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FOREWORD
This Addendum to the Annual Report for 2013-2014 has been produced in response to a
letter dated 18 August 2014 from the Department for Communities and Local
Government. This letter advised that under Regulation 34(3) of the Local Government
Pension Scheme (Administration) Regulations 2008 and Regulation 57(3) of the Local
Government Pension Scheme Regulations 2013, an administering authority is to give
regard to guidance given by the Secretary of State when preparing and publishing their
Pension Fund annual report under these regulations.
Using the Secretary of State’s powers of delegation under paragraph 13 of Schedule 3 to
the Public Service Pensions Act 2013, guidance for the preparation of a pension fund
annual report has been published by CIPFA for the purposes of Regulation 34(3) of the
2008 regulations and Regulation 57(3) of the 2013 Regulations.
In view of the fact that the Annual Report for 2013-2014 had already been prepared
alongside the Statement of Accounts and reviewed by the external auditors, a review of
the Annual Report has been undertaken to ensure compliance with the guidance
provided by CIPFA.
Where the original Annual Report complies with the guidance, reference is made in this
Addendum to the relevant page number in the Annual Report. For a requirement which
was not disclosed in the original Annual Report the page reference is shown as “n/a” and
the additional information is included in this Addendum.
However, there are certain requirements for which the information is not available. Where
this is the case, efforts are being made to ensure that the required information is now
being collated for publication in future Annual Reports.
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A: MANAGEMENT AND FINANCIAL PERFORMANCE
Scheme Management and Advisers
Details are shown on pages 7 & 8 of the Annual Report. Revised information to include addresses of key advisers and service providers:
Investment Advisers

Hymans Investment Consulting
20 Waterloo Street
Glasgow G2 6DB

Investment Managers

Schroders Investment Management Ltd
31 Gresham Street
London EC2V 7QA
Amundi Asset Management
41 Lothbury
London EC2R 7HF

HarbourVest Partners (UK) Ltd
8th Floor
Berkeley Square House
Berkeley Square
London W1J 6DB
Equitix
91 Charterhouse Street
London EC1M 6HR
Skagen Funds
Albemarle House
1 Albemarle Street
London W1S 4HA

Newton Investment Management Ltd
Mellon Financial Centre
160 Queen Victoria Street
London EC4V 4LA

Partners Group (UK) Ltd
14th Floor
Heron Tower
110 Bishopsgate
London EC2N 4AY

M & G Investments
Governor’s House
Laurence Pountney Hill
London EC4R 0HH

UBS Global Asset Management (UK) Ltd
4th Floor
21 Lombard Street
London EC3V 9AH

Adams Street Partners
4th Floor
75 Davies Street
London W1K 5JN
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Custodian

BNY Mellon
One Canada Square
London E14 5AL

Fund Actuary

Hymans Robertson LLP
20 Waterloo Street
Glasgow G2 6DB

AVC Providers

Prudential Assurance Co. Ltd
Laurence Pountney Hill
London EC4R 0HH

Auditors

PricewaterhouseCoopers LLP
2nd Floor
3 St James Court
Whitefriars
Norwich NR3 1RJ

Legal

LGSS Legal Services
Shire Hall
Castle Hill
Cambridge CB3 0AP

Performance

The World Markets Company
525 Ferry Road
Edinburgh
EH5 2AW

Equitable Life
PO Box 177
Walton Street
Aylesbury
Bucks HP21 7YH

Bankers

Barclays Bank Plc
1 Churchill Place
Canary Wharf
London E14 5HP
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Risk management
A summary of the key aspects of risk management within the scheme is reported on pages 9 and 10 of the Annual Report.
The requirements of the revised guidance are addressed as follows:
Summary requirement

How risk management is integrated within the governance
structure.

Annual
Report
Reference
Page No.
9

Additional disclosure

See Annual Report pages 9, Risk Management.

How risks are identified, managed and reviewed.

9

See Annual Report pages 9, Risk Management, in addition to
paragraphs C.5, C.9 and Appendix C of the Statement of
Investment Principles.

A summary of key risks and what actions are being taken to
mitigate those risks.

9

Key risks are summarised on page 9 of the Annual Report and
shown in more detail in the Statement of Investment Principles,
Appendix B.
The nature and extent of risks arising from financial instruments
are analysed in Note 18 to the Statement of Accounts.

