09%
17.84%
N/A

-1.43%
16.23%
N/A

-6.20%
-6.20%
N/A

-4.20%
-3.2%
N/A

N/A -15.31%
N/A -6.01%
N/A
2.43%
N/A 17.58%
N/A 19.92%
N/A 22.75%
N/A
0.00%
N/A 27.69%
N/A
0.00%
N/A
N/A

-1.90%
N/A
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
N/A

-1.90%
N/A
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
N/A

0.17%
0.17%
8.10%
11.70%
N/A
N/A

0.07%
0.07%
6.30%
10.20%
N/A
N/A

0.90%
-2.50%
N/A
N/A
N/A
N/A

6.50%
3.00%
8.00%
10.00%
N/A
N/A

6.8%
6.6%
4.1%

N/A
3.27

N/A
N/A
-3.49%

0.9%
5.9%
0.0%
78.7%
100%

N/A
-2.90%
N/A
N/A
N/A

N/A
-5.96%
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A
N/A

5.00%
4.00%
3.70%
N/A
6.50%
6.50%
N/A

-

N/A

4.0%
7.4%

*Relates to equity share of £1.315m in LGPS Central Ltd and Loan advanced to LGPS Central Ltd of
£685k plus £36k interest
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Local
Target
%

4.1%

291,023
116,774
33,208
37,746
222,167
407,682

4,817,358
5,501,723

Performance 1 year Passive
Gross
Net
Index
%
%
%

In response to the Scheme Advisory Board Transparency Code the Fund has contacted all managers
regardless of whether they have signed up to the Code and requested that they complete the
Transparency Code template for 2019/20 and future years to allow more transparent reporting.
LGPS Central Ltd, in selecting Managers for the pool, also set this as a requirement that Fund
Managers they select are signed up to the Transparency Code. The table above includes information
from all managers who returned the transparency code template in time for inclusion in the Annual
Report.
In terms of cost savings as a result of transitioning assets to LGPS Central Limited, it is too early in
the transfer period to reflect cost savings. The Fund will look to report on these in future years.
Investment Administration and Custody
Whilst the Fund’s appointed investment managers make and implement investment decisions, particularly in
respect of the purchase and sale of stock, the practical consequences of their decisions in terms of the Fund’s
rights to, and benefits of, ownership of investments and cash are handled by custodians who are
independent of the investment managers.
The Pension Fund’s custodian is Bank of New York Mellon who is responsible for custody and safekeeping of
assets within the segregated equity mandates managed by Baillie Gifford. The Fund’s custodian is also
employed to undertake an independent review and validation of the assets held in unit trusts with other
investment managers and their own custodians. A full list of the custodians used by the Fund and its
investment managers is provided below:
Investment Manager / Sub Fund
Baillie Gifford

Asset Class
Segregated Equity

Custodian
Bank of New York Mellon

BlueBay Asset Management

Fixed Income

Brown Brothers Harriman

Janus Henderson

Fixed Income

BNP Paribas

M&G

Fixed Income

State Street

Arrowgrass
Winton

Absolute Return
Absolute Return

CITCO Fund Services
CITCO Fund Services

Blackstone

Absolute Return

CITCO Fund Services

Legal & General

Passive Equity / Gilts

HSBC

LGPS Central

Pooled Equity

Northern Trust
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Statement of Responsible Investment
The Cheshire Pension Fund (“the Fund”) is a long term investor aiming to deliver a sustainable
Pension Fund for all stakeholders.
Cheshire West and Chester Council (“the Council”) as the Administering Authority of the Fund has a
fiduciary duty to act in the best, long-term, interests of the Fund’s employers and scheme members.
The Fund believes that in order to fulfil this duty, it must have a clear policy on how it invests in a
responsible manner.
Responsible Investment is a fundamental part of the Fund’s overarching investment strategy as set
out in the Investment Strategy Statement. That is, to maximise returns subject to an acceptable level
of risk whilst increasing certainty of cost for employers, and minimising the long term cost of the
scheme. The Fund believes that consideration of Environmental, Social and Corporate Governance
(“ESG”) factors are fundamental to this, particularly where they are likely to impact on the
overarching investment objective.
The Fund’s approach aims to ensure that consideration of ESG factors is embedded in the
investment process, utilising the various tools available to manage ESG risks and to harness
opportunities presented by ESG factors.
The Fund has recently revised its Responsible Investment policy and the new policy was published,
following consultation, in April 2020. The new policy considerably strengthened the Fund’s approach
to climate change, in that, in addition to recognising the wider impacts of climate change, there is
also acknowledgement of specific climate related investment risk. This is because owning
investment assets with a significant exposure to fossil fuels, poses a particular potential investment
risk in that markets may re-price fossil fuel assets in response to growing public concerns over
climate change and the response of policy makers to this concern. To effectively manage this risk,
the policy sets out a systematic evidence based approach, which includes the commissioning of an
independent assessment of the carbon metrics of the Fund’s existing investment portfolio. This in
turn will inform the creation of a Climate Stewardship Plan, setting out the steps the Fund will take
to manage any identified climate related financial risks.
Policies Adopted
The Fund adopts a policy of positive engagement with the companies in which it invests in order to
promote high standards of corporate governance. It believes that this will help to raise standards
across all markets and that this is in the best long term interests of the Fund, its beneficiaries and
other stakeholders.
Investment performance is monitored on a quarterly basis and the Fund expects investment
managers to engage with companies to address concerns affecting performance.
The Fund believes that the greatest impact on behaviour can be achieved when working together
with others. It is a member of the Local Authority Pension Fund Forum (LAPFF) which exists to
promote the investment interests of local authority pension funds and to maximise their influence as
shareholders in promoting corporate social responsibility and high standards of corporate
governance amongst the companies in which they invest. The Fund actively supports the work of
LAPFF and sees this as an important element of its stewardship responsibilities.

Page 124 of 330

The Fund continues to exercise its ownership rights by adopting a policy of actively voting stock it
holds. The Fund delegates responsibility for voting to its directly appointed investment managers
who are required to vote wherever the Fund has a voting interest. Wherever practicable, votes must
be cast in accordance with industry best practice as set out in the Combined Code of Corporate
Governance with a clear focus on enhancing long term shareholder value.
In order to ensure that the governance practices employed by the Fund’s investment managers are
aligned to that of the fund, investment manager’s quarterly performance reports are required to
include a specific briefing on corporate governance, detailing all votes cast on the Fund’s behalf. This
is reported to the Investment Sub-Committee on a quarterly basis and any exceptions or examples
of non-compliance are addressed directly with the Fund’s managers.
The table below summarises the voting activity for the Fund over the 12 months to 31 March 2020:

Number of Companies
Votes Cast in Favour
Votes Cast Against
Votes Abstained / Withheld
Total number of
Resolutions

UK
5
88
0
0
88

Overseas
150
1,286
84
16
1,386

Total
155
1,374
84
16
1,474

%
N/A
93.2
5.7
1.1
100.0

The Fund also invests a Global Active Equity Fund managed by its pooling fund company, LGPS
Central Ltd (‘LGPSC’). LGPSC have a ‘Responsible Investment and Engagement Framework’, available
on the company’s website at: https://www.lgpscentral.co.uk/wp-content/uploads/2019/03/LGPSCentral-Responsible-Investment-and-Engagement-Framework.pdf, which contains two key
objectives:
1) To support the company’s investment objectives;
2) To be an exemplar for Responsible Investment within the financial services industry and
raise standards across the market.
Every three months, LGPSC publish a ‘Quarterly Stewardship Report’ setting out in full their
stewardship, engagement and voting activities. This is also available on the LGPS Central website at:
https://www.lgpscentral.co.uk/wp-content/uploads/2020/02/Quarterly-Stewardship-Report-Q32019-20.pdf
Statement of Compliance with the UK Stewardship Code for Institutional Investors
The Financial Reporting Council has published its new Stewardship Code which took effect from 1
January 2020. The new Code significantly strengthens the existing one and places a new requirement
on all signatories to produce an annual report explaining their stewardship activities and outcomes.
The new Code set out a number of principles and is committed to the UK Stewardship Code and has
submitted a statement of compliance to the Financial Reporting Council. The Fund’s statement is
provided within the Investment Strategy Statement (Responsible Investment Policy). A revised UK
Stewardship Code is due to be published during summer 2019 and the Fund will update its
statement of compliance accordingly.
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Myners’ Principles
The Myners’ Principles are a set of principles for good investment governance, originally created in
2001 and subsequently updated in 2008. Local government pension funds are required to produce a
statement in their annual report regarding compliance with these Principles on a ‘comply or explain’
basis. The Myners’ Principles are:
Principle 1: Effective Decision-Making
Principle 2: Clear Objectives
Principle 3: Risk and Liabilities
Principle 4: Performance Assessment
Principle 5: Responsible Ownership
Principle 6: Transparency and Reporting
The Pension Fund’s compliance with the Myners’ Principles is shown in the following table:
Principle

Evidence of Compliance

Principle 1 Effective Decision Making:

Compliant

Administering Authorities should ensure:

Decisions are taken by the Chief Operating Officer
advised by the Pension Fund Committee.

