Pension Fund Committee
04 December 2020
Item 3a
EMPLOYER CHANGES
1.

This report updates the Committee on employers that have joined or exited the Fund
during the period 1 September 2020 to 30 November 2020 (inclusive).

Recommendation:
2.

The Committee is asked to note and comment on the update on employers that have
entered or exited the Cheshire Pension Fund in the reporting period.

Background
3.

The Committee will be aware, from previous updates discussing the changes to the
membership profile of the Fund and the wider public sector (for example a significant
increase in the number of outsourcings and the conversion of maintained schools to
Academy status); that the number of new bodies admitted to the Fund has increased
markedly over the last couple of years.

4.

Likewise, the Committee will be aware that the impact of the different characteristics
of newly admitted bodies to the Fund’s risk profile was identified as a key driver in
developing the employer monitoring work stream.

5.

Changes in the characteristics of new admitted bodies and differences in key risk
metrics such as covenant, cash flows, maturity of membership profile, lifespan in the
LGPS etc. have been identified as a key strategic risk to the Fund and its investment
and contribution strategies.

6.

In recognising the increased volume and potential impact of these drivers, it was
resolved that a report on new admitted bodies and employers who have joined or
exited the Fund be a standing item on the Committee’s agenda.

Summary of Changes
7.

Appendix A and B to this Report provides the following details for employers who
either joined or left the Cheshire Pension Fund during the period 1 August 2020 to 30
November 2020 (inclusive):
•
•
•
•
•
•
•
•
•
•

The nature of the organisations access to the LGPS e.g. as an Academy,
Community Admitted Body or Transferor Admitted Body
A brief summary of the services provided by the new body (joiners only)
The ceding authority or employer (both joiners and leavers)
Date joined/left the scheme
The number of members who have transferred to the new body (joiners only)
The value of the pension indemnification bond (joiners only)
Contract length (joiners only)
Open or closed to new members (joiners only)
Exit credit due (leavers only)
Payment due (leavers only)
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•

Reason for leaving (leavers only)

8.

Should the Committee consider that they need more or less information than this
standing item provides, officers will revise the report accordingly.

9.

The main issues and themes of the changes experienced are summarised below:
•
•
•
•
•

In total 36 members were transferred to new employers over the period 1st
August 2020 to 30 November 2020.
27 members transferred to 2 new Academies who remain open to new LGPS
membership
1 employee became a member of a Parish Council.
8 members transferred to 2 new Admission Bodies
2 employers left the scheme, both as a result of an end their respective
contracts
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Employers joining the Cheshire Pension Fund: 01/09/2020 – 30/11/2020
New Admitted Body

Date of
Entry

Type of
Body

Brereton Parish Council

01/04/2018

Designating
Body

Midshire Catering –
Hartford High School

01/08/2019

Westminster Drug
Project

Alsager Highfields
Community Primary
School
Axis Academy

Letting / Ceding
Employer/
Guarantor

Service

N/A

Town/Parish
Council

Admission
Body

Cheshire West
and Chester

01/04/2020

Admission
Body

Cheshire West
and Chester

Catering
Services for
Hartford High
School
Substance
misuse Services

01/09/2020

Academy

Cheshire East

01/09/2020

Academy

N/A.

TOTAL

Conversion of
LEA School to
an Academy
Free school

Bond
Details

N/A

Contract
Length

N/A

£18,000 4 years
with option
to extend
2 years
N/A
5 years
with option
to extend
2 years
N/A
N/A

N/A

Members
at point
of entry

Open /
Closed

1

Closed

6

Closed

2

Closed

21

Open

6

Open

36
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Employers exiting the Cheshire Pension Fund: 01/09/2020 – 30/11/2020
Employer

Type of
Employer

Date of
Cessation

Exit Credit Cessation
Due?
payment
Due?

Service

Reason

Letting / Ceding
Employer /
Guarantor

Caterlink – Witton Admitted
Body

28/07/2020

tbc

tbc

Catering
Services

End of
contract

Cheshire West and
Chester

A M Services

31/08/2020

tbc

tbc

Cleaning
Services

End of
Contract

Brine Leas School

Admitted
Body
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COMPLIANCE UPDATE
Introduction
1.