The approach taken to manage third party risk such as late
payment of contributions and how assurance is sought over
third party operations - AAF 01/06 and SSAE16 (formerly
SAS70) reports.

n/a

If an employer pays contributions consistently late each month
the employer is contacted and advised that contributions should
be received by the 19th day of the month following the month in
which deduction was made, as per the Pensions Act 1995.

25

A chart showing employer compliance against late payment of
contributions is shown on page 25.
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Summary requirement

Annual
Report
Reference
Page No.
n/a

Additional disclosure

The scheme uses third party providers for investment
management and custodian services. The risk of misstatement or
error in the processes operated by the third parties is mitigated by
reviewing the ISAE3402 service auditors’ assurance reports
provided by the investment managers and the custodian.
An annual performance report is prepared by a third party
monitoring service to review and demonstrate compliance with the
Fund’s policies by investment managers and the custodian. This
report is considered by the Pension Fund Board at the Annual
General Meeting.

How investment risk is managed – appropriate advice
sought.

12

See Annual Report page 12, Investment Asset Allocation and the
role of Fund Managers.
See also Statement of Investment Principles.

Action taken to review performance against the investment
strategy on a regular basis

13, 32-44

See Annual Report page 13, Performance and the See also
Appendix B Statement of Investment Principles,( Section C.9)...
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Financial performance
Summary requirement

In line with the triennial valuation cycle, a three year
forecast of income and expenditure into and out of the Fund
(including administrative costs) in addition to an annual
budget forecast.
Forecasts of less controllable or predictable items such as
transfer values and investment income.

Annual
Report
Reference
Page No.
n/a

n/a

Additional disclosure

See Note 1, below.

The Fund sees no benefit in preparing detailed forecasts of less
controllable or predictable items such as transfer values and
investment income.
In the forecasts below, a constant indicative value has been used
for all future years’ forecasts.

Valuation Year – brief commentary on movement in assets
and liabilities (or cross reference to actuary’s report).

45-47

See Annual Report pages 45-47, Actuarial Reports.

An analysis of the timeliness of the receipt of contributions
(value and percentage, received on or before the due date:
ageing of overdue contributions, etc).

25

£98.0m (98.44%) of contributions by employers were received on
time.

Whether the option to levy interest on overdue contributions
has been exercised and if so, on whom and how much.

n/a

No interest has been levied to date. The option to levy interest will
be reviewed during 2014-15 following the introduction of an
improved contribution monitoring system.

Budget v. outturn report on the administrative costs of the
Fund during the year, including investment management
expenses.

n/a

See Note 2, below
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Summary requirement

Forecast v outturn report on the Fund cash flows and asset
values.

Annual
Report
Reference
Page No.
n/a

Additional disclosure

See Note 3,below

5 year analysis of pension overpayments, recoveries and
any amounts written off.

n/a

The 5 year analysis of overpayments, recoveries and amounts
written off is not currently available.

Results of participation in National Fraud Initiative
exercises.

n/a

The Fund participated in the 2012-13 National Fraud initiative.
Work on investigating data matches identified by this exercise
continued during 2013-14. No significant issues were identified.
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Notes
1

Three year forecast of income and expenditure into and out of the Fund.
2013-14
Estimated
Outturn
£000

2013-14
Final
Outturn
£000

2014-15
Estimate

£000

2015-16
Estimate

2016-17
Estimate

£000

£000

Contributions (see * below)
Transfers in from other Pension Funds

(104,150)
(4,200)

(99,575)
(4,249)

(107,300)
(6,000)

(110,500)
(6,000)

(113,800)
(6,000)

TOTAL INCOME

(108,350)

(103,824)

(113,300)

(116,500)

(119,800)

Benefits payable (see ** below)
Payments to and on account of leavers
Administration Expenses (see Note 2 below)

82,150
6,250
2,780

87,599
5,514
2,652

85,450
6,000
3,030

88,850
6,000
2,980

92,400
6,000
2,980

TOTAL EXPENDITURE

91,180

95,765

94,480

97,830

101,380

Net additions from dealing with members

(17,170)

(8,059)

(18,820)

(18,670)

(18,420)

Returns on investments:
Investment income
Taxes on income

(31,084)
1,899

(36,504)
1,803

(33,000)
1,800

(33,000)
1,800

(33,000)
1,800

Profit and losses on disposal of investments and changes in the
market value of investments
Investment expenses

