Pension Fund Committee
3 December 2021
Item 3a
EMPLOYER CHANGES
1.

This report updates the Committee on employers that have joined or exited the Fund
during the period 1 September 2021 to 30 November 2021 (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 few 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.

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 joined
and exited the Cheshire Pension Fund during the period 1 September 2021 to 30
November 2021 (inclusive):
•
•
•
•
•
•
•
•
•
•

The nature of the organisation’s 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 where applicable (joiners only)
Contract length (joiners only)
Open or closed to new members (joiners only)
Exit credit due where applicable (leavers only)
Payment due where applicable (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 17 members were transferred to 3 new employers over the period 1
September 2021 to 30 November 2021. One of these employers (Mellors
Catering Ltd) were admitted twice, under 2 separate contracts. In addition to
this, Bosley St Mary’s Primary School converted to an academy.

•

There was 1 employer exit (Atalian Servest Ltd) effective during the last period.

•

The Fund made one exit credit payment to an exited employer (Cheshire
County Sports Club) in line with the Fund’s exit credit policy.
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Employers joining the Cheshire Pension Fund: 01/09/2021 – 30/11/2021

New Admitted Body

Date of
Entry

Letting / Ceding
Type of Body Employer/
Guarantor

Service

Bosley St Mary’s
Primary

01/09/2021

Academy

Academy School

Orian Solutions Ltd

01/09/2021

Admitted
Body

Cheshire West

Mellors Catering Ltd

16/10/2021

Admitted
Body

E/Port C of E
College

Mellors Catering Ltd

01/11/2021

Admitted
Body

Cheshire East

Cheshire East

Total No. of Members

Catering at
Acorn & Whitely
Primary Schools
Catering at
E/Port C of E
College
Catering at
Handforth
Grange Primary

Bond
Contract
Details Length

Members
Open /
at point of
Closed
entry

N/A

N/A

8

Open

£0

2 years

2

Closed

TBC

3 years

4

Closed

£4,000

3 Years

3

Closed

17
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Employers exiting the Cheshire Pension Fund: 01/09/2021 – 30/11/2021
Employer

Type of
Employer

Date of
Cessation

Exit
Credit
Due

Exit
£

Credit Exit Credit
paid

Atalian Servest Ltd

Admitted
Body

31/10/2021

TBC

TBC

Cheshire County
Sports Club

Admitted
Body

30/11/2019

Yes

£206K

Cessation
Basis

Service

Reason

Letting/Ceding
Employer/
Guarantor

TBC

Ongoing

Catering

Contract
Ceased

E/Port C of E
College

16/08/2021

GIlts

Sport
facilities

Last active
member left

Former
Cheshire
County Council
(pre 98)
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COMPLIANCE UPDATE
Introduction
1.

This report provides the Committee with a summary of the Breaches Log for the period
1 April 2021 to 30 September 2021.

Recommendation
2.

The Committee are requested to note and comment on the summary of the Breaches
Log for the period 1 April 2021 to 30 September 2021.

Breaches Log
3.

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.

4.

A summary of the breaches included on the log between 1 April 2021 and 30
September 2021 are listed below in Table 1 and are categorised as red, amber or
green. For comparison purposes the total numbers of breaches for the prior year have
also been included.

5.

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 TPR.
Green breaches are those where, following investigation, no further action is deemed
necessary.
Table 1: Summary of the Breaches Log
Total
2020/21
Contributions
ABS
Disclosure
Administration
Total

6.

47
1
0
55
103

Total
2021/22
22
1
0
21
44

Status
2021/22
Red
0
1
0
0
1

Amber
0
0
0
0
0

Green
22
0
0
21
43

There has been one red, no amber and 43 green breaches in the period. Below is a
summary of the breaches.
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Contribution Breaches – 22
7.

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 - 21

8.

These relate to ongoing activity to progress legacy casework - triggering breaches as
scheme members who weren’t notified of their benefits at the time, are now receiving
notifications of their benefits. These notifications were received outside the specified
time limits.
Annual Benefit Statements - 1

9.

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.

10. The Fund has reported to TPR a breach relating to the 2021 ABS. Due to a
combination of missing data issues, plus a number of lost contact addresses,
particularly of deferred members, the Fund was not able to send 100% of ABS on time.
11. Following the Fund’s breach process, the ABS breach was approved by the Local
Pension Board and the Director of Governance before being issued to TPR. The Fund
has since received a response from TPR which confirms that they do not intend to take
any enforcement action as a result of this breach.
Active Members
12. 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

2021
%
30,537 100
27,908 91
2,629
9

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

13. The Fund was able to issue ABS to 91% of active members by the deadline of 31
August.
14. The table shows some 9% of active members did not receive their ABS by the deadline
compared to 10% in 2020 (and 15% in 2019). The reasons why these members have
not received their ABS include:

Page 28 of 138

Pension Fund Committee
3 December 2021
Item 3b
a) The data provided from employers is inconsistent or contains errors.
b) Missing data that we will need to work with employers to obtain.
c) Staff capacity issues caused by the pandemic.
15. The Fund identified 2,755 members for whom contributions had ceased but no leaving
notification had been provided by their employer. 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 the missing leaving
details.
16. 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 the end of December
2021.
17. Due to the considerable data cleansing work which has been carried out as part of the
Monthly Interfacing rollout, the Fund is confident that the majority of the 2,629 members
will receive their ABS by the end of December.
Deferred Members
18. 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 c95% 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