This report provides the Committee with a summary of the Breaches Log for 1 April
2020 to 30 September 2020.

2.

The report also provides details of a breach which has been reported to the Pensions
Regulator regarding the delivery of Annual Benefit Statements.

Recommendation
3.

Committee are requested to note and comment on the summary of the Breaches Log
for 1 April 2020 to 30 September 2020 and the red breach reported to the Pensions
Regulator.

Breaches Log
4.

In accordance with the Breaches Policy, both the Committee and the Local Pension
Board review the Breaches Log on a quarterly basis, in order to identify any trends that
may require further action.

5.

A summary of the breaches included on the log between 1 April 2020 and 30
September 2020 are listed below in Table 1 and are categorised by red, amber and
green. For comparison purposes the total numbers of breaches for the prior year have
also been included.

6.

Red breaches are those which require reporting to the Pensions Regulator (TPR).
Amber breaches are where the Fund has highlighted an issue with the employer which
requires further monitoring but are not material enough to require reporting to the
Pensions Regulator. Green breaches are those where following investigation, no
further action is deemed necessary.
Table 1: Summary of the Breaches Log
Total
2019/20
Contributions
ABS
Disclosure
Administration
Total

7.

71
1
1
26
99

Total
2020/21
22
1
0
37
60

Status
2020/21
Red
0
1
0
0
1

Amber
0
0
0
0
0

Green
22
0
0
37
59

There has been one red, no amber and 59 green breaches in the period. Below is a
summary of the breaches.
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Contribution Breaches
8.

During the period there were twenty-two Green breaches. The majority of these relate
to employers who have small numbers of staff and so are easily affected by
unexpected staff absences or have been impacted by Covid-19. These breaches have
been quickly rectified by the employer.

Administration Breaches
9.

The Fund has identified thirty-seven breaches relating to administration casework
during the period.

10. As staff work through the casework backlog, many older cases are now being
processed. This has resulted in an increase in administration breaches as members
weren’t notified of their pension options within the specified time periods.
11. Processes have been amended to ensure we do not breach disclosure regulations for
current cases, however, as the cases which are now being processed pre-date these
changes, they will flag up as a breach.
Annual Benefit Statement Breach
12. LGPS Regulations require that all active and deferred members receive an Annual
Benefit Statement (ABS) by 31 August each year. In addition, TPR sets a requirement
that pension funds must self-report if they don’t provide ABS to 100% of eligible
members by this deadline.
13. The Fund has reported to TPR a breach relating to the 2020 ABS. Due to a
combination of missing data issues, plus a high number of lost contact addresses,
particularly of deferred members, the Fund was not able to send 100% of ABS on time.
14. Following the Fund’s usual process, the ABS breach report was approved by the Local
Pension Board and the Director of Governance before being issued to the Regulator.
The Fund has not received any response from TPR yet but continues with its
rectification plan to resolve the issue and will provide an update to TPR in due course.
Active Members
15. The table below summarises the number of active members (those making
contributions) eligible to receive an ABS and those that received an ABS on time.
Table 2: Summary of Delivery of Active Members ABS
Active Members Eligible to receive an ABS
Members who received an ABS on time
Members who did not receive an ABS on time

2020
%
31,420 100
28,398 90
3,022 10

2019
%
32,677 100
27,633 85
5,044 15

16. Members will recall that the Fund set a business plan target of despatching 90% of
active ABS by the deadline of 31 August. This has been achieved through a

