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1. Good Governance

Context
2008

Public Service
Pensions Act
2013
TPR, SAB,
pension boards
CLG statutory
guidance
Governance
Compliance
Statements
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2015

2014

2013

SAB report in to
separation
Potentially
remove local
authorities

CIPFA guidance
for s151s

2018 +

2015 +

2019

TPR
interventions
“Clearer, quicker,
tougher”

Pooling
New governance
required

SAB Good
Governance
Review:
Phase 1
Survey as widely
as possible
Phase 2
Explore how to
achieve
improvements

2020

Phase 2
Proposals
accepted 3 Feb
Phase 3
Implementation
approach
considered

2021

2021+

Next steps
Report and
action plan
sent to
MHCLG for
implementation
Phase 3
Implementation
report published
by SAB

Proposal areas
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General

Conflicts

Representation

Knowledge and
Understanding

Service delivery
for the LGPS
function

Compliance and
improvement

Good Governance
A2. Each administering authority must have a single named officer who is
responsible for the delivery of LGPS related activity
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Good Governance
B.1 Each fund must produce and publish a conflicts of interest policy which
includes details of how actual, potential and perceived conflicts are addressed
within the governance of the fund, including reference to key conflicts identified in
the Guidance

7

Good Governance
C.1 Each fund must produce and publish a policy on the representation of
scheme members and non-administering authority employers* on its
committees, explaining its approach to representation and voting rights for
each party
Note: May not be mandated, but will be expected as Best
Practice

D.1 Introduce a requirement in the Guidance for key individuals within the
LGPS, including LGPS officers and pensions committee members, to have the
appropriate level of knowledge and understanding to carry out their duties
effectively
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Note: A pension committee member is not being asked to be a subject
matter expert or act operationally. Instead the role involves receiving,
filtering and analysing professional advice in order to make informed
decisions.

Good Governance
E.3 Each administering authority must report the fund’s performance
against an agreed set of indicators designed to measure standards of
service.

1. Breadth of representation

1. Data quality

2. Training and expertise

2. Service standards/SLA

3. Compliance and risk

3. Engagement and communication – capabilities and
take-up

4. Appropriate governance time spent of
key areas
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4. Customer (member and employer) satisfaction

Good Governance
F.1 Each administering authority must undergo a biennial Independent Governance
Review and, if applicable, produce the required improvement plan to address any
issues identified

Annually, each
administering authority
to produce a governance
compliance statement
signed by the senior
LGPS officer and S151
which demonstrates
compliance with LGPS
requirements.
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Biennially, each
administering authority
to commission an
Independent
Governance Review
(IGR).

IGR reports to senior
LGPS officer, pensions
committee and
pensions board.

IGR report goes to a
SAB panel of experts for
assessment. Panel
could request further
details of improvement
plans, make
recommendations or
report to TPR & MHCLG

Next steps
• MHCLG will produce statutory guidance to establish new
governance requirements for funds to effectively
implement the proposals (“the Guidance”)
• Begin work with CIPFA and others on guidance
• Won’t know formal implementation timeline until then
• Fund reviewing its current position relative to outcomes
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2. McCloud and Goodwin
cases

LGPS before McCloud
Cut off:

Scheme closure:

31/3/2012

31/3/2014

!

!

Pre-2014 Final Salary Scheme

>10
years
to ret

<10
years
to ret

Later
joiners

From 2008 to 2014 all members received 1/60ths
of final salary for each year of service
New CARE Scheme

From 2014 everyone moved to the
new career average (CARE) scheme

31/3/2022

Underpin: best of both
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!

But members within 10 years of retirement
get final salary benefits if they end up
better for them

LGPS after McCloud
Cut off:

Scheme closure:

31/3/2012

31/3/2014

!

!