2021
28,074
26,705
1,369

%
100
95
5

2020
27,203
23,792
3,411

%
100
87
13

19. The Fund was able to increase the percentage of deferred members who received their
ABS in 2021 to 95% compared to 87% in 2020. This was possible as the Fund
commissioned the services of a tracing company who was able to locate over 2,000
members or confirm that they were at the same address held by the Fund.
20. Some 1,369 deferred members did not receive their ABS by the deadline. These are
members for whom the Fund no longer holds a current address. Work is continuing to
trace these remaining members.
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BUSINESS PLAN 2021-22 – PERFORMANCE UPDATE
1.

The report provides the Committee with an update on progress in delivering the 202122 Action Plan as summarised in the reporting dashboard.

2.

The report includes the risk register which has been amended following a review at the
end of September. The register includes a new risk for cyber security which has been
recommended for inclusion by the Local Pension Board.

3.

The report also provides a forecast outturn for 2021-22.
Recommendation

4.

The Committee is asked to note progress in delivering the Action Plan, the new risk on
the Risk Register and the forecast outturn.
Action Plan Performance Update

5.

The Fund’s approved Business Plan has four overarching objectives: Governance
To have effective governance arrangements which allow the Pension Fund Committee,
Local Pension Board, officers, and participating employers to discharge their
responsibilities effectively and compliantly.
Administration and Communication
To provide high quality, value for money and friendly services for scheme beneficiaries,
potential beneficiaries and employers including clear, timely and relevant
communications.
Funding
To ensure financial sustainability to meet scheme members’ pensions by actively
managing investment and liability risk and to deliver stable and affordable employer
contribution rates.
Investments
To manage the Fund’s investments in line with the Fund’s Investment Strategy
Statement and Responsible Investment policy to achieve required investment returns.

6.

Each year specific actions are identified to contribute to meeting the objectives in the
Fund’s Business Plan. These are set out in an annual Action Plan. The 2021-22 Action
Plan was presented to Committee in June and a new reporting dashboard was also
presented to the Committee in September. The dashboard provides an overview of
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progress in meeting the Action Plan and highlights any key issues on an exception
basis.
7.

Attached to this report in Appendix A is the performance dashboard summarising
progress against the Action Plan to the end of Quarter 3 of 2021-22.

8.

The four objectives set out in the Business Plan are categorised as Workstreams in
the dashboard to enable appropriate programme management discipline to be applied
to monitor delivery.

9.

The dashboard provides an overview of progress in delivering the Action Plan as a
whole (using RAG status flagging) and includes a summary of the position for each
workstream. The format of the dashboard is designed to provide an appropriate
balance of information for Committee throughout the year by way of quarterly reports.

10. In terms of delivery to date, Members will note that overall progress is flagged as
Amber – which is defined as being on target to be delivered but delivery date is up to
two quarters later than originally agreed or some issues identified which are being
managed. This rating is primarily due to the delivery dates for several actions moving
back one quarter, reflecting either ongoing activity, some delays due to Covid and
impact of re-tenders, and further explanation is included in the dashboard. No actions
are flagged as undeliverable.
Fund Risk Register
11. The Committee last reviewed the Risk Register at the meeting in June and noted that
the register would be reviewed again at the end of September.
12. Officers have conducted a review of the register and have made some amendments
which are highlighted in blue.
13. An additional risk for cyber security has been added to the register, following a review
of the Fund’s Risk Register by the Local Pension Board at its meeting on 5 October.
Board members felt that the risk of cyber security warrants inclusion on the register
due to its potential impact and increased focus from the Pensions Regulator.
2021-22 Forecast Outturn
14. The original 2021-22 budget was £4.731m and included a contingency of £250,000 to
meet costs which were unquantifiable at the time the budget was set. These included
responding to:
•

National developments
o Scheme changes due to the McCloud remedy
o Good Governance Review
o Further exit reform
o Pending consultations (Investment Guidance, Combined Code of
Practice, Climate Risk etc)

Page 32 of 138

Pension Fund Committee
3 December 2021
Item 3c
•

Local re-tenders (actuarial services and administration database)

15. The Committee will recall that an additional temporary in year budget of £275,660 was
agreed at the June meeting for mobilising the new contract for the Fund’s
administration database - which specified a move to a cloud hosted solution.
Therefore, the adjusted budget for 2021-22 is £5.007m.
16. The forecast outturn at the end of October 2021 is an underspend of £0.403m. The
majority of the underspend is due to there being as yet no call on the contingency
budget at this stage. Additionally, LGPS Central running costs are £231k underspent
due to:
•
•

The Funds actual cost share for 2020/21 being confirmed and this is £91k lower
than was originally forecast.
Fees for 2021/22 are estimated to be £140k below budget, this is mainly due to
the shareholder approved changes to the level of mark up on specified costs.