•

•

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

The Committee has support from Council officers
with sufficient experience to assist them. The
Committee also seeks advice from professional
actuarial and investment advisers to ensure it can
be familiar with the issues concerned when making
decisions.

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

The Committee is able to make robust challenges to
advice and is aware of where potential conflicts of
interest may reside within the Committee and in
relation to service providers.

Principle 2 Clear objectives:

Compliant

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 Administering
Authority and scheme employers, and these
should be clearly communicated to advisers
and investment managers.

-

-

The Committee has established objectives for
the Fund which takes account of the nature of
Fund liabilities and the contribution strategy.
The objectives are set based on advice from the
Fund Actuary and Strategic Investment Advisor,
which informs the overall risk budget for the
Fund. The overarching objective is reflected in
the investment mandates awarded to the asset
managers.
There is dialogue with admitted bodies within
the Fund in relation dies within the Fund in
relation to the contributions they pay, their
capacity to pay these contributions and the
level of guarantees they can provide.
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Principle

Evidence of Compliance

Principle 3 Risk and liabilities:

Compliant

•

In setting and reviewing their
investment strategy, administering
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.

Principle 4 Performance assessment:

The Committee and Council officers have discussed
the contribution strategy with the Actuary taking
account of the strength of covenant of the Council
and its long term horizon. Discussions have also
taken place with admitted bodies in relation to the
affordability of contributions and the strengths of
their covenants.
Compliant

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

The investment strategy is considered in the light of
the nature of the Fund liabilities, the timescale over
which benefits will be paid, and financial and
demographic factors affecting the liabilities, such as
inflation and improving longevity.

Administering Authorities should
also periodically make a formal
assessment of their own
effectiveness as a decisionmaking body and report on this to
scheme members.

The performance of the Fund and its individual
managers are monitored on a regular basis.
The quality of advisers is assessed on a qualitative
basis and is subject to periodic retender in order to
ensure value for money.
During 2018-19 Barnett Waddingham were
commissioned to undertake an independent
review of the Fund’s governance arrangements.
Their review concluded that the Fund’s governance
arrangements were working effectively, although a
number of relatively minor improvement
recommendations were made.
In addition, the Fund has completed a self
assessment against the CIPFA/SOLACE ‘Delivering
Good Governance framework 2016’ and this is
included in the Governance section of this AR (page
ref).
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Principle

Evidence of Compliance

Principle 5 Responsible Ownership:

Compliant

Administering Authorities should

The Pension Fund Committee encourages its
investment managers to adopt the Financial
Reporting Council’s (FRC) new Stewardship Code
2020 on the responsibilities of shareholders and
agents on the Fund’s behalf. Asset managers must
submit their first report explaining their level of
compliance to the Code by 31st March 2021and the
Fund will monitor manager compliance.

•

Adopt, or ensure their investment
managers adopt, the Financial
Reporting Council’s (FRC) Stewardship
Code 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.

The Fund’s Investment Strategy Statement includes
a statement on the Fund’s policy on responsible
ownership.
The Fund’s asset pooling company, LGPS Central
has its own Responsible Investment and
Engagement policy and is fully compliant with the
FRC Stewardship Code.

Principle 6 Transparency and Reporting:

Compliant

Administering Authorities should

The Pension Fund Committee maintains minutes of
meetings which are available on the Fund’s website.

•

•

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.
Should provide regular
communication to scheme
members in the form they
consider most appropriate.

The Council meet regularly with sponsoring
employer bodies and a member representative
attends committee meetings.
The Investment Strategy Statement is published on
the Fund’s website and is available to members on
request. Other information on the Scheme,
including comprehensive quarterly information
detailing all the Fund’s investment holdings is
available to members on the Fund’s website.

Investment performance – link to Funding Strategy Statement

Employees’ benefits are guaranteed by the LGPS Regulations, and do not change with market
values or employer contributions. Investment returns will help pay for some of the benefits, but
probably not all, and certainly with no guarantee. Employees’ contributions are fixed in those
Regulations also, at a level which covers only part of the cost of the benefits.
Therefore, employers need to pay the balance of the cost of delivering the benefits to members
and their dependants.
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The Funding Strategy (FSS) focuses on how employer liabilities are measured, the pace at which
these liabilities are funded, and how employers or pools of employers pay for their own
liabilities.
The FSS sets out the objectives of the Fund’s funding strategy, such as:
• Ensuring the long-term solvency of the Fund, using a prudent long term view. This will ensure
that sufficient funds are available to meet all members’/dependants’ benefits as they fall due
for payment;
• Ensuring that employer contribution rates are reasonably stable where appropriate;
• Minimising the long-term cash contributions which employers need to pay to the Fund, by
recognising the link between assets and liabilities and adopting an investment strategy which
balances risk and return
• Reflecting the different characteristics of different employers in determining contribution
rates. This involves the Fund having a clear and transparent funding strategy to demonstrate
how each employer can best meet its own liabilities over future years; and
• Using reasonable measures to reduce the risk to other employers and ultimately to the
Council Tax payer from an employer defaulting on its pension obligations.
How does contribution rate vary for different employers?
1. The funding target is based on a set of assumptions about the future, (e.g. investment

returns, inflation, pensioners’ life expectancies). However, if an employer is approaching the
end of its participation in the Fund then its funding target may be set on a more prudent basis,
so that its liabilities are less likely to be spread among other employers after its cessation;
2. The time horizon required is, in broad terms, the period over which any deficit is to be

recovered. A shorter period will lead to higher contributions, and vice versa (all other things
being equal). Employers may be given a lower time horizon if they have a less permanent
anticipated membership, or do not have tax-raising powers to increase contributions if
investment returns under-perform; and
3. The probability of achieving the funding target over that time horizon will be dependent on

the Fund’s view of the strength of employer covenant and its funding profile. Where an
employer is considered to be weaker, or potentially ceasing from the Fund, then the required
probability will be set higher, which in turn will increase the required contributions (and vice
versa).
Stabilisation
Stabilisation is a mechanism where employer contribution rate variations from year to year are
kept within a pre-determined range, thus allowing those employers’ rates to be relatively stable.
This stabilisation mechanism allows short term investment market volatility to be managed
without directly impacting employer contribution rates, on the basis that a long term view can
be taken on net cash inflow, investment returns and strength of employer covenant.
The Administering Authority, on the advice of the Fund Actuary, believes that stabilising
contributions can still be viewed as a prudent longer-term approach. However, employers

Page 129 of 330

whose contribution rates have been “stabilised” should be aware of the risks of this approach
and should consider making additional payments to the Fund if possible.
The current stabilisation mechanism applies if:
• the employer satisfies the eligibility criteria set by the Administering Authority (see below)
and;
• there are no material events which cause the employer to become ineligible, e.g. significant
reductions in active membership (e.g. due to outsourcing or redundancies), changes in the
nature of the employer (perhaps due to Government restructuring) or changes in the security of
an employer.
On the basis of extensive modelling carried out for the 2019 valuation exercise, the stabilised
details are as follows:
Type of employer