Pre-2014 Final Salary Scheme

>10
years
to ret

<10
years
to ret

Later
joiners

(not 100% confirmed yet)

From 2008 to 2014 all members received 1/60ths
of final salary for each year of service
New CARE Scheme

31/3/2022

Underpin: best of both
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!
CARE scheme

The impact of McCloud
Members

Fund

Employers

•
•
•

Some increase in benefits, most will see no difference (no one is worse off!)
Possible tax implications
Understanding what the changes mean

•
•
•
•

Administering an underpin is a significant challenge which will last for years
Additional data may be required from employers
Helping members understand their benefits
Significant pressure on resources

•

May need to submit historical membership and payroll data to Fund – of
which more info later
Liabilities: increase of 0.1% for whole fund, but individual employer’s
impact could be nil or could be say 1% of liabilities
Contributions: built in some allowance at 2019 valuation for major
employers – no intention to review before 2022 valuation
Accounting: each employer agreed approach with auditor in 2020

•
•
•
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What is Goodwin?
What service is counted when calculating a dependant’s pension?
Benefit for partners
of male pensioners
have always been
c50% of member’s
pension

Male pensioners
Female pensioners

Benefits for partners of female members
used to be much less than 50% of
member’s pension
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What is Goodwin?
What service is counted when calculating a dependant’s pension?
member dependant

1978

1988

From 2005
Retired
Service used to calculated
dependant’s benefit
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What is the remedy?
member dependant

1978

1988

2005

From 2005

Service used to calculated
dependant’s benefit
18

Retired

Died
after
2005

The impact of Goodwin
•
Members

•
•

Fund

•
•

Employers
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•
•

Husbands of deceased female members may see an increase to their benefit,
and backdated payments
No change to current actives, deferreds or other pensioners
Significant admin work to find affected members & calculate backdated
payments
Significant pressure on resources at the same time as McCloud
Liabilities: increase of <0.1% for whole fund, but individual employer’s
impact could be nil or could be more
Contributions: no intention to review before 2022 valuation
Accounting: each employer agreed approach with auditor in 2020

3. Covid-19 and Longevity

Pandemic in context
1918-19 flu pandemic– death rate by age
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•

Before COVID-19, the most serious pandemic in
modern history was the ‘Spanish Flu’,
devastating the global population over 1918 and
1919.

•

W shape curve – many deaths amongst younger
adults as well as the very young and very old

•

Second and most deadly wave following virus
mutation.

•

Significant variation in statistics due to primitive
record keeping – much more accurate/real time
now

The latest pandemic picture
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Source: Club Vita analysis: https://www.clubvita.co.uk/news-and-insights/covid-19-the-latest-picture-as-at-10th-march-2021

Covid-19 deaths in isolation
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Source: Club Vita analysis: https://www.clubvita.co.uk/news-and-insights/covid-19-the-latest-picture-as-at-10th-march-2021

Impact beyond Covid-19
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Source: Club Vita analysis: https://www.clubvita.co.uk/news-and-insights/covid-19-the-latest-picture-as-at-10th-march-2021

How does Cheshire compare?
Covid-19 deaths per 100,000 population (by UK council area)
350
300

Cheshire West
& Chester: 248.9

Cheshire East:
205.4

250

UK average:
188.2

200
150
100
50
0

Warrington:
228.6
25

Halton:
201.7

Deaths within 28 days of a positive COVID-19 test result
Source: https://coronavirus.data.gov.uk/deaths Data to 16 March 2021.

History of Cheshire cases over 2020/21
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Source: https://www.gov.uk/government/collections/coronavirus-cases-by-local-authority-epidemiological-data February 2021

Longevity Scenario testing
Lower trend scenarios

Back to the
fifties

Challenging
times

Challenging Times
(-5%)
Climate change and
resource
constraints
significantly impact
on life expectancy

Back to the Fifties
(-14%)
Life expectancy
shows a prolonged
and material decline
for all groups
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Central (ish) scenarios
Alzheimer’s
wave

Health
cascade

Health Cascade
(+1%)
Uptake of healthy
behaviours cascades
from wealthier to
poorer individuals.

Alzheimer’s Wave
(+1%)
Deaths attributed to
Alzheimer’s
increase rapidly
over 5 years before
a ‘cure’ is found.

Higher trend scenarios
Cancer
revolution

80 is the
new 60

80 is the new 60
(+23%)
Mortality rates for 80
year olds fall over time
to levels seen by
current 60 year olds

Cancer Revolution
(+4%)
Following a period of
modest
improvements, a
‘cure’ for cancer is
released in 2027.