(218,052)

(115,628)

(85,000)

(85,000)

(85,000)

4,090

4,070

4,070

Net return on investments

(244,928)

(145,760)

(112,110)

(112,130)

(112,130)

Net increase in the net assets available for benefits during the
year

(262,098)

(153,819)

(130,930)

(130,800)

(130,550)

2,309
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4,569

*
The shortfall in actual Contributions in 2013-14 compared to the estimated outturn arose from an inflated base used to calculate the
estimate which reflected the abnormal level of pension strain contributions received in 2011-12 and 2012-13 which did not recur in 2013-14.
**
The adverse variance in Benefit Payments in 2013-14 compared to estimate reflects a correction to ledger reporting subsequent to
preparation of the estimate to remap an income account to contributions that was previously netted against benefits.

2

Budget v outturn report on the administrative costs and investment support costs of the Fund

Administration Expenses

2013-14
Estimated
Outturn

2013-14
Final
Outturn

2013-14
Variance

£000
£000
£000
Pension Service costs
1,650
1,472
(178)
County Council recharges
730
733
3
Direct Fund recharges
400
447
47
Total
2,780
2,652
(128)
The variance in Pension Service costs in 2013-14 compared to estimate reflects staffing vacancies pending completion of recruitment, following
reconfiguration of the service. .
Investment support costs (included
in Investment Expenses)

2013-14
Estimated
Outturn

2013-14
Final
Outturn

2013-14
Variance

£000
£000
£000
Investment support costs
360
554
194
The increase in investment support costs in 2013-14 compared to estimate is due to the utilisation of additional consultancy services by the
Fund as part of its review of asset allocation strategy.
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3

Fund cash flow and asset movements
2013-14
Estimated
Outturn
£'000

2013-14
Final
Outturn

Comments

£'000

Cash flows
Fund surplus cash from dealings with members
Returns on investments

17,170
244,928

8,059
145,760

Net increase in the net assets available for benefits during the year

262,098

153,819

703,467
869,170
132,546
129,218
42,647
2,438
1,879,486

745,800
955,205
146,164
138,312
47,259
440
2,033,180

Assets held
Equities – directly held
Pooled investments
Pooled property investments
Private equity/infrastructure
Cash deposits
Other
Net investment assets
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See comments under Note 1, above.
The two years have seen the Fund
benefit from a strong recovery in
global markets.

All asset classes have seen an
increase in market values in 2013-14
reflected in the returns on
investments shown above.

Administrative Management Performance
Summary requirement

KPIs – number and trend of the top 10 cases.

Annual
Report
Reference
Page No.
n/a

Percentage completed on time against targets.

n/a

Trends and performance against targets for satisfaction
levels of employers and members.

n/a

Number of complaints and the % against total workload.

n/a

Unit costs per member (including and excluding investment
manager expenses).

n/a

Benchmarking of unit costs against appropriate
comparators (via either a formal benchmarking process or
informal peer comparison).

n/a

Staff numbers and trends, staff to Fund member ratios,
average cases per member of staff.

23

Membership numbers and trends, including numbers and
trends of contributors, deferred members, pensioner
members and dependants.

Additional disclosure

The Fund has been developing a series of administrative KPIs
which will be implemented from 1 April 2014.

Administrative unit cost per member excluding investment
management expenses was £22.62 compared to a benchmark
cost for other LGPS funds of £20.75 (source: CIPFA
Benchmarking Club 2014 Final Report).
See further analysis in Note 4, below.

26-29

In 2013-14 the average staff to member ratio was one full-time
member of staff to 3,447 Fund members and the number of cases
per full-time member of staff was 293.1.
See Annual Report pages 26-29, Management Performance.
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Summary requirement

A 5 year analysis of the Fund’s membership data (active,
deferred, pensioner and undecided leavers (i.e. those
members who are no longer accruing service and to whom
a refund of contributions or transfer out may be due).

A list of contributing employers and the amount of
contributions received from each during the year (split by
employee and employer).

Annual
Report
Reference
Page No.
26-29

Additional disclosure

See Annual Report pages 26-29, Management Performance.
The Fund has not historically collated statistics for leavers who
have left relevant employment, but have not confirmed how their
contributions should be treated. This data will be collated for
reporting in future years.

n/a

See Note 5, below.
The names of some employers in the listing differ from the names
shown on pages 30 and 31 of the Annual Report. This is due to
the misalignment of naming conventions used in internal systems
arising from a legacy of employers requesting to be addressed
differently to their official registered name.