17. Within the overall position, underspends on staffing due to turnover (see below) are
forecast to be offset by temporary additional buy back of programme management
support and the ongoing enhanced communication resource.
18. Draw down from the contingency may be required as the national and local issues
highlighted above progress.
Staffing
19. The staffing establishment approved in the 2021-21 Business Plan is 52 FTE (an
approved increase of 5 FTE on 2020-21). Members have asked for updates on staffing
levels during the year. The table below provides a snapshot of the current staffing
establishment in the three teams.

Management Team
Operations
Finance &
Investments
Stakeholder

Long
term
Budget Vacant
Secondments absence
FTE
posts
&
maternity
4
42
-3
-2
-2
3
3
52

-3

-1

-1

-3

-1
-4

Short
term
cover

Actual
FTE
4
35

2

3

2

2
44

20. Recruitment to fill the vacant posts in the Operations team will take place over the
winter and, once recruited, it will take time for the new staff to become fully trained.
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Pension Fund Business Plan: December 2021

This Quarter

A

Previous Quarter

A

Business Plan Overview

The primary long term aims of the Pension Fund are:
Governance
To have effective governance arrangements which allow Pension Fund Committee, Local Pension Board, officers, and participating employers to discharge their
responsibilities effectively and compliantly.
Administration and Communication
To provide high quality, value for money and friendly services for scheme beneficiaries, potential beneficiaries and employers including clear, timely and relevant
communications.
Funding
To ensure financial sustainability to meet scheme members’ pensions by actively managing investment and liability risk and to deliver stable and affordable employer
contribution rates.
Investments
To manage the Fund’s investments in line with the Fund’s Investment Strategy Statement and Responsible Investment policy to achieve required investment returns.

To meet these goals effectively, the Business Plan has been broken down into 4 key workstreams (listed below), which are further subdivided into various key activities to be
undertaken during 2021-22.

Key Workstreams

Business Plan Stakeholders

Programme Status

1.
2.

Maggie Sheppard – MS
Heidi Catherall – HC
Nick Jones – NJ
Steven Wilcock – SW

The overall RAG Status is
Amber because:
• Workstream 1 is Green
• Workstream 2 is Amber
• Workstream 3 is Green
• Workstream 4 is Green

3.
4.

Governance
Administration and
Communication
Funding
Investments

RAG Key
Green

On Target to be delivered by original delivery date and
no likely risks/concerns to indicate otherwise.

Amber

On target to be delivered but delivery date is up to 2
quarters later than originally agreed or some issues
identified which are being managed

Red
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Passed original delivery date. Or serious issues
identified and recovery plan required

Workstream 1 – Governance
Workstream Status

Workstream Planning

The Workstream's RAG Status is Green because:

Key Achievements (This Quarter)

• All tasks are On Target to be delivered by
delivery date and no likely risks/concerns to
indicate otherwise
• There are no other tasks which are on Amber
status or need immediate management
attention.
• There are no tasks which are on Red status.
Ref

Key Activities

•
•
•

This Quarter

G

Previous Quarter

A

Completed actuarial services procurement
Undertook a procurement exercise for tracing services
Extended the Investment Consultancy Services contract

Planned Activities (Next Quarter)
•

Completion of the ONS Quarterly and Annual questionnaire

Actions 2021-22
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Original
Target
Date

Commentary

Revised
Delivery
date

RAG

Owner

Workstream 2 – Administration and Communication
Workstream Status

Workstream Planning

The Workstream's RAG Status is Amber because:
• AC2 is Rescheduled to Q4
• AC8 Rescheduled to Q4
• There are no other tasks which are on Amber
status or need immediate management
attention.
• There are no tasks which are on Red status.

Key Achievements (This Quarter)
•
•

A

Previous Quarter

A

Consulted employers on revised Pensions Administration Strategy
Commenced Member Self Serve project with Civica

Planned Activities (Next Quarter)
•
•
•

Develop a plan and timeline to clear backlog of casework
Develop new model to engage with employers
Implement a regular comms channel with employers

Ref

Key Activities

AC2

Develop plans to reduce casework backlogs to agreed
levels

Develop plans to clear backlogs
Develop a new model to engage
with employers

AC8

Ensure effective ongoing relations with participating
employers, including the provision and receipt of
accurate and timely information and estimates

Ensure effective ongoing relations with participating
AC8 employers, including the provision and receipt of
accurate and timely information and estimates

This Quarter

Actions 2021-22

Implement a regular comms channel
with employers
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Original
Target
Date

Commentary

Revised
Delivery
date

RAG

Owner

Q3

Delivery date revised
from 1 Jan to 31 Jan 22

Q4

A

HC

Q3

Delivery date revised to
reflect delay in
appointing the
Communications
Manager

Q4

A

NJ

Q3

Delivery date revised to
reflect delay in
appointing the
Communications
Manager

Q4

A

NJ

Workstream 3 – Funding
Workstream Status

Workstream Planning

The Workstream's RAG Status is Green because:

Key Achievements (This Quarter)

• All tasks are On Target to be delivered by
delivery date and no likely risks/concerns to
indicate otherwise
• There are no other tasks which are on Amber
status or need immediate management
attention.
• There are no tasks which are on Red status.
Ref

Key Activities

•

This Quarter

G

Previous Quarter

A

Agreed strategy for Councils and contribution rates

Planned Activities (Next Quarter)

Actions 2021-22
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Original
Target
Date