Longevity impact – long term
Lower longevity
improvements
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Higher longevity
improvements

Global recession

Survivorship bias

Long-term COVID effects

Changed social behaviour

Existing health worsening

Reduced air pollution

New virus strains emerging

Reduction in smoking

Bad scenario (Covid resurgence)
Higher mortality
muted in the short
term (due to
survivorship effect
within the Fund)

Higher immediate
mortality (20202021) as a direct
consequence of
the pandemic
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c4-5% drop
in liabilities

Higher mortality in the
longer term (due to long
lasting suppression of the
economy and long term
health impairments for
survivors).

Source: Club Vita COVID scenario analysis of a sample pension fund. The scenario is for illustration only, no probability is assigned to the likeliness of
these effects. Impact figures rounded to nearest integer.

c1 year
drop in life
expectancy

Good scenario
Lower mortality in
the short-medium
term (due to
survivorship effect
within the fund)

Higher immediate
mortality (20202021) as a direct
consequence of
the pandemic
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c2-3%
increase in
liabilities
Lower mortality in the
longer term (due to
future improvements to
mortality boosted by
cash injection to health
and social care systems)

Source: Club Vita COVID scenario analysis of a sample pension fund. The scenario is for illustration only, no probability is assigned to the likeliness of
these effects. Impact figures rounded to nearest integer.

c0.5 year
increase in
life
expectancy

Impact on funding level
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Source: Output from 3DA Tool for a sample LGPS Fund.

Covid-19 - Summary
• Impact on mortality will be seen at next valuation
• Market movements were significant but (so far) funding
positions will have mostly recovered
• Get in touch with the Fund if you think your long-term business
outlook has been affected particularly badly
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4. Regulatory update

Exit pay reform
(a) £95k cap
• Introduced 4 November 2020
• No transition
• All public sector incl councils,
police & fire, academies
• Not colleges or admission
bodies
• Limit size of exit package incl
pension early ret strain cost
• Collides with LGPS Regs
34

(b) Wider LG exit pay reform
• Q1 2021? Not in force yet
• Propose 6 months transition
• All public sector employers …
but only in LGPS
• Forced member choice
between redundancy pay &
immediate full pension
• Addresses £95k cap Regs
collision, but not in place yet

Exit pay reform
(a) £95k cap
• Introduced 4 November 2020
• No transition
• All public sector incl councils,
police & fire, academies
• Not colleges or admission
bodies
• Limit size of exit package incl
pension early ret strain cost
• Collides with LGPS Regs
35

(b) Wider LG exit pay reform
• Q1 2021? Not in force yet
• Propose 6 months transition
• All public sector employers …
but only in LGPS
• Forced member choice
between redundancy pay &
immediate full pension
• Addresses £95k cap Regs
collision, but not in place yet

Exit pay reform: what do you need to do?
• If you are not a local authority or academy:

No action

else:

• If no redundancies since 4 Nov 2020:

No action

else:

• If redundancies valued < £95k:
else

• Speak to Fund officers in the first place
36

No action

Thank you

This Powerpoint presentation contains confidential information belonging to Hymans Robertson LLP (HR).
HR are the owner or the licensee of all intellectual property rights in the Powerpoint presentation. All such
rights are reserved. The material and charts included herewith are provided as background information for
illustration purposes only. This Powerpoint presentation is not a definitive analysis of the subjects covered
and should not be regarded as a substitute for specific advice in relation to the matters addressed. It is not
advice and should not be relied upon. This Powerpoint presentation should not be released or otherwise
disclosed to any third party without prior consent from HR. HR accept no liability for errors or omissions or
reliance upon any statement or opinion herein.

March 2021

Economic Update
James Sparshott – Head of Local Authorities

For professional clients only.
Not to be distributed to retail clients.

Legal & General Investment Management does
not provide advice on the suitability of its
products or services

This document is intended for
educational purposes and
should not be relied on for any
other reason

Confidential

Our commitment to serving the LGPS
Working with the Cheshire Pension Fund since 1993
• Largest manager of Local Government Pension Scheme assets
• 61 LGPS clients with £65bn of assets*
• Including £11.9bn of assets for LGPS Central partner funds*
• Focused on investment solutions for LGPS clients
• Growth, income, risk management, ESG, transition management
• Supported by LGPS solutions specialists
• Commitment to the delivering excellent client service to LGPS
• Dedicated Local Authority relationship management team
• Quality Leader in UK Institutional Investment Management by Greenwich Associates