Stabilisation Mechanism

Tax Raising bodies excluding Cheshire East Council (including
Police, Fire and Parish Councils)

+1.0%pa/-1.0%pa

Cheshire East Council

+1.5%pa/-1.5%pa

All other employers were set an appropriate individual employer rate based on their own
individual characteristics. This contribution rate may be different to their theoretical
contribution rate. Any deviation will be based on their own circumstances and a range of factors
including (amongst other things) their perceived security or covenant, any budgetary constraints
that they may be bound by, their likely time horizon as an LGPS employer etc.
The minimum contributions to be paid by each employer from 1 April 2020 to 31 March 2023
are shown in the Rates and Adjustment Certificate which is available on the Funds website as an
appendix to the 2019 Actuarial Valuation Report.
During the year the Fund welcomed 21 new employers into the scheme, 15 schools converted to
academies, 4 admitted bodies and 2 parish councils.
The LGPS regulations requires that admitted bodies carry out, to the satisfaction of the
Administering Authority an assessment, taking account of actuarial advice, of the level of risk arising
on the premature termination of the provision of service or assets by reason of insolvency, winding
up or liquidation of the admission body.
Such a risk assessment was carried out for each of the 4 new admitted bodies, admission
agreements and pension indemnity bonds are in place or in the process of being put in place for the
new bodies. These are to be reviewed on an annual basis.
During the year the fund had 9 employers who ceased membership of the Cheshire Pension Fund. Of
these; 7 were admitted bodies, one was a parish council and one ASDV which has moved back in
house.
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Governance
Local governance overview
Overall responsibility for managing the Fund lies with Cheshire West and Chester Council (the
Council) as the Administering Authority for the Cheshire Pension Fund.
The Council is committed to delivering effective governance and to the core principles in the
governance framework issued by the CIPFA (the Chartered Institute of Public Finance and
Accountancy) and SOLACE (the Society of Local Authority Chief Executives) in their ‘Delivering Good
Governance in Local Government (2016)’ framework. The framework assists local authorities in
developing arrangements that ensure:
• Resources are directed in accordance with agreed policy and according to priorities
• There is sound and effective decision making
• There is clear accountability for the use of resources to achieve desired outcomes for service
users and communities
The Council has delegated responsibility for the management and administration of the Fund to the
Chief Operating Officer, who is also the Council’s Section 151 officer.
Pension Fund Committee
An advisory panel known as the Pension Fund Committee, which in turn is supported by an
Investment Sub-Committee, the Pension Fund Committee advises the Chief Operating Officer.
Members of the Committee as at 31 March 2020 were:

Cllr Myles Hogg
(Chair)

Cllr Carol Bulman

Cllr Sam Corcoran

Cllr Paul Findlow

Cllr Gareth Gould

Cllr Gina Lewis

Paul Matthews GMB

Cllr Cathy Mitchell

Cllr Amanda Stott

Cllr Harry Tonge

Cllr Mike Wharton
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External Advisers
The Council’s appointed Actuary, Hymans Robertson, and Strategic Investment Advisor, Mercer,
provide specialist advice. Specialist external legal advice is retained as required.
Pensions Consultative Forum
The Council has established a Pensions Consultative Forum made up of representatives from
participating employers.
Local Pension Board
The Local Pension Board assists the Council in discharging its administering authority responsibilities
effectively. The Board’s role, as defined by the Public Service Pensions Act 2015, is to assist the
Council in ensuring effective governance and administration of the Fund and compliance with all
relevant legislation and guidance, and the requirements of the Pensions Regulator. The Board has a
membership of five, an independent chair, two employer representatives and two member
representatives
Terms of Reference
The terms of reference and membership of the Pension Fund Committee, Investment SubCommittee, Pension Consultative Forum, and Local Pensions Board are set out in the Governance
Policy Statement on pages xx. The Governance Policy Statement also includes an assessment of the
extent to which the Fund’s governance arrangements comply with guidance issued by the Secretary
of State.
Other Council input
Other Council officers, including the Head of Pension Fund, who manages the Fund on a day-to-day
basis and the Council’s Director of Governance, also advise the Chief Operating Officer.
The Council’s Audit & Governance Committee reviews the discharge of the Council’s responsibilities
for the Fund and receives the minutes of the Pension Fund Committee.

Investment Pooling
In April 2018, in response to national LGPS regulations, the Council entered the LGPS Central Pool.
This is a partnership agreement with the Administering Authorities of the Derbyshire, Cheshire,
Leicestershire, Nottinghamshire, Shropshire, Staffordshire, West Midlands, and Worcestershire
Pension Funds (the partner funds) to enter into collective arrangements for the investment of their
LGPS fund assets.
The partner funds have established LGPS Central Ltd (the Company), an arms-length, regulated
investment company that manages the partner funds’ pooled investments. The Company is
regulated by the Financial Conduct Authority and is controlled within the meaning of the Public
Contract Regulations 2015.
Partner funds are joint and equal shareholders in the Company. They have entered into a
Shareholder Agreement that governs how partner funds manage their collective relationship with,
and ownership of, the Company. The Shareholder Agreement sets out eight strategic objectives for
the Company, which are:
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1. Meet the investment objectives of the Participating Funds
2. Establish a collaborative platform through which administering authorities of the
Participating Funds can aggregate their pension assets with a view to providing scale
economies and improved investment efficiency
3. Develop internal investment management capabilities for the collective benefit of the
Participating Funds, in order to provide wider investment choice and market competition
4. Create capacity to invest in asset classes which individual Funds may find difficult to access
5. Stimulate innovation, and provide an opportunity for Funds to engage with the investment
industry in finding new and creative approaches to the funding challenges faced by the LGPS
(and the wider pensions sector)
6. Act as a responsible, long term investor, using its influence as a shareholder to promote the
highest standards of corporate stewardship
7. Create a regional centre of excellence for investment management, able (in the long term)
to offer services to other pension funds, charities and endowments
8. Following transitioning arrangements, to invest each Shareholder’s pension assets either
through the ACS operated by LGPS Central, as the primary and exclusive collective
investment vehicle for all eligible pension assets, or by appointing LGPS Central to manage
any non-eligible pension assets outside of such ACS.
The Shareholder Agreement also sets out areas of Company decision making which require
shareholder approval, known as Reserved Matters. The Shareholder Agreement specifies which
Reserved Matters require unanimous partner fund approval and which a majority may decide (and a
majority must be 75% of shareholders).
A Shareholder Forum, comprising the shareholder representatives from all partner funds meets
twice yearly in advance of company meetings. The Council has appointed the Cabinet Member for
Finance & Legal as its shareholder representative, with discretion to exercise its voting rights at
company meetings.
A Joint Committee oversees the operation of the LGPS Central pool, including oversight of pooling
progress, delivery of pooling savings targets and scrutiny of the performance of the Company. The
Joint Committee meets twice yearly and is made up of elected Councillors from the partner funds
and a scheme member representative (nominated by the trades unions). The Pension Fund
Committee Chair represents the Council at Joint Committee meetings. The Joint Committee is not a
decision making body, but can make recommendations to the individual partner funds.
A Practitioners Advisory Forum, made up of s151 officers and senior pension officers from the
partner funds, advises the Shareholder Forum and the Joint Committee.
Cheshire Pension Fund assets will transfer to the Company’s management on a phased basis. Prior to
transition, assets remain managed under legacy arrangements with appointed external managers.
The Pension Fund Committee, advised by the Investment Sub-Committee, oversees the investment
performance of the Company and legacy external managers.
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Governance in practice 2019-20
Pension Fund Committee
Following the local Council elections in May 2019, there were a number of changes to Committee
membership and Councillors, Bulman, Gould, Williams and Stott joined the Committee.
During the year Councillors Bowden, Gahan and Williams stood down from the Committee due to
other pressing commitments and Councillors Mitchell, Lewis and Tonge joined.
Committee Agendas and minutes are published on the Cheshire Pension Fund website in advance of
each meeting.