Commentary

Revised
Delivery
date

RAG

Owner

Workstream 4 – Investments
Workstream Status

Workstream Planning

The Workstream’s RAG Status is Green because:

Key Achievements (This Quarter)

• All tasks are On Target to be delivered by
original delivery date and no likely
risks/concerns to indicate otherwise
• There are no other tasks which are on Amber
status or need immediate management
attention.
• There are no tasks which are on Red status.
Ref

Key Activities

•

This Quarter

G

Previous Quarter

G

Engaged with the new Communications Manager regarding new engagement/communications
strategy

Planned Activities (Next Quarter)
•

Produce updated Investment Strategy Statement and RI Policy for Committee consideration

Actions 2021-22
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Original
Target
Date

Commentary

Revised
Delivery
date

RAG

Owner
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Cheshire Pension Fund Risk Register
Priority /
Objective
Governance

Risk
Risk
No.
1 Key person risk at Officer, Committee and Local
Pension Board, leading to inappropriate, skills and
knowledge, governance and management /
administration of the Fund should key person(s)
depart

Gross
Current Mitigating Controls
Score
(In place and having an effect on the risk)
30 • Training plan in place for existing and new Committee and
Board members in line with CIPFA guidance
• Officer training programmes in line with CIPFA guidance.
• Professional qualification programme for Officers.
• Staff training needs identified and addressed through the
appraisal process.
• Internal communications and dissemination of knowledge
through team meetings, internal staff bulletins etc.

Net
Planned Risk Actions
Score
(Underway or yet to start)
24 • Seek opportunities to widen the knowledge and skills
base of all Committee and Board Members, as well as
officers
• Production of a comprehensive suite of procedure
notes
• Ongoing monitoring of the impact of Covid restrictions
and staff impact

Total
Score
21

Next
Review
Mar-22

Governance

2

Failure to ensure appropriate knowledge and skills
at Officer, Committee and Board leading to
ineffective governance and management /
administration of the Fund.

30

• Training and induction plans in place for new Staff,
Committee and Board members in line with CIPFA guidance
• Diversified Board and Committee membership.
• Split cycle of tenure and re-nomination for Pension Board
members with not all members being on the same cycle
• Different Councils and Committee members are on different
election cycles.
• An annual self-assessment of knowledge and skills
• Online learning facility for all members in line with CIPFA
K&S Framework

14

• Production of a comprehensive suite of procedure
notes
• Annual knowledge and skills assessment - results
presented to Pension Fund Committee

14

Mar-22

Governance

3

Failure to comply with the various statutory and
regulatory requirements leading to potential noncompliance, reputational risk and penalties.

18

• Regulator monitoring of compliance against requirements of
Regulations, The Pensions Regulator, Department for
Levelling Up, Housing and Communities Ministry for Housing,
Communities and Local Government Scheme Advisory Board,
HMRC and others
• Local Pension Board reviews of compliance
• Engaged with the Local Government Association/SAB and
various networking groups to keep knowledge up to date
• Regular attendance at conferences and seminars to keep up
to date with changes

16

• Respond to consultations on regulatory changes as
they arise
• Continue engagement with practitioner groups
• Continue attendance at national conferences and
seminars
• Review and/or develop policies in line with changing
guidance e.g. cyber security, TCFD

8

Mar-22
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Priority /
Objective
Governance

Risk
Risk
No.
4 Cyber and information security risk (CISR) is the
risk of loss (financial/non-financial) arising from
digital events caused by external or internal actors
or third parties, leading to service disruption,
additional costs, potential fines and reputational
damage

Gross
Current Mitigating Controls
Net
Planned Risk Actions
Total
Score
(In place and having an effect on the risk)
Score
(Underway or yet to start)
Score
48 • All Fund IT systems are hosted on Council servers and
27 • The Fund will develop its own cyber security policy to
27
access is restricted in line with Council protocols
ensure the risk is managed in conjunction with ICT and
• The Council use a variety of tools to keep data secure,
will commission independent advice to help develop the
including:
policy
• O365 security monitoring – spam monitoring and malware
• The cyber security policy will be aligned with the
detection
Business Continuity Plan
• Network security – annual external pen testing; weekly
• Ensuring there are clear roles and responsibilities
internal pen monitoring; firewalls; remote access gateway
between the ICT, the Fund and the administration
• Systems protection – multi-factor authentication; role
database provider
based access; Pensions systems and data team to
• The administration database is being moved from an onmanage
premise solution to a cloud hosted solution which will
system access and liaison with the supplier; laptop
provide greater data security with regular technology
encryption
upgrades, along with a robust business continuity and
• Access to the administration database is controlled by the
disaster recovery procedure
Pension Fund and users have individual passwords and
controlled access
• Staff members undertake mandatory cyber security training

Next
Review
Mar-22

Investments

5

Failure to effectively manage financially related
investment risk from Environmental, Social and
Governance factors, leading to the adoption of an
investment approach which fails to place sufficient
emphasis on the importance of strong financial
returns to meet pension obligations.