Page 26 of 112

Pension Fund Committee
04 December 2020
Item 3b
combination of extensive data cleansing work, supported by the introduction of Monthly
Interfacing (MI) where ‘per member’ information is received from employers monthly
instead of annually. This allows data issues and queries to be identified and resolved
in a timelier manner.
17. The table shows some 10% of active members did not receive their ABS by the
deadline compared to 15% in 2019. The reasons why these members have not
received their ABS include:
a) The data provided from employers is inconsistent or contains errors.
b) Missing data that we will need to work with employers to obtain.
18. The Fund identified 3,241 members for whom contributions had ceased but no leaving
notification had been provided. These members were not active at year end and hence
not eligible to receive an ABS. A letter has been sent to the members explaining we
are liaising with employers to obtain required leaving details.
19. Active members who did not receive an ABS, but we believe should have, received a
letter explaining the position and informing them that the Fund is working to resolve
any outstanding queries so that they can receive an ABS by November 2020.
20. The Fund has been liaising with employers about the position and that they treat any
requests for information linked to the provision of ABS as urgent. Data cleansing work
on the 3,022 cases where members did not receive an ABS has continued, and the
position stands as follows:
•
•

ABS have now been sent to 668 members, with an additional 489 to be issued as
soon as possible.
969 members had ceased making contributions, but no leaving information had
been received, or were duplicate records
The Fund is working with employers on remaining queries with a view to resolving
data issues and providing an ABS to those members eligible to receive one.

•

Deferred Members
21. The table below summarises the number of deferred members who were eligible to
receive an ABS and those that received it on time. As the Committee will note, the
Fund was able to send c87% of deferred ABS on time.
Table 4: Summary of Delivery of Deferred Members ABS

Deferred Members Eligible to receive an ABS
Members who received an ABS on time
Members who did not receive an ABS on time

2020
27,203
23,792
3,411

%
100
87
13

2019
26,917
23,948
2,969

%
100
89
11

22. Some 3,411 deferred members did not receive their ABS by the deadline. These are
members for whom the Fund no longer holds a current address. Over recent months
the Fund commissioned the services of a tracing company who have located 2,053
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(60%) members. Those members will now receive their ABS by the end of November.
Work continues to trace the remaining 1,358 members.
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BUSINESS PLAN 2020-21 – PERFORMANCE UPDATE
Introduction
1.

This report provides the Committee with the updated performance reporting dashboard
summarising progress in delivering the 2020-21 Action Plan. The report also provides
a forecast outturn for 2020-21.

Recommendation
2.

Committee is asked to note progress in delivering the Action Plan, and the forecast
outturn.

Action Plan Performance Update
3.

The latest performance dashboard update is attached as Appendix A to this report.
The dashboard shows there are twenty-three actions due for completion in Quarter 3
(ending December 2020).

4.

Members will note that no actions are flagged as red, two actions are flagged as amber
and thirteen are green. Eight actions move to 2021-22, highlighted blue, reflecting
external dependencies which mean they cannot be achieved this financial year.

5.

Committee will continue to receive quarterly updates on progress in achieving the
Action Plan for 2020-21.

2020-21 Forecast Outturn
6.

The 2020-21 budget is £4.613m and includes a contingency of £250,000 to meet costs
which were unquantifiable at the time the budget was set. These were:
•
•
•
•

Resourcing outcomes of scheme changes due to the McCloud remedy
Resourcing outcomes of the Good Governance Review
Impact of actuarial re-procurement
LGPS Central budget for 2020-21 not yet finalised

7.

The outturn forecast at the end of October is an underspend of £232,000. This is a
reduction of £105,000 compared to the forecast underspend of £337,000 reported to
the Committee in September and further detail is provided below.

8.

Much of the underspend is due to £193,000 of the agreed contingency not being called
upon thus far. Now that the impact of the McCloud remedy is known it is likely that the
pace of drawdown will increase and will be built into budget projections for 2021-22

9.