Largest pension fund
manager in the UK

2

Source: LGIM. *As at 31 December 2020

£65bn

8

Assets managed on
behalf of LGPS clients

LGPS Central partner
fund clients

Firm wide
commitment to ESG
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Providing climate leadership for our clients
LGIM is at the forefront of the battle against climate change
Improving market standards

Creating client solutions

•

Consistently ranked as a leader in
industry climate change rankings

•

Climate Impact Pledge since 2017 continuing to push companies

•

Providing low-carbon solutions across
asset classes and investment strategies

•

Setting ambitious targets to embed
sustainability - both L&G Group and LGIM
have committed to net-zero emissions by
2050

•

Working with policy makers and
regulators globally to improve standards

•

Partnering with clients on decarbonisation
objectives, Paris-aligned solutions and
climate / TCFD reporting

•
•

Longstanding investors in renewable
energy, sustainable cities and
disruptive technologies

Proprietary tools - Destination@Risk - to
measure climate risk and portfolio
temperature alignment

“
3

One of the most outspoken fund managers over the climate crisis
The Guardian, 22 Nov 2019

”

CC112332021

Leading by example
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EU’s slow vaccination progress likely to have temporary impact
The UK variant is spreading in Europe, although a severe lockdown is working. The UK is clearly ahead
on vaccinations based on the first-dose strategy, but is predicted to end up in the middle on two doses.
Percentage of population to receive at least one dose
60

Vaccination forecast based on current supply deals
Dec-20

50

Mar-21

Jun-21

United States

Sep-21

13/08/2021

40

United Kingdom

30

23/08/2021

20
European Union

28/08/2021

10

Healthcare and high risk population 1st dose

0
31-Dec-2020

4

31-Jan-2021
World

United States

United Kingdom

Israel

28-Feb-2021
European Union

Source: LGIM, Our World In Data as at 5 March 2021, Airfinity, 2021

Healthcare and high risk population 2nd dose
75% of population 2nd dose
75% of population 1st dose
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Hospitalisations and fatalities are falling with vaccines
Estimates suggest herd immunity in the US and Europe will be achieved by late summer. But more
virulent strains would require higher vaccination levels. Vaccine-resistant strains pose the next tail risk.
UK hospitalisations and fatalities by age group1

Vaccine effectiveness
Approximate
Trial
Candidates

Number
Hospitalised

Number Dead

New Strain Preliminary
Results

Pfizer BioNTech

18,600

0

0

Effective against UK strain

Moderna

15,000

0

0

Effective against UK and SA
strains

Oxford /
AstraZeneca

5,800

0

0

Effective against UK strain
and protects against severe
symptoms of SA strain

Novavax

13,000

0

0

Effective against UK strain
and protects against severe
symptoms of SA strain

Johnson &
Johnson

22,000

0

0

Some efficacy against SA
strain

90 and over
Priority Groups 1-4
53.1% of hospitalisations
81.7% of fatalities

85 to 89
80 to 84
75 to 79
70 to 74
65 to 69

Vaccine Trial

Priority Groups 5-9
28.1% of hospitalisations
16.2% of fatalities

60 to 64
55 to 59
50 to 54
45 to 49
40 to 44
35 to 39
30 to 34
25 to 29
20 to 24
15 to 19
10 to 14
5 to 9
0 to 4
0%

5%

10%
Deaths

20%

25%

30%

Hospitalisations

Only patients with known status 28 days after admission are included (81.8%). The sample contained 28,193 males and 24,563 females. A significant proportion of inhospital deaths occur more than 28 days after admission.
Source: LGIM, UK Government, Goldman Sachs as at 8 February 2020. There is no guarantee that any forecasts made will come to pass.

CC_831_10_2020

1

5

15%
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Recovery is strengthening but some uncertainty remains
There is still a wide range of uncertainty, with risks in both directions. Current lockdowns have little
impact on the longer-term outlook, but vaccines must work for a path to rapid growth and recovery.
Level of global GDP forecasts

115

110

100

95

GDP level, 4Q19 =100

105

90
19

20
80% range

21
50% range

22
Pre-virus baseline

Central scenario

Level of output around 1% below the pre-virus trend by end 2021 and back to trend end 2022

Source: LGIM, as at 1 March 2021. There is no guarantee that any forecasts made will come to pass.