30

• Continue to develop the Fund's pro-active approach to the
management of ESG issues
• Delivery of existing Fund targets to decarbonise its
investment portfolio in advance of the general market
• Leverage support of LGPS Central to pro-actively manage all
financially material ESG risks

18

• Develop a pro-active and outward looking approach to
engaging with decision makers on ESG issues.
• Continue to work with Partner Funds and LGPS Central
to embed Responsible Investment in investment
products
• Ongoing challenge to legacy managers to improve RI
metrics

14

Mar-22

Investments

6

Failure to effectively manage the risk from climate
change leading to a significant and permanent
reduction in the value of the Fund's assets and a
material diminution of funding levels for employers

30

• Annual publication of TCFD compliant Climate Risk report
• Annual stewardship and engagement plan to manage high
carbon holdings
• Plan and targets to decarbonise the Fund's equity holdings
well in advance of the general market

14

• Increased investment in green, low carbon and
sustainable assets
• Push for improved carbon data metrics for all asset
classes in the Fund's portfolio
• Develop the Fund's approach to net zero transition and
communicate commitment effectively.

12

Mar-22

Investments

7

Failure to successfully transition Fund assets
quickly enough and with sufficient scale to LGPS
Central leading to dual running of pooled/non
pooled assets and planned savings and benefits
set out in pooling business case not being realised.

44

• Transition plan and high level milestones aligned to required
delivery deadlines.
• Joint client side monitoring of delivery through Practitioner
Advisory Forum
• Detailed model for cost/savings tracking
• Regular progress reporting to DLUHC MHCLG
• Engagement of investment advisors during LGPS Central
selection of external managers
• CPF input alongside partner funds into design of pooled
investment products via Investment Working Group
• Partner Fund's regular scrutiny of investment performance of
existing LGPSC products.

24

• The Fund will continue to press for strong action to
ensure all LGPSC investment products deliver on their
targets - this is required to build confidence to commit
more funds to existing and new products
• Subject to governance and business case, invest in
funds launched in 2021-22 which meet the Fund's
strategic asset allocation e.g. global sustainable equity,
private debt
• Explore best value options for LGPS Central to
manage/oversee legacy assets which are too costly to
transfer e.g. direct property

24

Mar-22
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Priority /
Objective
Funding

Risk
Risk
No.
8 Significant financial and reputational loss to the
Fund due to employer default.

Gross
Current Mitigating Controls
Net
Planned Risk Actions
Score
(In place and having an effect on the risk)
Score
(Underway or yet to start)
33 • Employer risk measures regularly monitored
18 • Additional flexibilities to be introduced to review
• Employer database to capture/monitor bonds and
contribution rates, enter into phased exit or deferred debt
guarantees and renewal dates
arrangements
• Engagement with employers to discuss affordability
considerations/constraints
• Stabilisation plans in place for long-term employers to
mitigate contribution rate volatility
• Regular monitoring of employer contributions and follow up
of breaches
• Appropriate bonds and guarantees required as part of
admission process to protect fund against unsecured losses
• Monitoring of employer funding levels of major employers on
a regular basis.
• New policies introduced for additional flexibilities to review
contribution rates, enter into phased exit or deferred debt
arrangements
• New default policy for contractors entering the Fund is on a
pass through arrangement. This transfers the risk of funding a
deficit should a contractor default back to the letting authority

Total
Score
14

Next
Review
Mar-22

Administration
and
Communication

9

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

27

• New policies introduced for additional flexibilities to review
contribution rates, enter into phased exit or deferred debt
arrangements

18

• Targeted actions are included within the pensions
programme to address data quality issues
• A dedicated workstream on backlogs will also assist
with improving the quality of data held by the Fund
• The Fund will be switching to a TPR common and
scheme specific measuring report which is embedded
within the administration database allowing us to identify
and rectify all data anomalies in accordance with the 22
data fields identified by SAB
• All employers will be onboarded to the monthly
reporting system within the year

14

Mar-22

Administration
and
Communication

10

Failure to reap the benefits of a multi skilled
workforce within the benefits team due to inability
to train all staff to a sufficient standard, and to
secure operational flexibility to respond to
changing workload demands/pressures, leading to
continued backlogs and inability to deliver against
agreed performance standards.

48

• A strategic brief setting out the actions required for the multi
skilling workstream has been developed and approved by the
programme board
• Project management support is in place to manage this key
workstream
• Alternative methods of delivering training are being
developed - online learning/videos
• A detailed plan of training has been developed for the
benefits administration team
• Quarterly assessments of progress against the plan are
taking place to ensure the training remains on track
• Procedure notes are being produced alongside the training

27

• A detailed plan of training will be developed in Qtr. 1 for
the benefits administration team
• A full suite of procedure notes will be developed for all
activities
• Progress against the training plan will continue to be
monitored throughout the year and beyond

21

Mar-22
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Priority /
Risk
Risk
Gross
Current Mitigating Controls
Net
Planned Risk Actions
Objective
No.
Score
(In place and having an effect on the risk)
Score
(Underway or yet to start)
Administration
11 Failure to implement technological developments to
27 • The Fund has re-procured an administration software
14 • The Fund will continually seek opportunities to develop
and
contract using the National LGPS Framework
the system so at to take advantage of technological
the administration database leading to an inability
Communication
• The Fund is working with the database provider to develop a
advancements which can benefit the Fund
to free up capacity for the team and to remove
roadmap for development over the next couple of years with
• The recent re-tender of the administration database and
processes which do not add value.
the database provider
move to cloud hosting will enable implementation of a
• The Fund has worked with the database provider to develop
number of new system modules supporting business
an IT roadmap over the next two years
process improvements and an improved customer
• The roadmap will be designed to maximise the benefits to
experience
the Fund in terms of creating capacity and automation
• Project management support available within the Fund will
ensures that the roadmap is designed to be achievable and
will remain on track

Total
Score
14

Next
Review
Mar-22

12

Mar-22

Administration
and
Communication

12

Failure to resource or deliver revised
communication and engagement strategy for
Pensions Programme and enhanced Business as
Usual communication/engagement.