N/a
N/a











N/a
N/a








N/a


N/a








N/a








N/a
x

N/a
x

13-Mar-20
Committee






28-Feb-20
Training





13 Dec 2019
Committee

08-Nov-19
Training





































N/a
N/a

N/a
N/a

N/a
N/a

Cancelled due to General Election

13-Sep-19
Committee

Current members
Cllr Hogg (Chair)
Cllr Gould
Cllr Lewis
Cllr Tonge
Cllr Corcoran
Cllr Findlow
Cllr Stott
Cllr Bulman
Cllr Wharton
Cllr Mitchell
Paul Matthews
Past Members
Cllr Gahan
Cllr Williams

19-Jul-19
Training

Name

07-Jun-19
Committee

The Committee met six times during the year, with one meeting cancelled. Meeting dates and
attendance are below:

At each meeting, the Committee reviewed the minutes and recommendations of the Investment
Sub-Committee, Pensions Consultative Forum, and the Local Pension Board. The Committee also
received regular updates on:
• Funding level changes
• Employer and membership changes (admissions/cessations)
• Compliance (Breaches Log)
• Regulatory developments
• Progress against Business Plan targets
• Risk Register
Topical issues in 2019-20 on which Committee made recommendations or received key updates
included:
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•
•
•
•

Triennial Valuation – agreeing key assumptions to be used; monitoring progress in delivering
the valuation, changes to employer funding strategies and signing off the final actuarial
report
Governance - updates on the Scheme Advisory Board Good Governance Review, review and
approval following consultation of the updated Funding Strategy, Investment Strategy
Statement and Responsible Investment Policy
Benefits Administration -overseeing delivery of the Guaranteed Minimum Pension (GMP)
reconciliation project
Investment Pooling – presentations from LGPS Central Ltd – the jointly owned pooling
company

Investment Sub –Committee
The Investment Sub-Committee strengthens governance and oversight by providing a more in-depth
focus on investment strategy and investment performance.
The Sub-Committee met four times during the year. All members of the Pension Fund Committee
were invited to attend, and attendance at Sub-Committee meetings in 2019-20 is shown below:

06-Sep-19

15-Nov-19

14-Feb-20

Current Members
Cllr Hogg (Chair)
Cllr Gould
Cllr Lewis
Cllr Tonge
Cllr Corcoran
Cllr Findlow
Cllr Stott
Cllr Bulman
Cllr Wharton
Cllr Mitchell
Paul Matthews
Past Members
Cllr Gahan
Cllr Williams

17-May-19

Name


N/a
N/a
N/a


N/a
N/a

x


x


N/a





x
x




N/a





x
x

x






x
x
x
x


x

N/a
x

N/a
x

N/a
N/a

At each meeting, the Sub-Committee reviewed the performance of the Fund’s investment and
funding strategy and the performance contribution of each appointed investment manager. This
regular report also included:
• Outputs from the Fund’s most recent annual review meetings with investment managers
• A summary of Responsible Investment issues, equity voting activity and engagement
• An explanation of Mercer manager risk ratings and important notices regarding any changes
at investment managers

Page 135 of 330

In 2019-20, the Sub-Committee also received reports and advised on topical matters in relation to:
• Fund cash flow monitoring and forecasts
• Investment in new LGPS Central Climate Factor Fund
• Asset allocation moves to maintain alignment with the Fund’s Investment Strategy
• Advising on revised Investment Strategy Statement and Responsible Investment Policy prior
to approval by Pension Fund Committee
Pensions Consultative Forum
The Pensions Consultative Forum provides an opportunity to engage with participating employers
and met three times during the year.

20-Sep-19

24-Jan-20

Name
Peter Raynes (Chair)
Cheshire West and Chester Council
Cheshire Constabulary
Cheshire Fire and Rescue
Town & Parish Councils
Cheshire East Council
Halton Borough Council
Warrington Borough Council
Housing Trusts/Associations
Payroll providers
Universities/FE Colleges
Schools/Academies
Council owned companies
Other employers
Cheshire Association of Local Councils

10-Jun-19

The Chair of the Local Pension Board, Peter Raynes, also chairs the Forum. Attendance at the
Pensions Consultative Forum for 2019-20 is shown in the table below:









































In addition to regular updates on scheme developments and administrative performance, the Forum
has input into the design and development of changes to benefits administration processes and
information flows from employers. In 2019-20 a key areas of discussion was implementing the
Monthly Interfacing solution, which enables employers to submit membership and contribution data
online. Employers also contributed to the update of the Fund’s website, annual benefit statement
production and other topical issues during the year.
Local Pension Board
The Local Pension Board prepares an Annual Report of its activity each year and this is on page xx:
Scheme Advisory Board - Good Governance Review
The Scheme Advisory Board (SAB) commissioned Hymans Robertson to undertake a Good
Governance Review of the LGPS. Hymans Robertson presented their findings in July 2019 and
published their Phase 2 report in November 2019.
The Phase 2 report included seventeen recommendations, which are shown below:
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Theme
Statutory Guidance
Improved
accountability
Improve transparency
and auditability of
governance
Conflicts of Interest

Representation

Skills and training

Service delivery of
LGPS function

Independent review

Peer Review

Recommendation
1. MHCLG produce statutory guidance to establish new governance
requirements for funds to implement the recommendations
2. Single named officer responsible for the delivery of all LGPS
related activity. To be known as the “LGPS Senior Officer”
3. Requirement to publish an annual governance compliance
statement signed by the LGPS Senior officer and where different,
co-signed by the S151 officer
4. Requirement to publish conflict of interest policy evidencing how
conflicts, perceived and actual, are identified, monitored and
managed
5. Guidance should refer all involved in managing the LGPS, and in
particular those on decision making committees, to the guide on
statutory and fiduciary duty which will be produced by the SAB
6. Requirement to publish a policy on the representation of scheme
members and non-administering authority employers on
committees, explaining approach to representation and voting
rights for each party
7. Requirement for key individuals within the LGPS, including LGPS
officers and pension committee members to have the appropriate
level of knowledge and understanding to carry out their duties
8. Introduce a requirement for s151 officers to carry out LGPS
relevant training as part of their CPD requirements to ensure good
levels of knowledge and understanding
9. Requirement to publish a policy setting out the approach to the
delivery, assessment and recording of training plans to meet
governance requirements
10. CIPFA and other relevant bodies to produce appropriate guidance
and training modules for s151 officers and to consider including
LGPS training within their qualification syllabus
11. Administering Authorities must document and publish key roles
and responsibilities setting out how key decisions are reached
12. Requirement to publish an administration strategy
13. Each administering authority must report the fund’s performance
against an agreed set of indicators designed to measure standards
of service. (Indicators to be established by SAB)
14. Each administering authority to ensure their committee is
included in business planning process. Both the Committee and
LGPS Senior Officer must be satisfied with the resources and
budget allocated to deliver the LGPS service
15. Each administering authority must give proper consideration to
the use pay and recruitment policies relevant to the needs of their
pension function. Administering authorities should not simply
apply general staffing policies, such as recruitment freezes, to
their pension function
16. Each administering authority must undergo a biennial
Independent Governance Review and, if applicable, produce the
required improvement plan to address any issues identified.
17. LGA to consider establishing peer review processes for LGPS
Funds.
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The SAB’s review is ongoing and it is expected that consultation on amending regulation and
statutory guidance will take place in 2020.
Governance – review of effectiveness
In 2018/19, the Fund commissioned Barnett Waddingham to undertake an independent review of its
governance arrangements. The overall conclusion of the review was that the current governance
and decision-making arrangements, which remain in place, are ‘effective, and considered to be
among the most well informed’. A number of helpful of recommendations were made, but no
fundamental changes were proposed.
The recommendations from the Barnett Waddingham review will be implemented alongside the
outcomes from SAB Good Governance review described above.
An assessment of current practice against the seven principles set out in the CIPFA/SOLACE
‘Delivering Good Governance Framework 2016” is included in the Table xx on Page xx.
Committee and Board Training
In relation to training, the Council’s objectives are to ensure that:
•
•
•

Those 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 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 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.