Notes
4

Administrative unit cost per member

Direct Costs
Indirect Costs
Outsourcing contract costs
Income (Total)
Total Cost per Member

Fund
£ per member
18.62
5.98
n/a
(1.98)
22.62

Benchmarking
Group average
£ per member
14.29
5.90
13.53
(0.27)
20.75
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5

Contributing employers and contributions received

Employer

Abbey College Academy
Action for Children
ADEC (Arts Development in East
Cambridgeshire)
Advanced Cleaning Services - Burwell School
Advanced Cleaning Services - Weatheralls
School
Alderman Jacobs School Academy
All Saints Inter Church VA Primary School
(Academy)
Apollo Property Services Group Limited
Allied Publishing Services Limited
Arthur Mellows Village College
Avocet Cleaning Services Ltd
Balfour Beatty Plc
Bassingbourn Village College Academy
Bishop Creighton Academy
Bottisham Village Academy
Bourn Church of England Primary
Brampton Infant School
Bretton Parish Council
Buckden Church of England School Academy
Burnt Fen Internal Drainage Board
Burrowmoor Primary Academy
Burwell Parish Council
Bury Church of England School
Caldecot Parish Council
Cambourne Parish Council
Cambourne Village College Academy
Cambridge City Primary Care Trust
Cambridge Meridian Academies Trust
Cambridge Regional College
Cambridge Sports Lake Trust
Cambridgeshire College of Arts and Technology
Cambridgeshire County Council
Cambridgeshire Community Services Trust
Cambridgeshire Fire Authority
Cambridgeshire Institute Of Education
Cambridgeshire Police Authority
Cambridgeshire Society Mental Health Children
Cater Link Ltd
Chatteris Town Council
Chesterton Community College Academy
Chesterton Primary Academy
Cheveley Parish Council
Circle Anglia Limited
City of Cambridge Council
City Of Ely Council

Employees’
Contributions
£
63,970
24,042
4,871

Employers’
Contributions
£
297,725
73,235
19,261

Combined
Total
£
361,695
97,277
24,131

910
159

1,772
560

2,682
719

21,934
10,043

79,728
32,943

101,662
42,987

31,974
33
72,138
951
4,576
25,039
12,610
74,191
8,679
2,008
13,149
1,067
23,265
1,541
4,350
133
8,645
5,818
501,295
7,427,838
131,618
334,331
1,562,050
3,716
4,602
1,610
53,130
2,312
1,137
8,517
1,618,735
8,391

80,672
112
234,989
2,781
15,234
103,648
38,444
154,439
34,036
1,681
8,957
56,554
5,243
77,688
6,788
17,473
850
34,399
18,766
8,131
4,240
1,571,702
24,110
3,354
23,096,947
458,259
894,380
829
5,073,700
9,995
16,951
7,377
169,706
7,189
5,357
73,623
4,903,388
28,219

112,646
145
307,127
3,732
19,811
128,687
51,054
228,630
42,715
1,681
10,964
69,703
6,310
100,953
8,329
21,823
982
43,044
24,584
8,131
4,240
2,072,997
24,110
3,354
30,524,785
589,877
1,228,711
829
6,635,750
13,711
21,553
8,987
222,836
9,500
6,493
82,140
6,522,123
36,610

Page 15 of 129

Employer

City of Peterborough Academy
City of Peterborough Special School (Academy)
Colville Primary
Comberton Village College Academy
Commissions East Limited
Compass Contract Services
Conservators of the River Cam
Cottenham Village College Academy
Cromwell Community College (Academy)
Cross Keys Housing Association
Crosshall Infant School Academy Trust
Crosshall Junior School Academy Trust
Cucina Ltd
Deacons School
Dell Corporation Ltd
Drinksense
East of England Local Government Association
East Cambridgeshire District Council
Easy Clean Contractors Ltd
Ecovert FM Ltd
Edwards & Blake (Burwell School)
Elior UK
Ely College
Enterprise Management Services Limited
Ernulf Academy
Etheldred House
Excelcare
Eye Parish Council
Farcet Parish Council
Feldale Internal Drainage Board
Fenland District Council
Friends Therapeutic Community
Fulbridge Academy
Gamlingay Parish Council
Godmanchester Primary School (Academy)
Greenwich Leisure
Great Staughton Academy
Haddenham Internal Drainage Board
Haddenham Parish Council
Hatton Park School
Health Authority
Hemingford Grey Parish Council
Highfield School
Highlees Primary Academy
Hills Road 6th Form College
Hinchingbrooke School Academy
Histon & Impington Infant School
Histon & Impington Junior School
Histon & Impington Parish Council