24

• Review and updated comms strategy agreed as priority in
pensions programme and Business Plan
• Implementation of new comms strategy agreed as priority in
pensions programme and Business Plan
• Dedicated senior role for Comms manager funding agreed
and role advertised now in place

14

Administration
and
Communication

13

Failure of employers to deliver their roles and
responsibilities. Leading to poor customer service,
not meeting expectations of the Pensions
Administration Strategy or failure to meet statutory
requirements and possible reporting of breaches to
the Pension Regulator

30

• Revised Administration Strategy defines employer
roles/responsibilities and required performance standards.
• Compliance and reporting framework against Administration
Strategy is being developed
• Regular Engagement with major employers through Client
Relationship Manager model
• Pensions Consultative Forum (PCF) working effectively as
vehicle to engage with employers
• Dedicated employer section on website with employer
guides, handbooks etc
• Regular comms to employer on specific issued e.g. McCloud
• Training for new employers - ad hoc and on request

24

• New Engagement plan to be developed by Comms
Manager
• Compliance and reporting framework against
Administration Strategy is being developed
• Enhanced employer comms to be developed by
Comms Manager

14

Mar-22

All

14

Failure of staff members to adapt to continued
continue to work effectively working from home,
leading to an inability to train/mentor/develop staff
members effectively, lack of team cohesion/culture
and impact on mental health and wellbeing.

27

• ICT kit and necessary furniture has been provided to staff
members
• The introduction of Microsoft Teams has meant that staff can
continue to meet with colleagues on a regular basis
• Alternative training methods are being explored
• Regular staff bulletins assist with team communication
• Regular one to ones and team meetings continue to take
place virtually
• A suite of online learning modules around health and
wellbeing issues are available to all staff along with access to
24 hour support

18

• The Fund is exploring ways of developing
inexperienced staff when working remotely
• Further work is required in order to support staff and
managers in recognising and dealing with mental health
issues
• Ongoing engagement with the Council's Modern
Workforce plan
• Greater office based presence based on business need

14

Mar-22
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Priority /
Objective
All

Risk
Risk
No.
15 Failure to meet the objectives of the pensions
programme due to insufficient capacity of staff and
competing priorities

Gross
Current Mitigating Controls
Net
Planned Risk Actions
Score
(In place and having an effect on the risk)
Score
(Underway or yet to start)
40 • Additional posts have been added to the structure
27 • Ongoing progress with the pensions programme on
• Career grade posts are included within the structure to retain
achieving the objectives
staff and develop their skills
• System developments will lead to reduced manual work
• Project management support is in place to assist with key
required for some processes and will free up capacity for
deliverables including finding opportunities to add capacity to
the team
the teams
• A roadmap of development for the administration database
designed to maximise automation opportunities
• Printing and posting have been outsourced to avoid the need
for pension staff to carry out this task
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Total
Score
16

Next
Review
Mar-22
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REGULATORY UPDATE
Introduction
1.

This report provides an overview of recent regulatory changes and events, along with
an update on expected future consultations which will impact the Local Government
Pension Scheme (LGPS).

Recommendation
2.

The Committee is asked to note the position as set out in the report and that further
reports will be presented as consultations and/or guidance on amending regulations
are received.

Government department changes
3.

Members will be aware that in September 2021 the Ministry for Housing, Communities
and Local Government (MHCLG) changed to the Department for Levelling Up, Housing
and Communities (DLUHC).

4.

Kemi Badenoch was appointed Minister of State at DLUHC and is the Minister
responsible for the LGPS, replacing Luke Hall.

5.

Given the changing roles and focus at DLUHC, the pace at which the department can
progress updated LGPS guidance and amended regulations will become clearer in the
coming months.

Current Regulatory Developments
Climate Risk Reporting
6.

The Department for Work & Pensions (DWP) introduced the Occupational Pension
Schemes (Climate Change Governance and Reporting) Regulations 2021 which came
into force on 1 October 2021.

7.

These regulations apply to pension schemes with assets of £5 billion or more,
authorised master trusts and authorised collective money purchase schemes (referred
to in DWP’s guidance as the ‘first wave’). From 1 October 2022, pension schemes with
assets of £1 billion or more will also have to comply (the ‘second wave’).

8.

The regulations introduce new requirements for trustees of pension schemes to
improve the quality of governance and the action required from trustees in identifying,
assessing, and managing climate risk. The requirements follow the recommendations
from the Taskforce on Climate-Related Financial Disclosures (TCFD) including
publication of a TCFD compliant report within seven months of the scheme year end.
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9.