To help meet these objectives the Council has published a Training Policy, which details the training
strategy for members of the Pension Fund Committee, the Local Pension Board, and Senior Officers
involved in the management of the Fund.
The Training Policy was reviewed during the year and adopted by the Pension Fund Committee and
the Local Pension Board.
The Council has adopted the CIPFA Knowledge and Skills Framework, and The Pensions Regulator's
Code of Practice as the basis for assessing training and development requirements and for on-going
delivery planning. Training plans are based on the following key elements:.
Individual Training
Needs

Training Plan
A training needs analysis, based
on the CIPFA Knowledge and
Skills Framework, will be
developed for each member
and officer. Training plans will
be developed based on the
priorities identified.

How delivered
The Pensions Regulator –
Trustee Toolkit (online learning)
External courses e.g. LGA
Fundamentals training (for new
members).
In-house training led by officers,
external advisors or third party
experts.

Corporate Training

Appropriate training will be

In-house training days provided
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provided at critical times to
support specific decisions that
the Committee need to make
(i.e. valuation training, specific
investment training)
Continued Awareness

Members and Officers will be
required to maintain a general
level of awareness of topical
issues facing the wider pensions
industry

by officers and/or external
providers
Training as part of meetings
External training events
Attendance at
seminars/conferences
Industry publications
Member Briefing packs.
National press releases
Attendance at conferences and
seminars

Newly appointed members of the Pension Fund Committee received induction training to provide a
clear understanding of the Fund’s governance, policy, and performance frameworks.
In 2019-20 the following training sessions were held for members of the Pension Fund Committee and
Local Pension Board:Date
19 July 2019

Topic
Responsible Investment

Delivered by
LGPS Central Ltd

Triennial Valuation
Hymans Robertson

8 November
2019

28 February
2020

Good Governance Review

Hymans Robertson

Committee / Board Joint
Training Plan

Barnett
Waddingham

Investment Strategy Review

Mercer
Hymans Robertson

Investing in Infrastructure

Mercer
LGPS Central Ltd

2019 Triennial Valuation –
Final phase

Officers

Attendees
Cllr Hogg (Chair)
Cllr Williams
Cllr Gould
Cllr Corcoran
Cllr Findlow
Cllr Stott
Cllr Bulman
Cllr Wharton
Neil Harvey
Cllr Hogg (Chair)
Cllr Gould
Cllr Corcoran
Cllr Findlow
Cllr Stott
Cllr Bulman
Cllr Wharton
Peter Raynes
Cllr Hogg (Chair)
Cllr Gould
Cllr Lewis
Cllr Tonge
Cllr Corcoran
Cllr Findlow
Cllr Stott
Cllr Bulman
Cllr Wharton
Cllr Mitchell
Paul Matthews
Peter Raynes
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Date

Topic

Delivered by

Attendees
Geoff Wright

The Council’s Chief Operating Officer (and S151 officer) is responsible for ensuring that the policy in
respect of training and education is implemented. In this capacity, he has issued the following
statement of assurance:Statement of the Chief Operating Officer
I can confirm, as the officer responsible for ensuring the administering authority’s training policies and
strategies are implemented, that the officers and members charged with the financial management
and decision-making of the pension scheme collectively possessed the requisite knowledge and skills
necessary to discharge those duties and make the decisions required during the reporting period.
Mark Wynn
Chief Operating Officer
S151 Officer
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Cheshire Pension Fund
Local Pension Board
Annual Report 2019/20
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INTRODUCTION
Welcome to the fifth annual report for the Local Pension Board (the Board) for the
year ending 31 March 2020.
The Board assists Cheshire West and Chester Council, as Administering Authority,
with the efficient governance and administration of the Cheshire Pension Fund, the
name of the local government pension scheme in Cheshire.
In accordance with the Board’s terms of reference, an annual report is required to
provide an overview of the nature and effect of the Board for consideration by the
Administering Authority.
Board members received regulator updates on actions taken to improve the quality
of data and on the transformation project, known as Project Chrysalis, which is
designed to make the best use of technology and other resources in order to deliver
the best service to customers and employers.
Building upon the meetings held with other Funds within LGPS Central (the
partnership with seven other local government pension funds) the Board had regular
meetings to share ideas and best practice.
As part of these meetings the Scheme Advisory Board provided training for Board
members in June 2019. This training covered a variety of topics including the
national LGPS governance structure, the role of Board members and the Pensions
Regulator’s Code of Practice. Attendees found that it useful in keeping them up to
date with important topics and strengthening networking links between Funds and
the SAB itself. These joint training events will be repeated each year.
Performance on compliance with LGPS regulations and the Pensions Regulator’s
Code of Practice Number 14 has been regularly monitored and it is pleasing to note
that there has been good compliance throughout the year.
The Board met five times in the year and Board members attended joint training
sessions with the Pension Fund Committee to maintain and develop knowledge and
understanding.
During the year, one employer representative’s terms of office came to an end. The
Board sought expressions of interest and Adrienne Laing was reappointed for a
further three year term commencing 1 April 2020.
The Board places great importance on being open and transparent. A wealth of
information relating to the Board, including minutes of meetings, can be found on the
Pension Fund website using the link below. There is also a facility for members to
contact the Board for any questions/issues relating to the Board’s role :
https://www.cheshirepensionfund.org/members/resources/forms/contact-thepension-board/
A summary of the work undertaken by the Board, along with information about the
work plan for the year ahead can be found below.
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Peter Raynes
Local Pension Board Chair
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1.

Board Membership

1.1 The Board consists of five members, two member representatives and two
employer representatives and an Independent Chair. All members are unpaid
volunteers.
1.2 Terms of office are staggered to ensure business continuity.
1.3 Further information, including biographies of each member is available on the
website.
Role

Employer
representative
Employer
representative
Member
representative
Member
representative
Chair

Name

Organisation

Date
Appointed

Adrienne
Laing*
Cllr Robert
Bisset
Geoff
Wright
Neil
Harvey**
Peter
Raynes

The Challenge
Academy Trust
Cheshire West and
Chester Council
UNISON

1/4/20

Term
End
Date
31/3/23

27/6/18

26/6/21

27/6/18

26/6/21

GMB

27/6/18

26/6/20

Independent (nonvoting)

27/6/18

26/6/21

*Reappointed following requests for Expressions of Interest
**The Fund will invite expressions of interest for this role in April 2020.
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2.