CC_654_8_2020
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US economy reset but stimulus could compress economic cycle
The pandemic has helped reset the US economy. For now, the US appears early cycle; this could
change to mid-cycle by year-end and possibly even late cycle in 2022 if stimulus proves excessive.
US recession indicator heatmap
In order of importance this cycle

1989

2000

2007

1 year before recession

2015

2016

2017

2018

2019

2020

20211

20221

Inflation
Household net lending
Profit margins
Corporate financing gap
Corporate debt servicing
Wages
Household debt servicing
Senior loan officer survey

Excessive investment
Housing
Unemployment
Credit growth
Inventories
Oil prices
Private sector debt levels
Yield Curve
Jobless claims
Output gap
Household net worth to income
Public sector deficit and debt levels

1 Expected

7

year-end

Source: LGIM, Macrobond. As at 10 February 2021.
There is no guarantee that any forecasts made will come to pass.

All fine

Neutral

Watch out
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Inflation battle between economic slack and flow of money
Base effects may push inflation higher in the near term; thereafter it will depend on the rebound utilising
spare capacity versus the flow of money from fiscal stimulus and unwinding household savings.
US Unemployment Rate

US Household Savings Rate (%)

16

40

15

35

14
13

30

Unemployment (%)

12
11

25

10
9

Excess
savings
c. $1.75tn

20

8
7

15

6
5

10

4
3

5

2
1
0
2005

0
Dec-2015
2008

US Unemployment

8

2011

2014

2017

2020

US Non-Temporary Unemployment

LGIM, Bloomberg, as at 6 March 2021. There is no guarantee that any forecasts made will come to pass.

Dec-2016

Dec-2017

Excess Savings
Average Savings Rate

Dec-2018

Dec-2019

Dec-2020

US Personal Savings Rate
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Rising yields could draw the attention of central bankers
The Federal Reserve believes some of the increase in bond yields is justified as it reflects an improving
medium-term outlook. But it is likely to push back against suggestions of near-term rate hikes.
US Nominal, Breakeven and Real Yield
2.5
2.0
1.5
Nominal Yield
+0.68% YTD

Yield (%)

1.0
0.5
0.0
-0.5
Real Yield
+0.45% YTD

-1.0
-1.5
Dec-19

Mar-20

10Y US Nominal Yield

10Y US Breakeven

Sep-20

Dec-20

10Y US Real Yield

Source: LGIM, Bloomberg, as at 8 March 2021. Past performance is not a guide to the future. The value of an investment and any income taken from it is not guaranteed
and can go down as well as up; you may not get back the amount you originally invested.

CC113612021
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Jun-20
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Taper tantrum just one of several higher-growth scenarios
The recent pick-up in yields has prompted debate around a ‘taper tantrum’ reaction in markets, but we
believe this is a contained risk among other higher-growth scenarios with more positive outcomes.
Core Economic Scenarios – Next 12 Months

Economic slack and
productivity gains
absorb demand pickup

Roaring 20s

GROWTH

Taper Tantrum

Fiscal Overflow
Lowflation

Healthy Recovery

Deflationary Slump

INFLATION

10

Source: LGIM, Bloomberg, 26 February 2021. Bubble size represents probability. There is no guarantee that any forecasts made will come to pass.

Inflation drives central
bankers to tighten
conditions and market
panics
Fiscal policy takes
over from monetary
policy and economic
cycle accelerates
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Stalling equity markets hiding a great sector rotation
Alongside the pick-up in yields, optimism around vaccines has led to a reappraisal of sectors, with
pandemic losers such as energy and financial recouping losses while tech stocks reverse.
MSCI World Sector Performance (31/1/20 – 8/3/21)