The Covid-19 restrictions have also impacted on other activities (such as the Scheme
Advisory Board’s good governance review) expected to require resourcing from the
contingency. The position will continue to be closely monitored for the remainder of the
year.
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Staffing
10. At the last meeting, Committee asked for an update on the Fund’s staffing position.
Members will recall that the 2020-21 Business Plan and associated budget was
presented to Committee in March 2020. The approved budget includes £2.06m for
known staffing costs plus a call on the contingency of £250,000 for emerging issues,
described in paragraph 6 above.
11. At Committee’s request the staffing structure was added to the Business Plan and an
updated plan shared with Committee in June 2020. This showed a core staffing
establishment of 47 Full Time Equivalent (FTE) staff funded by the budget of £2.06m.
12. In response to publication of the McCloud remedy and the resulting impact on
casework demand, the Fund undertook recruitment to strengthen capacity in the
operations team. Four additional staff (Grade 6) have been recruited. It is pleasing to
report these posts were filled from within the team, with resulting vacant posts being
filled by new recruits.
13. The management team is working on detailed project briefs for outcomes to be
achieved over the next 12-18 months - any additional resources required will be
presented for approval as part of setting the 2021-22 budget and business plan.
LGPS Central Costs
14. Under LGPS Central pooling agreements, the eight partner funds who own LGPS
Central Limited share its governance and operating costs as defined in a cost sharing
agreement. The cost sharing agreement categorises costs and specifies how these
are shared. Governance costs are shared equally (1/8th each) and operating costs are
shared in proportion to total assets owned by all eight funds.
15. Hence the cost share that the Cheshire Pension Fund meets each year varies, both
due to the actual costs incurred by LGPS Central Ltd and the asset values of all eight
partner funds at the end of each financial year.
16. The 2020-21 budget approved in March 2020 included £1.119m for the Fund’s forecast
cost share for LGPS Central Ltd, and it was highlighted that budget discussions were
ongoing at that point in time. The company budget was subsequently confirmed with
the Cheshire Fund’s cost share some £50,000 higher than forecast contributing to the
reduced forecast underspend. The Fund’s final cost share for 2019-20 has also been
confirmed and is some £96,000 higher than forecast reflecting the company’s final
outturn and movements in the Fund’s proportionate share of costs based on partner
fund confirmed asset values at 31 March 2020. Members are asked to note that the
company was underspent against its budget.
17. A further update on the outturn will be presented to the Committee in March 2021.
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Action Plan Tracker 2020-21
Progress Update
Action
Plan Ref.

Action

Quarter
Due

AP1

· Chair of the Committee and Board to undertake a
review of training completed by Board and
Committee members during the year (collective and
member specific).

Q3

AP1

· Committee and Board members to refresh
knowledge and skills self-assessment questionnaire

Q3

AP2

· Present Committee with business cases to invest
in LGPS Central funds.
o Multi Asset Credit; Infrastructure; Property

Q3

Progress
Red/Amber/
Comments on progress
Green

The review will take place at the Joint Chairs meeting on 7
December.
Requests sent to Committee and Board Members with a closing
date of 25 November for submissions.
Infrastructure business case for new investment of £150m in the
LGPS Central fund approved by September Committee. Multi Asset
Credit decision will now be in March 2021 and Property likely June
2021.

AP2

AP2
AP2

· Map procurement route to appoint investment
managers from the West Midlands Sustainable
Equity Framework.

Move to
2021/22

· Appoint Transition Manager to manage and
implement Sustainable Equity transition (if required).

Move to
2021/22

· Implement transition into Central’s EMD product (if
approved by Committee).

Q3
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The Fund's equity allocation is now overweight versus its strategic
asset allocation so there is no headroom to invest in the
sustainable equity framework without reducing commitments to
existing equity managers. A minor rebalance has been actioned in
October 2020 to reduce the equity overweight to the top of its
allocated range, pending a full review of the equity portfolio, which
will be brought to the December Commitee meeting. Proposals to
deal with the sustainable equity issue will be considered as part of
that review, alongside other issues such as the portfolio's carbon
footprint improvement and the balance between active/passive and
value/growth managers.

As per item above.
Transition planning underway alongside West Midlands and
Leicestershire with revised transition date of 3 December agreed.
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Action Plan Tracker 2020-21
Progress Update
Action
Plan Ref.

Action

Quarter
Due

AP2

· Report on Fund’s review of future cash flow
requirements and how it may affect Fund’s Strategic
Asset Allocation model.

AP3

· Ensure compliance with revised combined codes
of practice from TPR (Dependent on TPR
publication timeline).