Review of 2019/20

2.1 Below is a summary of key areas of activity for the Board during the year and
an outline of the plans for the year ahead.
Joint Chairs Meetings
2.2 As in previous years, the Chairs of the Board and the Pension Fund Committee
(the Committee) continue to meet on a quarterly basis to discuss common
issues. These meetings provide the Chairs with a regular opportunity to
discuss important topics and to ensure that their work compliments each other,
and avoids duplication of effort.
Changes to Council Policies
2.3 Following the completion of the 2019 triennial valuation the Fund issued two
consultations to amend the Funding Strategy Statement and the Investment
Strategy Statement, which also included the Responsible Investment Policy.
2.4 The changes to the policies, along with consultation responses, were reviewed
jointly by the Committee and Board at joint training sessions and subcommittee meetings.
2.5 This allowed Board members to not only scrutinize the changes to the policies
and the consultation responses, but also to observe the process that the
Committee undertook to approve changes to the policies.
Pensions Consultative Forum
2.6 The Pensions Consultative Forum (PCF) is made up of representatives from
the main employers and employer groups within the Fund. It works with the
Fund to ensure an efficient service is delivered for all stakeholders, with
particular emphasis on administration and communication.
2.7 The Board Chair, Peter Raynes is Chair of the PCF providing an important link
between the Board and the Forum.
2.8 The Forum is key to assisting the Fund in developing new ways of working
which will improve efficiency for both the Fund and Employers.
Knowledge and Skills
2.9 The Board and Committee attend joint training sessions on a variety of topics
throughout the year to maintain their knowledge and skills.
2.10 Following the local council elections in May 2019, there were a number of new
Committee members. The Fund facilitated induction training delivered by
Barnett Waddingham and Fund Officers. As well as inducting new Committee
members this provided refresher training for existing Board and Committee
members.
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2.11 During the year, Board members updated their CIPFA Knowledge and Skills
self-assessment questionnaires. The questionnaire highlighted the areas
where Board members felt that they required further training. A similar annual
review is followed for Committee members.
2.12 Barnett Waddingham provided an independent review of the results which
contributed to a revised Training Policy. The Committee endorsed the new
training policy at its meeting on 13 March 2020 and the policy will be effective
from 1 April 2020.
Governance Review
2.13 Last year the Pension Fund commissioned the services of Barnett
Waddingham to conduct a review of the governance arrangements within the
Fund, including the role of the Board. The review found that the governance
arrangements worked well and there were no material issues to be addressed.
The review did, however, make some minor recommendations in relation to the
Board, including updating the Terms of Reference to reflect some changes
working practices (e.g. the number of Board meetings held each year).
2.14 Board members considered the points raised but agreed to await the outcomes
from the Scheme Advisory Board’s Good Governance Review, expected in the
summer of 2020, so that any changes needed flowing from the SAB’s
recommendations could be incorporated.
LGPS Central Board Chairs / Scheme Advisory Board Engagement
2.15 The Board Chair has continued to meet twice yearly with the chairs from the
Boards of the LGPS Funds within the LGPS Central pool (these are Derbyshire,
Leicestershire, Nottinghamshire, Shropshire, Staffordshire, West Midlands and
Worcestershire LGPS funds). These meetings allow the Boards to discuss
important topics and to share ideas.
2.16 The introduction of this group has been welcomed by and has directly led to
increased interaction with the Scheme Advisory Board. A SAB representative
(Bob Holloway) attends these joint meetings. SAB are encouraging this same
level of engagement across other pools going forward.
2.17 In addition to attending the joint meetings, SAB delivered a training session to
all Board members within the LGPS Central pool in June 2019. The training
covered an overview of the national governance structure for the LGPS, the
role of Board members and a review of TPRs Code of Practice 14. There were
also a number of breakout sessions throughout the day where Board members
were able to discuss specific issues in groups allowing them to share ideas and
best practice. The training was well received and it was agreed that similar
events would be held each year thereafter.
Risk Register
2.18 In 2018, the Scheme Advisory Board had issued surveys to all Funds to assess
how Boards were being run. Cheshire’s response highlighted that the Board
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was compliant in all areas with the exception that it did not have a risk register
specifically for the Board.
2.19 During 2019/20 the Board developed a dedicated risk register which identified
six risks along with the mitigating actions taken which allow those risks to be
managed effectively. The risk register is regularly reviewed by the Board to
ensure all risks are considered and have the necessary mitigations in place.
2.20 The register also identifies additional mitigating actions which could be taken in
future to further mitigate the risks. The Board will seek to implement these
where possible.
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Local Government Association – Fundamentals Training
2.21 The Board has been recognised as a best practice exemplar in the LGPS.
2.22 As a result officers presented as part of the national Local Government
Association Fundamentals training programme 2019, explaining how the Board
operates and the value that the Board has provided to help improve Fund
efficiency and effectiveness.
2.23 Officers presented at three events in Leeds, Cardiff and London and received
positive feedback from the attendees.
The Pensions Regulator – Code of Practice
2.24 The Board undertook a thorough review of the Fund’s compliance with the
Pensions Regulators (TPR) Code of Practice 14. All mandatory requirements
were met in full and identified areas where further improvements could be
made to meet best practice in all areas.
2.25 The Board received regular updates throughout the year on progress in
meeting full compliance with all areas of the code.
2.26 TPR are combining their 15 codes of practice into one code and this new
Combined Code is expected to be issued during 2020. Ongoing compliance will
be tested against the new code with results presented to the Board along with
an action plan to address any areas where further work is required.
Data Quality
2.27 The Fund has undertaken considerable work during the past year to improve
the quality of data held. This is a significant and resource intensive activity and
the data quality work in 2019/20 has centred around three work streams:
a) Annual data scores reported to the Pensions Regulator each autumn.
b) Monthly Interfacing – the project to move from annual to monthly
employer submissions of membership and contributions information. This
involves a specific data cleanse for each employer and creation of unique
identifier numbers so individual contracts of employment can be identified.
c) Resolving historic data queries - including liaison with employers to
retrieve missing data.
2.28 The Board received regular detailed updates on progress for all three areas.
2.29 The Board was pleased to note that 85% of active members received their
Annual Benefit Statements by the 31 August deadline in 2019, compared to
77% in 2018. This demonstrates that the Fund’s data quality is improving.

Page 148 of 330

Guaranteed Minimum Pension (GMP) Project
2.30 With the introduction of the single tier state pension in 2016 the LGPS was no
longer contracted out of the state second pension. This meant that HMRC
would no longer track contracted out rights and so all Funds in the LGPS were
required to complete and exercise to compare GMP values held by Funds to
those held by HMRC and resolve any discrepancies.
2.31 The Fund, therefore, conducted a project to firstly reconcile the GMP values for
126,000 records and then rectify c12,000 records where a discrepancy had
been identified and was above the £2 tolerance recommended by HMRC.
2.32 An important part of the rectification process was to agree a policy for under
and overpayments. The Fund followed guidance issued by HM Treasury and
developed a policy for under/over payments as set out in the table below:
Rectification
Type
Underpayment

Overpayment

Approach
The Fund will rectify all instances of underpaid pensions identified as
part of the GMP reconciliation exercise. The underpayment shall be
backdated to the date that the GMP payment commenced
The Fund will not seek to recover any overpayments which were made
to the member in the past and the future pension will be amended to
the correct figure as soon as possible.

2.33 The Board kept track of the Funds progress in completing the GMP project
throughout the year and also considered the proposed approach to under and
over payments.
2.34 The Board approved the approach to under and over payments and
recommended that it be adopted by the Pension Fund Committee, who duly
adopted the policy at their meeting in September 2019.
Breaches Policy/Log
2.35 The Board has a critical role in monitoring breaches and reviews the log for any
new breaches on a monthly basis. The Board reviews any new breaches to
monitor local actions to redress the breach and to determine if the breach
meets the requirement for reporting to TPR.
2.36 In addition to reviewing the breaches log on a monthly basis the Board
undertakes a quarterly review to identify any trends which require further
investigation.
2.37 The Breaches policy and Breaches Log are available on the Fund’s website.

Member Engagement
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2.38 The Board has a dedicated facility on the Fund’s website to allow members to
contact the Board with any questions.
2.39 The Board received five questions from one pensioner member during the year
and provided a response to each. The subjects covered included
•
•
•

3.

the Fund’s investments and responsible investing,
information available on the Fund’s website and
the possibility of holding a members’ AGM.