Global equity benchmark performance
40%

Information Technology

30%
20%

Consumer Discretionary

10%

Materials

0%
-10%

Telecommunication Services

-20%

Health Care

-30%

Industrial

-40%
Jan
20

Feb Mar
20
20

Apr
20

May
20

Jun Jul 20 Aug
20
20

S&P 500

FTSE 100

NIKKEI 225 Index

MSCI EM

Sep
20

Oct
20

Nov
20

Dec
20

Jan
21

Feb Mar
21 21

Consumer Staples

EUROSTOXX 50

Utilities
Financials

Index return over
period 1

S&P 500

FTSE 100

EUROSTOXX
50

1 year

30.8%

6.9%

18.8%

41.2%

32.0%

2 year

44.6%

1.9%

20.1%

42.3%

33.0%

3 year

45.1%

4.5%

18.5%

42.2%

16.3%

4 year

74.4%

7.4%

21.8%

61.0%

55.6%

5 year

113.0%

33.6%

42.6%

88.9%

86.5%

MSCI EM

Real Estate
Energy
-30% -20% -10% 0% 10% 20% 30% 40% 50%
31 Jan '20 -31 Jan '21

1 Feb '21 - 8 Mar' 21

Source: LGIM, Bloomberg, as at 8 March 2021. Past performance is not a guide to the future. The value of an investment and any income taken from it is not guaranteed
and can go down as well as up; you may not get back the amount you originally invested. 1 8 March 2016 to 8 March 2021. Local currency terms.

CC_654_8_2020
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NIKKEI 225
Index
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Our core views
Economic cycle

Slightly positive overall

Coming out of recession often most positive phase of cycle
Vaccines rollout competing with mutating variants
Monetary policy exceptionally easy and fiscal policy support
stabilises the short-term outlook

Valuations
Absolute equity valuations are high but not stretched
But relative valuations remain positive and more relevant
Credit spreads now below average and less attractive

Systemic risk
Troubled relationship between US and China
But Europe’s core more unified and Brexit deal done
Valuations

Coming out of
recession has
historically been most
positive phase of cycle

Relative valuations
now less attractive

Systemic risk

Global debt burden only worrying if inflation re-emerges

Concerns around both
political and credit risk

Asset Allocation Outlook 2021

Source: LGIM. Views current as at 5 March 2021. Forward-looking statements are, by their nature, subject to significant risks and uncertainties and are based on internal
forecasts and assumptions and should not be relied upon.

CC113612021
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Economic cycle

Disclaimers

Disclaimer and important legal notice
The information contained in this document (the ‘Information’) has been prepared
by Legal & General Investment Management Limited, or by Legal and General
Assurance (Pensions Management) Limited and/or their affiliates (‘Legal &
General’, ‘we’ or ‘us’). Such Information is the property and/or confidential
information of Legal & General and may not be disclosed by you to any other
person without the prior written consent of Legal & General.
No party shall have any right of action against Legal & General in relation to the
accuracy or completeness of the Information, or any other written or oral
information made available in connection with this publication. Any investment
advice that we provide to you is based solely on the limited initial information
which you have provided to us. No part of this or any other document or
presentation provided by us shall be deemed to constitute ‘proper advice’ for the
purposes of the Pensions Act 1995 (as amended). Any limited initial advice given
relating to professional services will be further discussed and negotiated in order
to agree formal investment guidelines which will form part of written contractual
terms between the parties.
Past performance is no guarantee of future results. The value of an investment
and any income taken from it is not guaranteed and can go down as well as up,
you may not get back the amount you originally invested.
The Information has been produced for use by a professional investor and their
advisors only. It should not be distributed without our permission.
The risks associated with each fund or investment strategy are set out in this
publication, the relevant prospectus or investment management agreement (as
applicable) and these should be read and understood before making any
investment decisions. A copy of the relevant documentation can be obtained from
your Client Relationship Manager.
Confidentiality and Limitations:
Unless otherwise agreed by Legal & General in writing, the Information in this
document (a) is for information purposes only and we are not soliciting any action
based on it, and (b) is not a recommendation to buy or sell securities or pursue a
particular investment strategy; and (c) is not investment, legal, regulatory or tax
advice. Any trading or investment decisions taken by you should be based on your
own analysis and judgment (and/or that of your professional advisors) and not in
reliance on us or the Information. To the fullest extent permitted by law, we
exclude all representations, warranties, conditions, undertakings and all other
terms of any kind, implied by statute or common law, with respect to the
Information including (without limitation) any representations as to the quality,
suitability, accuracy or completeness of the Information.
Any projections, estimates or forecasts included in the Information (a) shall not
constitute a guarantee of future events, (b) may not consider or reflect all possible
future events or conditions relevant to you (for example, market disruption events);
and (c) may be based on assumptions or simplifications that may not be relevant
to you.