Employees’
Contributions
£
1,924
17,154
114,335
3,378
8,680
51,913
48,697
201,867
24,787
19,628
686
10,138
3,317
31,777
303,082
264
7,587
106
1,042
59,801
257,071
49,133
726
16,301
426
791
71
568,135
77,522
64,216
5,115
16,795
7,061
1,069
1,172
1,165
7,598
1,318
49,744
13,330
100,457
89,378
10,642
12,818
5,262
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Employers’
Contributions
£
6,224
51,500
12,108
366,320
21,571
22,256
31,455
235,337
157,111
908,594
75,264
76,261
2,382
3,620
28,454
11,148
102,187
905,612
910
31,383
269
3,689
244,654
871,891
167,497
2,427
239,158
2,094
3,619
348
1,540,558
215,160
182,976
22,831
55,279
27,686
3,498
5,761
5,199
24,671
128,977
6,160
165,290
39,512
285,867
343,536
35,318
42,346
24,791

Combined
Total
£
8,147
68,655
12,108
480,655
21,571
25,634
40,135
287,250
205,808
1,110,462
100,050
95,889
3,068
3,620
38,592
14,464
133,964
1,208,694
1,174
38,970
375
4,731
304,455
1,128,961
216,630
3,153
255,458
2,520
4,410
419
2,108,693
292,682
247,192
27,945
72,074
34,747
4,567
6,933
6,364
32,269
128,977
7,478
215,034
52,842
386,324
432,914
45,960
55,164
30,053

Employer

Holmewood Internal Drainage Board
Home Close
Home Meadow
Homerton College Cambridge
Huntingdon & Godmanchester Council
Huntingdon District Council
Huntingdonshire College
Impington Village College
Inclusion Ltd
Innovate Services Ltd
Isle College
Kelsey Kerridge
Kennett Primary School (Academy)
Kimbolton & Stonely Parish Council
Kimbolton Primary Academy
Kimbolton School
King’s School Academy
King’s School Peterborough (pre Academy)
Leverington Primary Academy
Linton Parish Council
Linton Village College Academy
Little Downham Parish Council
Little Paxton Parish Council
Littleport & Downham Internal Drainage Board
Littleport Parish Council
Local Valuation Panel
Long Road 6th Form College
Longsands College Academy
Longthorpe Primary School
Luminus Group
Lunchtime UK Ltd
M & B Caterers
Magistrates Court Committee
Matley Primary Academy
Mears Group
Mears Ltd (SCDC)
Melbourn Village College Academy
Melbourn Village College Sports Centre
Mepal Parish Council
Metropolitan Support Trust
Middle Fen & Mere Internal Drainage Board
Middle Level Commissioners
Middlefield Primary School (Academy)
MITIE Facilities Management
Murrow Primary Academy
Museum Document Association
National Care Standards Commission
Neale Wade Community College
Nene Infants Academy

Employees’
Contributions
£
204
1,845
117,918
14,874
948,794
125,601
94,972
3,415
449
17,555
3,493
611
940
53,521
67,517
10,098
1,391
49,534
1,660
1,905
4,763
57,057
56,831
17,768
115,472
3,403
1,018
7,307
84,594
22,715
26,955
405
42
955
10,333
68,179
15,129
1,826
4,595
11,821
31,161
83,184
14,120
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Employers’
Contributions
£
936
22,999
44,000
327,979
67,947
3,540,549
442,309
354,165
11,537
1,743
3,642
60,998
11,193
2,816
3,089
206,131
190,684
3,874
31,772
6,152
145,344
7,406
8,831
22,552
895
5,339
271,445
232,930
575,466
11,754
2,009
29,452
21,594
143,148
176,571
107,859
1,973
189
1,257
44,338
284,667
49,179
7,328
14,991
44,165
77,330
268,461
45,947