Board Attendance at Meetings 2019-20

3.1 The terms of reference for the Board state that there should a minimum of two
meetings per year, however, the Board has chosen to meet a minimum of four
times per year. There were 5 meetings held during 2019/20.
3.2 The table below summarises the meetings which have taken place including
attendance by members of the Board. (A tick denotes the Board member was
present)
Members
Peter Raynes
Cllr Robert Bisset
Adrienne Laing
Geoff Wright
Neil Harvey

7 May
2019





4 Jun
2019



16 Jul
2019







29 Oct
2019


4 Feb
2020










%
100
60
60
80
80

3.3 The meeting on the 4 June was dedicated to the review of the Fund’s draft
Statement of Accounts and Annual Report for 2018/19 so that the Board could
ensure these had been produced in accordance with statutory requirements
and best practice. This is an important part of the Fund’s governance process
for the production of the Statement of Accounts and Annual Report.
3.4 The Board’s review provided assurance to the Committee that they could
recommend the draft accounts to be presented to the Council’s Audit and
Governance Committee.
Skills and Development Activities
3.5 The Board and Committee have attended several joint training sessions during
the year which, as well as developing Board members knowledge, have helped
the Board to gain assurance that the Committee decision making processes are
robust and properly informed, and are in accordance with regulations and best
practice.
3.6 A summary of the training provided for the Board, including attendance, during
2019/20 is shown below.
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Date

Topic

Delivered by

19 July
2019

Presentation of the
Audited Annual Reports
and Statement of
Accounts and the Audit
Findings Report
Responsible Investing

Officers / Grant
Thornton

Valuation Training

LGPS Central
Ltd
Hymans
Robertson
Hymans
Robertson
Barnett
Waddingham
Mercer
Hymans
Robertson

8
November
2019

Good Governance
Project Update
Committee/Board Joint
Training Policy
Investment Strategy
Review

28
February
2019

Investing in Infrastructure
LGPS Central Ltd
Infrastructure Sub Fund

Mercer
LGPS Central
Ltd

2019 Triennial Valuation
and Funding Strategy
Statement
Training Policy and Plan

Officers
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Officers

Board
Attendees
Neil Harvey

Peter Raynes

Peter Raynes
Geoff Wright

External training events
3.7 Board members attended a number of external conferences and seminars in
order to maintain knowledge and also to keep up to date with current issues
facing the LGPS. These were
Event Date
26 June 2019
27 June 2019
12 July 2019
9 July 2019
8 October 2019
8 October 2019
26 November 2019
20 February 2020

Organised by
CIPFA/
Barnett Waddingham
LGPS Central Pool
Barnett Waddingham/
Cheshire Pension Fund
LGPS Central Ltd
CIPFA/
Barnet Waddingham
LGPS Central Pool
LGPS Central Ltd
CIPFA/
Barnet Waddingham

Topic
LPB Annual
Seminar
Scheme Advisory
Board Training
Induction/Refresher
Training
Responsible
Investing Event –
LPB Autumn
Seminar
LPB Chairs
Meetings
Infrastructure Event
LPB Spring Seminar

Budget
3.8 The Board agreed a notional budget of £10,000 for 2019/20 to assist with its
operation. This included costs for training, external advice, expenses and travel
costs.
3.9 The Board incurred costs of £1,500 with £640 spent on training and £860 on
travel and subsistence costs. Budgeted provisions for external advice were not
required in 2019/20
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4.

2020/21 Work Plan

4.1 The Board will review the final recommendations from the Scheme Advisory
Board’s Good Governance review, in particular any actions that the Fund will
need to take as a result and ensure they are implemented as soon as possible.
This will include the introduction of a Fund specific cyber security policy.
4.2 The Board will monitor progress in delivering the Fund’s transformation project,
Project Chrysalis, and the ongoing work to improve data quality, including the
impact of the introduction of Monthly Interfacing.
4.3 The Board will keep a close eye on any changing guidance from TPR and SAB
and ensure the Fund implements any recommendations as prescribed.
4.4 The Board will continue with its compliance role in ensuring Fund policies and
publications are produced and updated in line with statutory requirements and
best practice guidance.
4.5 The Board will undertake the annual review of its own policies, such as the
Terms of Reference and Code of Conduct Policy, to ensure that they remain fit
for purpose.
4.6 The Board’s activity will allow the Pension Fund Committee to concentrate on
making decisions safe in the knowledge that the fund is compliant with statutory
and best practice and that any areas for development will be highlighted to
them by the Board.
4.7 Board members will attend external conferences and seminars in order to
maintain knowledge and also to keep up to date with current issues facing the
LGPS.

5.

Further information

5.1 If you would like to further information regarding the Cheshire Pension Fund
Local Pension Board or have any questions please visit our website:
https://www.cheshirepensionfund.org/members/about-us/how-we-manage-thefund/governance-structure/
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1.

Introduction

1.1

Cheshire West and Chester Council is the Administering Authority for the Cheshire Pension Fund. Local
Government Pension Scheme (LGPS) regulations require that Administering Authorities publish a
Governance Policy Statement.

1.2

Cheshire West and Chester Council have prepared this statement in consultation with appropriate
interested persons.

2.

Purpose of Governance Policy Statement

2.1

The LGPS regulations on governance policy statements require an Administering Authority, after
consultation with such persons as they consider appropriate, to prepare, maintain, publish and keep
under review a written statement setting out:
• whether it delegates its functions, or part of its functions under these Regulations to a
committee, a sub-committee or an officer of the authority;
• If it does delegate,
o the terms, structure and operational procedures of the delegation,
o the frequency of any committee or sub-committee meetings
o whether such a committee or sub-committee includes representatives of Scheme
employers or members, and if so, whether those representatives have voting rights;
• the extent to which a delegation, or the absence of a delegation, complies with guidance given
by the Secretary of State and, to the extent that it does not so comply, the reasons for not
complying; and
• details of the terms, structure and operational procedures relating to the Local Pension Board

3.

Governance of the Cheshire Pension Fund

3.1

Overall responsibility for managing the Fund lies with the full Council of Cheshire West and Chester
Council (the Council). The Council has delegated management and administration of the Fund to the
Chief Operating Officer, who is also the section 151 Officer.

3.2

The Council reviews the discharge of its responsibilities through the Council’s Audit and Governance
Committee.
Pension Fund Committee

3.3

The Chief Operating Officer is advised by the Pension Fund Committee and by the Council’s Head of
Governance, the Fund Actuary and the Strategic Investment Advisor.

3.4

The Pension Fund Committee is made of elected Councillors from the four local councils within the
Cheshire Pension Fund (Cheshire West and Chester, Cheshire East, Halton, and Warrington) and a
scheme member representative nominated by the trades unions.

3.5

The Pension Fund Committee has established an Investment Sub-Committee to provide greater focus
and oversight on the delivery of the strategic investment outcomes set out in the Investment Strategy
Statement. The Investment Sub-Committee is not decision making but may make recommendations to
the Pension Fund Committee.

2
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3.6

The Pension Fund Committee may also receive recommendations from the Pensions Consultative
Forum to enable it to advise on effective discharge of Administering Authority responsibilities.
Local Pension Board

3.7

The Local Pension Board assists the Council to deliver efficient governance and administration of its
Pension Fund responsibilities through the Pension Fund Committee.

3.8

The Board is made up of an independent, non-voting, chair plus two employer and two scheme
member representatives.
Investment Pooling

3.9

With effect from 1 April 2018, all LGPS administering authorities were required to enter into pooled
arrangements for the management of their investment assets.

3.10 The Council has entered into a joint agreement with Administering Authorities of the Derbyshire,
Leicestershire, Nottinghamshire, Shropshire, Staffordshire, Worcestershire, and West Midlands
Pension Funds (the partner funds) to establish the LGPS Central pool.
3.11 The objectives of the pool are to:•
•
•
•
•
•
•
•

Meet the investment objectives of the Participating Funds
Establish a collaborative platform through which administering authorities of the Participating
Funds can aggregate their pension assets with a view to providing scale economies and improved
investment efficiency
Develop internal investment management capabilities for the collective benefit of the Participating
Funds, in order to provide wider investment choice and market competition
Create capacity to invest in asset classes which individual Funds may find difficult to access
Stimulate innovation, and provide an opportunity for Funds to engage with the investment
industry in finding new and creative approaches to the funding challenges faced by the LGPS (and
the wider pensions sector)
Act as a responsible, long term investor, using its influence as a shareholder to promote the
highest standards of corporate stewardship
Create a regional centre of excellence for investment management, able (in the long term) to offer
services to other pension funds, charities and endowments
Following transitioning arrangements, to invest each Shareholder’s pension assets either through
the ACS operated by LGPS Central, as the primary and exclusive collective investment vehicle for
all eligible pension assets, or by appointing LGPS Central to manage any non-eligible pension assets
outside of such ACS.