The Information is provided ‘as is' and 'as available’. To the fullest extent
permitted by law, Legal & General accepts no liability to you or any other recipient
of the Information for any loss, damage or cost arising from, or in connection with,
any use or reliance on the Information. Without limiting the generality of the
foregoing, Legal & General does not accept any liability for any indirect, special or
consequential loss howsoever caused and on any theory or liability, whether in
contract or tort (including negligence) or otherwise, even if Legal & General has
been advised of the possibility of such loss.
Third Party Data:
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Where this document contains third party data ('Third Party Data’), we cannot
guarantee the accuracy, completeness or reliability of such Third Party Data and

accept no responsibility or liability whatsoever in respect of such Third Party Data.
Publication, Amendments and Updates:
We are under no obligation to update or amend the Information or correct any
errors in the Information following the date it was delivered to you. Legal &
General reserves the right to update this document and/or the Information at any
time and without notice.
Although the Information contained in this document is believed to be correct as at
the time of printing or publication, no assurance can be given to you that this
document is complete or accurate in the light of information that may become
available after its publication. The Information may not take into account any
relevant events, facts or conditions that have occurred after the publication or
printing of this document.
Telephone Recording
As required under applicable laws Legal & General will record all telephone and
electronic communications and conversations with you that result or may result in
the undertaking of transactions in financial instruments on your behalf. Such
records will be kept for a period of five years (or up to seven years upon request
from the Financial Conduct Authority (or such successor from time to time)) and
will be provided to you upon request.

Legal & General Investment Management Limited. Registered in England and
Wales No. 02091894. Registered Office: One Coleman Street, London, EC2R
5AA. Authorised and regulated by the Financial Conduct Authority, No. 119272.
Legal and General Assurance (Pensions Management) Limited. Registered in
England and Wales No. 01006112. Registered Office: One Coleman Street,
London, EC2R 5AA. Authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation
Authority, No. 202202.
The LGIM Workplace Savings division on behalf of both Legal and General
Assurance Limited. Registered in England and Wales No. 00166055. Authorised
by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. As well as Legal & General
(Portfolio Management Services) Limited. Registered in England and Wales No.
02457525. Authorised and regulated by the Financial Conduct Authority, No.
146786. Registered Offices: One Coleman Street, London, EC2R 5AA.
LGIM: CC15142020

New Employer Flexibilities

Nick Jones
Stakeholder Relations Manager

New Flexibilities
• Review employer contributions outside of the
normal triennial valuation cycle in specified
circumstances
• Spread exit payments for exiting employers
• Set up Deferred Debt Agreements for exiting
employers
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New Flexibilities
•
•
•
•
•

Not mandatory to use new powers
Administering Authority MUST have policy
Published in Funding Strategy Statement
Consult with employers
Consistency and transparency
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Review employer contributions
• Can be:
– Requested by employer (employer funding all
costs) or
– Mandated by Administering Authority

• Reasons for review
– A material change in liabilities arising or likely to
arise
– A change in the employer’s ability to meet their
LGPS obligations
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Material change in liabilities
• NOT:
– Change in asset values or
– wider economic or demographic conditions

• Examples
–
–
–
–

Restructuring
Significant outsourcing or transfer of staff
A bulk transfer into or out of the employer
Other significant changes e.g. redundancies,
significant salary awards, ill health retirements or
large number of withdrawals
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Change in ability to meet LGPS obligations
• Material change in an employer’s immediate
financial strength or longer-term financial
outlook (evidence should be available to justify
this).
• An employer exhibits behaviour that suggests a
change in their ability and/or willingness to pay
contributions
• Provision, amendment, removal or impairment to
any security, bond, guarantee indemnity.
• A change in liabilities
• Change in employer legal status or constitution
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Limitations/restrictions
• Cost of review should not outweigh benefit to the
employer, the Fund and other employers in the
Fund.
• No review if there is negligible increase/decrease
in risk to the Fund and other employers in the
Fund.
• No review if change within 12 months of a new
Rates and Adjustment certificate (Triennial
Valuation)
• One review per employer per 12 months
7