DLUHC must amend the LGPS regulations to bring similar reporting requirements into
force for LGPS funds and a consultation is expected “imminently” with changes coming
into effect by April 2022 to meet DwP requirements.

10. As the Committee will know, the Fund has assessed its climate risk and has set in
place its Climate Strategy and Climate Stewardship plan. In conjunction with partners
in the LGPS Central pool, the Fund was one of the first LGPS funds to produce its
inaugural TCFD report as at March 2020 and now publishes this report annually.
11. Based on current information, the Fund is compliant with the new DwP requirements,
but the position will be reviewed in the light of the DLUHC consultation and draft LGPS
regulations once received.
Pension Scams
12. The Pensions Act 2021 includes powers to set conditions for pensions transfers, to be
met before the statutory right to transfer can be exercised.
13. Under this power, the DWP has laid The Occupational and Personal Pension Schemes
(Conditions for Transfers) Regulations 2021 which take effect from 30 November 2021
and apply to the LGPS in England, Wales and Scotland.
14. Transfers between public sector schemes and certain specified master trust or
collective money purchase schemes are by default permitted under the regulations and
do not require further information gathering.
15. For transfers to other schemes, the regulations require trustees and scheme managers
to gather information from the member to assess whether the transfer triggers any ‘red”
or ‘amber” flags.
16. If the information gathered suggests any red flags, the transfer may not go ahead. If
any amber flags are indicated the transfer can only proceed if the member takes scam
advice from the Money and Pension Service.
17. The member must provide the information needed for the trustees or scheme manager
to assess the red and amber flags. If the member does not provide this information,
the transfer cannot proceed.
18. These new safeguards are welcome, however, the new information gathering
requirements may add complexity and require additional resources to processing
transfers.
Cost Cap
19. As a reminder, the cost cap is part of the package of measures following Lord Hutton’s
review of public sector pensions in 2011. Its stated aim is ‘to ensure affordable and
sustainable public sector pensions’ and it is enshrined in legislation via the Public
Service Pensions Act 2013.”
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20. There are two cost cap mechanisms:
•

HM Treasury (HMT) Cost Cap - which applies to all public service pension
schemes

•

Scheme Advisory Board (SAB) Cost Cap - which allows the SAB to determine
solutions specific to the LGPS

21. The HMT arrangement only makes changes when the cap has been breached by 2%
or more (under or over). Whereas the SAB cost cap arrangement can allow for smaller
changes.
22. The cost cap is a complex process managed by the Government Actuary’s Department
(GAD). At its core, a target scheme cost (including both employee and employer
contributions) is determined using GAD assumptions. Legislation requires action if this
target cost cap is breached by +/- 2% of pay.
23. The current target cost for the LGPS is 19.5% of pay. A breach would occur if the cost
fell to less than 17.5% or rose above 21.5%. The action to be taken involves changes
to benefits and/or contribution structure to bring the cost back to the target cost.
24. The cost cap mechanism was paused in the light of the McCloud judgement but has
recently been “unpaused” and SAB has completed its review based on the 2016
valuation results, including any McCloud impact. SAB has not recommended any
scheme changes following its cost cap review but has resolved to revisit third tier ill
health and contributions for the lowest paid members with the view to making
recommendations in these areas separately to the cost management process.
25. HMT asked GAD to review the operation of the cost cap mechanism going forward.
Following GAD’s review, Government consulted, and in October 2021 confirmed it was
moving ahead with three proposals to change the cost cap mechanism: •

Moving to a ‘reformed scheme only’ design so that the mechanism only
considers past and future service in the reformed schemes (CARE scheme for
the LGPS) and costs related to legacy schemes are excluded. This ensures
consistency between the set of benefits being assessed and the set of benefits
potentially being adjusted.

•

Widening the corridor for action from 2% to 3% of pensionable pay. This
aims to achieve a better balance between stability and responsiveness of the cost
control mechanism; and

•

Introducing an economic check. Government proposes introducing an
economic check as the mechanism does not currently include changes in longterm economic assumptions and therefore cannot consider the actual cost to
the government of providing the pension benefits.
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The economic check proposed would ensure that a breach of the mechanism
would only be implemented if it would still have occurred had the long-term
economic assumptions been considered.
26. On this final proposal, LGPS respondents highlighted that as a funded scheme, the
LGPS is in a fundamentally different situation to the unfunded schemes, where
taxpayers are directly responsible for paying the cost of public service pensions.
Government has indicated that it will give further consideration for potential allowances
to the economic check for the LGPS.
27. These proposals and any further LGPS considerations will inform future cost cap
reviews, with the cost cap review based on the 2019 valuation results due next.
28. Although the SAB 2016 process has now been published, on 4 November 2021, the
Fire Brigade Union issued a formal letter before a claim for Judicial Review
proceedings against the Government regarding the inclusion of the McCloud Judgment
in the 2016 cost management process. The Judicial Review is likely to be heard in the
middle of next year. If upheld, there may be implications for the LGPS, which will be
covered in future regulatory updates to this Committee.
Forthcoming Consultations
McCloud Remedy
29. The Committee will recall previous briefings on the McCloud Remedy to implement the
Supreme Court judgement and subsequent Government acceptance that transitional
protections introduced to public sector schemes in 2015 (2014 for the LGPS) amounted
to age discrimination to younger members.
30. Government has been consulting on the proposed remedy for the LGPS which is to
extend the current “underpin” to all qualifying members.
31. The LGPS underpin provides that active members who were within 10 years of their
2008 scheme normal pension age on 31 March 2012 are protected. Currently these
members receive the better of their CARE pension or one calculated under 2008
scheme rules.
32. The proposed LGPS remedy is to extend this underpin to all qualifying members
regardless of their age in March 2012. To qualify, a scheme member must:
•

Have had active benefits in the 2008 scheme on 31 March 2012 and have accrued
benefits under the 2014 scheme: and

•

Have not had a disqualifying break in service (five years or more).