Move to
2021/22

AP3

· Continue working with HR in CW&C and CE and
with TSC to improve the flow of information around
retirements

Move to
2021/22

AP3

· Introduce processes to allow retiring members to
access and complete the retirement pack prior to
their retirement date

Move to
2021/22

AP3

· Consider resources required to prepare for the
implementation of the McCloud remedy

AP4

· Commence ABS mop-up exercise for any
members who did not receive an ABS.

Progress
Red/Amber/
Comments on progress
Green
Plan for the review of the Fund's Investment Strategy Statement
including cash flow issues will be brought to the December
Committee meeting.

Q3

Q3

Combined code publication delayed. Move to 2021/22
A workshop has been held with CWaC HR to map the roles and
responsibilities of the employer, payroll provide and Fund. Further
work was paused until the outcome of further exit pay reform is
known.
Retirement guides (both employers and members were shared with
members of the Pensions Consultative Forum (employer
representative group). The guides clearly explain the steps
required in the lead in to retirement including the completion of the
retirement pack. Paused while the implications of exit pay reform
are worked through.
Additional resources have been recruited for the administration
team, however, further resources are likely to be required now that
the full impact of McCloud is better known. Staffing resources will
be assessed alongside other requirements elsewhere in the
pensions team.
Mop up exericse concluded by the end of November with 700 active
members receiving an ABS. Address tracing of over 2,000
deferred members was also successful and those members have
also received an ABS.

Q3
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Action Plan Tracker 2020-21
Progress Update
Action
Plan Ref.

Action

Quarter
Due

AP5

· Launch further competition for Actuarial Services
tender.

Move to
2021/22

AP5

· Undertake provider engagement sessions with
administration database providers ahead of the
further competition exercise (possibly collaborate
with other Funds).

Q3

Progress
Red/Amber/
Comments on progress
Green

Move to the commencement of the new national framework in the
summer of 2021

Engagement sessions took place virtually in August.

AP5
· Update further competition documentation for
Actuarial Services tender.

Move to
2021/22

AP5

· Commence further competition exercise for
administration database.

Q3

AP8

· Develop the plan to clear aggregation casework
backlog.

Q3

AP8

· Commence work to reduce deferred casework
backlog.

Q3

Move to the commencement of the new national framework in the
summer of 2021

Further competition exercise launched in October. Award decision
will be confirmed in early December.
The triage of all c5,400 aggregation cases in the backlog has now
been completed and the plan is being developed to clear the
backlog. Additional staff members have been recruited and training
will commence to increase the resource available to clear
aggregation cases. Database development is also being explored
to improve the system of processing aggregation cases.
The deferred backlog of c4,300 has been reduced by 70% to
c1,400 cases. Work is ongoing to clear the remainder of the
backlog.
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Action Plan Tracker 2020-21
Progress Update
Action
Plan Ref.

Action

Quarter
Due

Progress
Red/Amber/
Comments on progress
Green

AP8
· Complete training of staff on deferred casework.

Move to
2021/22

AP8

· Complete all Transfer related casework process
reviews

Q3

AP9

· Report results of 2020 CEM benchmarking
exercise.

Q3

AP11

· Regular monitoring and update of framework to
reflect any changes in employer to employer
covenant risk

Q3

AP12

· Implement phase 1 Unit 4 ERP implementation (all
modules except payroll)

Q3

Training has been delayed due to the pandemic and the ability to
train staff remotely. The Fund has also conducted a recruitment
exercise to appoint additional members of staff. The training
requirements for staff are now being re-evaluated and a new
training plan will be introduced. New methods of delivering training
virtually are also being explored and developed.
The process review timetable has been impacted by the pandemic.
The review has been completed for the Tranfer In process and id
being developed for the database. A review of the Transfer Out
process has also commenced. A number of other related process
reviews will be conducted over the coming months.
Draft report received by the Fund and will be shared with Members
of the Board/Committee in the forthcoming briefing pack.
Regular monitoring continuing. Fund approach to measuring
covenant and the impact on setting contribution rates to be
published in next review/update of Funding Strategy Statement
Aligned to Unit 4 implementation timetable for Accounts receivable
and Accounts payable. Planning for pensioner payroll later in 2021
in hand.
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