Spread exit payments/Deferred Debt
Agreement
• Default position is for exit payments to be
paid immediately in full
• May be unaffordable
• Traps employer in LGPS
• Liabilities continue to grow
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Spread exit payments/Deferred Debt
Agrrements
• Crystallise the exit debt on the cessation date
but pay it in instalments over an agreed
period like a fixed interest loan (“exit
spreading arrangement”)
• Remain in the fund as an employer with no
active members, and pay contributions which
are revised at each formal valuation (“deferred
debt arrangement”)
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Spread exit payments
• Maximum 5 years
• Interest will be charged
• Employers will need to demonstrate that they are
financially sustainable over the term of the Exit
Spreading Arrangement
• Security must be provided
• All reasonable costs must be met by the
employer
• The arrangement will be formalised in a legally
binding written agreement
10

Deferred Debt Agreement (DDA)
• No crystallisation of debt
• Remain a “deferred” employer in LGPS
• Contribution rates will be reviewed over the term of the DDA
(every 3 years)
• Remain a participating employer
– Continue to be exposed to investment performance
• benefit from better than expected investment returns, which would act to
reduce their debt.
• risk of poor investment returns or increasing liabilities, which would act to
increase their debt.

– Continue to be exposed to the risk of a failure of other employers,
with the associated increase in liabilities.
– Continue to exercise some degree of control over their liabilities, for
example by being involved in ill-health cases from deferred members.
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Deferred Debt Agreement
• Longer term than spreading exit payments
• The DDA will be for a fixed period i.e. it will have a
fixed end date and the funding time horizon will reduce
at each valuation
• Employers will need to demonstrate that they are
financially sustainable over the term of the DDA
• Security must be provided
• All reasonable costs must be met by the employer
• The arrangement will be formalised in a legally binding
written agreement
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Next Steps
• Policy to be signed off by Pensions Committee
• Consult with employers (3 week consultation)

• Consider your response
– Does it affect you?
– Contribution Review – Most employers (except PC/TC pool,
pass through contractors). Councils/Academies??
– Spread exit payments/DDA – not employers who have to
offer LGPS e.g Councils, Police, Fire, Academies, HE/FE
colleges or pass through contactors
13

Any Questions?
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Monthly Interfacing (MI)
Update

Heidi Catherall
Operations Manager

Summary of Employers
Employers

Members

302

Circa 40,800 Totals

228

Circa 30,800 Live on MI

74

Circa 10,000 Not yet Live on
MI

Employers

228 Employers now onboarded onto Monthly
Interfacing – circa 30,800 active members

74 LGS50a requests sent for employers to
provide a full year return for the final time –
circa 10,000 active members

Live Employers

Not Live
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Summary of Employers
• Working with remaining ‘larger’ employers
such as Halton Borough Council, Police and
Fire.
• They will move to MI from April 2021
• HBC - 14 Employers / 4,752 Active members
• Police and Fire – 2,059 Active members
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Key Actions
• Working with employers for go live by 31 March 2021:
– Resolving any data issues
– Providing access to the portal
– Ensuring that files are submitted up to 31 March to create year end
consolidation and CARE pot.

• Liaising with employers who will go live from 1 April 2021 –
following a FINAL LGS50a return
• Continuing to support the employers with onboarding onto MI /
allocating Employee Membership Numbers (EMN’s)
• Any Employers requiring support and do not have a contact
already assigned – please contact the fund via….

cheshirepfinbox@cheshirewestandchester.gov.uk
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Any Questions?
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McCloud
Data Request for Employers

Heidi Catherall
Operations Manager

Data Required
• Part time hours / service breaks
• For all employees
– April 2014 – 31 March 2021 via data request
– April 2021 – 31 March 2022 captured by Monthly
Interfacing

• NB: Council payroll departments will provide
data on behalf of all employers for whom they
provide service
21

Considerations
• Do you have the data?
• Can you extract the data in the format
requested?
• Have you changed payroll provider in the
intervening years / can you access the historic
data?
• Do you have Employee Membership Numbers
(EMN) – vital!
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Next Steps
• Email request to employers by end of March
• Email will contain:
– Data templates
– Guidance document
– FAQ

• Request for data on all employees:
– Bulk reports
– Aggregation cases – avoids future requests
23

Deadline
• Provide data by the end of June 2021
• Please contact the Fund if you cannot meet
this timeframe
• Please contact:
Pensionsystems@cheshirewestandchester.gov.uk
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Any Questions?
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Q AND A
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