33. The Public Service Pensions Schemes Act 2013 is the primary legislation under which
LGPS regulations are made. The Public Service Pensions Bill, which amends the 2013
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Act to implement the McCloud remedy, is at the Report Stage in the House of Lords. It
is not yet known when the parliamentary process will conclude.
34. Whilst the calculations to apply the remedy cannot yet be launched, a great deal of
preparatory work is being done. The calculations to determine under which scheme a
qualifying member is better off require retrieval and validation of service history
(pensionable hours worked) data back to 2014. This data stopped being collected on
the introduction of the CARE scheme as pensionable pay became the sole determinant
of benefit entitlement. Officers are working with participating employers to retrieve this
data and good progress is being made with 45% of required data now retrieved.
35. The Scheme Advisory Board (SAB) has noted that the Home Office has provided
funding to Fire Authorities in respect of the costs of enhancements to pension
administration systems necessary to deliver the McCloud remedy. SAB has asked that
“a similar arrangement is made available to LGPS administering authorities to defray
what will be significant costs, which are entirely outside of their control and directly
result from the actions of government”.
Exit Reform
36. Members will recall HM Treasury’s introduction and subsequent revocation of the
Restriction of Public Sector Exit Payment Regulations 2020, limiting public sector exit
costs payable by employers to £95,000.
37. Around the same time MHCLG issued a consultation ‘Reforming Local Government
Exit Pay’ which included more far-reaching proposals for change where pension strain
costs were incurred as well as changes to the Early Termination of Employment
(Discretionary Compensation) Regulations 2006. A key proposal would mean that
scheme members would no longer be able to receive both an unreduced pension and
a redundancy payment (either statutory or discretionary).
38. It is still expected that proposals for exit reform will return, although in what form and
when is unclear.
Good Governance Review
39. Committed received an update on the final recommendations from SAB’s Good
Governance review at its meeting on 4 June 2021. The report to SAB contained
seventeen recommendations and proposed a number of key performance indicators
be adopted across the LGPS.
40. Some of the recommendations require change to LGPS regulations and SAB has
presented a plan to implement these to DLUHC. SAB feedback is that they expect
DLUHC to accept the recommendations, however, draft regulations are unlikely to
emerge until sometime in 2022.
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41. In the meantime, SAB is looking at options to take forward recommendations which do
not require change of regulations. SAB intend to issue surveys to LGPS funds to
establish the current position in these areas and determine a way forward.
42. The Fund has completed a self-assessment against the proposals (included in the
June 2021 Committee report) and continues to implement actions which can be done
in advance of the regulatory changes, such as the Conflict of Interest Policy presented
elsewhere on this Agenda.
The Pensions Regulator’s Modular Code of Practice
43. The Pensions Regulator (TPR) has been consulting on its new modular code of
practice (CoP). The CoP amalgamates 10 of the 15 current codes of practice, including
Code 14 applying to public sector pension schemes.
44. The consultation ran from 17 March to 26 May 2021. The Local Pension Board held a
special meeting on 19 April 2021 to consider the consultation and drafted responses
to the questions posed therein.
45. TPR issued an interim statement on 24 August 2021 explaining it had received over
10,000 responses to the consultation and was working through these. The interim
statement highlighted a number of proposals which had generated widespread
comment including:
.
• Proposals to set a maximum for holdings in private markets of 20% of total
assets. TPR has confirmed it will not proceed with that proposal.
•

Requirement for some schemes to undertake an Own-Risk Assessment. TPR
indicated that respondents generally supported the principle but many raised
concerns about the resource burden particularly on smaller schemes. This isn’t
a requirement on the LGPS but given the ambition for a combined code, impacts
the timeline for all.

•

For the public sector schemes, respondents, including SAB, highlighted the
need for clarity on which elements of the code would apply to each public sector
scheme.

•

Concerns were also raised about need for clarity/consistency in terminology
within the code. For example the Code places responsibilities on the ‘Governing
Body’ but for LGPS and other public schemes it is not clear who this is referring
to.

46. TPR has said that it expects the new code will not be laid in Parliament before spring
2022.
47. Once the final modular code is published officers will conduct a thorough review of
Fund compliance against the requirements.
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Special Interest Groups
48. SAB are looking into whether they could develop guidance to set out the fiduciary duty
owed by elected Members on Pension Fund Committees to assist with responding to
approaches from special interest groups.
49. To gain some understanding of how such requests are currently dealt with SAB will be
issuing questionnaires to LGPS funds seeking information on how such requests are
dealt with by Administering Authorities and whether this is consistent across the LGPS.
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