3.12 The partner funds have established a wholly owned, arms-length investment management company
(LGPS Central Ltd) to manage pooled assets through a range of collective investment funds.
3.13 LGPS Central Ltd is regulated by the Financial Conduct Authority (FCA) and is a controlled entity within
the meaning of the Public Contract Regulations 2015. LGPS Central Ltd is responsible for in-house
investment management; the appointment, monitoring, and dismissal of third party fund managers,
custody, and safekeeping of assets and the discharge of voting rights on behalf of the partner funds.
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3.14 A Joint Committee has been appointed to oversee the performance of the pool. It also makes
recommendations to the partner Funds with regard to the development of common investment
policies and approaches, consistent with the objectives set out above. The Chair of the Cheshire
Pension Fund Committee acts as the Council’s representative on the Joint Committee, which meets
twice yearly.
3.15 As equal shareholders in LGPS Central Ltd, the partner funds exercise ownership rights over the
company, holding twice-yearly Shareholder Forum meetings to review company performance, and to
decide reserved matters in accordance with the Companies Act, and the LGPS Central Ltd Shareholder
Agreement.
3.16 The Council’s Cabinet Member for Finance & Legal acts as the Council’s representative on the
Shareholder Forum, to avoid any potential conflict between the Council’s investment and ownership
interests.
3.17 A joint officer group – the Practitioners Advisory Forum, which includes the s151 officers and senior
pensions and investment officers from each of the partner funds, supports the Joint Committee and
Shareholder Forum.
3.18 The Terms of Reference for the LGPS Central Joint Committee, Shareholder Forum, and Practitioner
Advisory Group are in Appendix 2.
3.19 Individual partner funds retain responsibility for determining investment strategy and overall asset
allocation, and for benefits administration, scheme member communication, and local accountability.
3.20 The transition of Cheshire Pension Fund assets will take place on a phased basis, expected to be over a
period of 3-5 years. In the interim, the Pension Fund Committee will continue to discharge their
historical responsibilities in respect of non-transitioned legacy assets (see Appendix 1).
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4.

Governance Compliance Statement

4.1

LGPS Regulations require pension funds to issue a statement confirming the extent to which their
governance arrangements comply with guidance issued by the Secretary of State. The statement
below confirms the mechanisms in place in relation to the Cheshire Pension Fund to satisfy each
requirement.
Principle
DELEGATION
The Management of the
administration of benefits
and strategic
management of the Fund
assets clearly rests with
the main committee
established by the
appointing Council.

Compliance Evidence of Compliance

Partial

The Council has delegated responsibility for the
Cheshire Pension Fund to the Chief Operating
Officer who is also Section 151 Officer.
The Chief Operating Officer is advised by the
Pension Fund Committee which in turn has
established an Investment Sub-Committee
These arrangements reflect the position following
several local government reorganisations in
Cheshire and ensure that Administering Authority
and Non- Administering Authority
representatives have equal status (and voting
rights) on the main committee.

Where a secondary
Committee or Board has
been established, the
structure ensures
effective communication
across both levels.
REPRESENTATION
All key stakeholders are
afforded the opportunity
to be represented within
the governance structure.
These include:
• Scheme employers
(including non-local
government
employers e.g.
admitted bodies)
• Scheme members
(including deferred
and pensioner
scheme members)
• Independent
professional

Compliant

Partial

Independent review has assessed these local
arrangements as sound and effective.
An Investment Sub-Committee, reporting to the
Pension Fund Committee has been established to
provide greater focus and oversight on delivery of
the investment outcomes set out in the
Investment Strategy Statement.

All participating employers and scheme members
are represented on either one or more of the
Pension Fund Committee, the Local Pension Board,
or Pensions Consultative Forum as summarised
below.
• Local Councils are represented on the Pension
Fund Committee and Pensions Consultative
Forum.
• Non-local government employers are
represented on the Pensions Consultative
Forum.
• Nominated Trade Union representatives
represent scheme members on the Pension
Fund Committee, Local Pension Board, and
Pension Consultative Forum.
• There is no formal representation for
5
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Principle

•

Compliance Evidence of Compliance

observers, and
Expert advisors (on
an ad hoc basis)

•

VOTING
The policy on voting
Compliant
rights is clear and
transparent.
TRAINING / FACILITY TIME / EXPENSES
In relation to the way in
Compliant
which statutory and
related decisions are
taken by the
administering authority
there is a clear policy on
training, facility time, and
re-imbursement of
expenses in respect of
members involved in the
decision making process.
Where such a policy
Compliant
exists, it applies equally to
all members of the main
and sub committees and
Board.
MEETINGS (Frequency / Quorum)
Meetings are held
Compliant
regularly

independent professional observers, but
current governance arrangements have been
independently assessed as effective.
Expert actuarial and investment advisors
regularly attend meetings of the Pension Fund
Committee and Investment Sub-Committee.
Other advisors attend on specific issues as and
when required.

Voting rights are clearly set out in the terms of
reference for each of the governance bodies.

There is a clear published policy on training, facility
time and reimbursement of expenses in respect of
those involved in the decision making process.

The policy applies equally to all members of
Pension Fund Committee, Investment SubCommittee and Local Pensions Board

The Pension Fund Committee meets quarterly
with additional meetings when required.
Investment Sub-Committee meetings are
quarterly and are synchronised with the Pension
Fund Committee.
The Consultative Forum will also meet up to a
maximum of four times per year.
The Local Pension Board meets four times per
year. Minutes are reviewed by the Pension Fund
Committee and vice versa.

ACCESS
Subject to any rules in the
council’s constitution, all
members of main and
secondary committees,

Compliant

All members of Pension Fund Committee and
Investment Sub-Committee have equal access to
meeting papers, documents, and advice.
6
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Principle
Boards, or forums have
equal access to
committee papers,
documents, and advice
that is considered at
meetings of the main
committee.
SCOPE
Administering Authorities
have taken steps to bring
wider scheme issues
within the scope of their
governance
arrangements.
PUBLICITY
The Administering
Authority has published
details of their
governance arrangements
in such a way, that those
stakeholders with an
interest in the way the
scheme is governed can
express an interest to be
part of those
arrangements.
4.2

Compliance Evidence of Compliance
Pension Fund Committee papers and minutes are
published on the Fund’s website.
Local Pension Board papers and minutes are
equally available to all Board members

Compliant

The Council has included benefits administration,
investments, and wider governance issues under
the remit of the Pension Fund Committee. All
aspects of fund management and performance are
reported to pension Fund Committee

Compliant

The Council publishes its policy and other
documents of interest, including the Annual Report
on the Fund’s website.
Information on consultations about changes to
policy or strategy are advertised via the website

The Terms of Reference for the Pension Fund Committee, Investment Sub-Committee, Local Pension
Board, and Pension Consultative Forum referenced in this compliance statement are in Appendix 1,
along with details of membership and voting rights.
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5.

Contacts and Further Information
Pension Fund Website
Contains information about the Fund and includes all published documents and contact forms
www.cheshirepensionfund.org
You can also e-mail us at pensions@cheshirewestandchester.gov.uk
Alternatively, write to us at:
Cheshire Pension Fund,
Cheshire West and Chester Council,
4 Civic Way,
Ellesmere Port,
CH65 OBE

Pensions Management team contact details
Head of Pension Fund
Maggie Sheppard
maggie.sheppard@cheshirewestandchester.gov.uk
Stakeholder Relations Manager
Nick Jones
nick.jones@cheshirewestandchester.gov.uk
Finance and Investments Manager
Steve Wilcock
steven.wilcock@cheshirewestandchester.gov.uk
Operations Manager
Heidi Catherall
heidi.catherall@cheshirewestandchester.gov.uk
Cheshire West and Chester Council Website
Contains information about the Council’s constitution, scheme of delegation, committee terms of
reference and agenda papers and minutes, including those of the Audit & Governance Committee
www.chesterwestandchester.gov.uk
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