Combined
Total
£
1,141
24,844
44,000
445,896
82,821
4,489,343
567,910
449,137
14,952
2,192
3,642
78,553
14,686
3,426
4,028
259,652
258,201
3,874
41,870
7,542
194,878
9,066
10,736
27,315
895
5,339
328,502
289,761
17,768
690,937
15,157
3,026
29,452
28,901
227,742
199,286
134,814
2,378
231
2,212
54,671
352,846
64,308
9,154
19,586
55,986
108,491
351,645
60,067

Employer

Nene Park Academy
New Road Primary Academy
Newborough Parish Council
North Cambridge Academy
North Level Commissioners
North Peterborough Primary Care Trust
Old West Internal Drainage Board
Ormiston Bushfield Academy
Orton Waterville Parish Council
Oxford Archaeology (East)
Pabulum Catering Ltd (Cottenham School)
Pabulum Limited
Park Lane Primary Academy & Nursery
Parkside Federation Academy
Peterborough Council for Voluntary Services
Peckover Primary School (Academy)
Perse School For Girls
Peterborough College of Adult Education
Peterborough Cultural and Leisure Trust Vivacity
Peterborough City Council
Peterborough Regional College
Probation Committee
Ramnoth Junior Academy
Roddons Housing Association
Round House Primary School
Sanctuary Housing
Sawston Parish Council
Sawston Village College Academy
Sawtry Community College Academy
Serco Peterborough
Serco Cambridge
Shade Primary School
Sir Harry Smith Community College (Academy)
Skanska
Soham Parish Council
Soham Village College Academy
South Cambridgeshire District Council
Sport & Leisure Management
Spurgeons
St Bedes School (Academy)
St Columba Centre
St Ives Town Council
St Ivo School Academy
St John Fisher School
St John's Academy (Stanground)
St Neots Town Council
St Peter’s School (Pre Academy)
St Peter’s School Academy

Employees’
Contributions
£
39,955
1,364
854
16,737
31,503
9,758
1,067
65,976
847
48,400
1,863
4,553
5,780
62,003
1,413
18,313
39,670
75,874
87,573

Employers’
Contributions
£
145,898
4,403
3,809
52,789
149,962
27,189
5,243
201,274
4,066
115,761
9,314
18,244
18,844
177,106
5,028
59,304
69,832
232,352
298,848

Combined
Total
£
185,853
5,766
4,663
69,527
181,465
36,947
6,310
267,250
4,913
164,160
11,177
22,797
24,624
239,109
6,441
77,617
109,502
308,226
386,421

3,411,591
268,382
378,833
6,579
60,611
6,286
73,359
2,611
63,724
33,263
288,106
43,093
1,802
43,960
13,591
1,896
53,387
929,278
6,509
12,965
34,388
3,285
11,795
74,747
47,585
5,513
9,660
51,407

11,458,057
760,701
1,201,461
21,709
228,979
21,131
332,147
12,383
214,985
138,784
869,859
106,754
5,863
143,568
51,619
9,322
191,750
2,445,497
21,047
51,649
109,487
11,866
52,678
291,271
138,236
16,046
48,724
623
299,821

14,869,648
1,029,083
1,580,294
28,288
289,590
27,417
405,506
14,994
278,709
172,048
1,157,966
149,846
7,665
187,528
65,209
11,218
245,137
3,374,775
27,556
64,613
143,875
15,151
64,472
366,018
185,821
21,558
58,384
623
351,229
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Employer

Stanground Academy
Stanground College (Pre Academy)
Sutton Parish Council
Swaffham Internal Drainage Board
Swavesey Parish Council
Swavesey Village College Academy
Taylor Shaw Ltd
The Centre School Academy
The Voyager Academy
Thomas Clarkson Community College Academy
Thomas Deacon Academy
Thorndown Community Primary School
Thorney Parish Council
Thorokleen Trading Limited
Tydd St Giles Parish Council
Waterbeach Level Internal Drainage Board
Waterbeach Parish Council
Welland Primary Academy
Whittlesey Internal Drainage Board
Wimblington Parish Council
Winhills Primary School (Academy)
Wisbech & Fenland Museum
Wisbech Grammar School
Wisbech Town Council
Witcham Parish Council
Witchford Village College Academy
Yaxley Parish Council
Grand Total

Employees’
Contributions
£
57,843
2,072
1,079
1,041
65,436
2,069
1,985
93,011
66,601
126,902
9,095
2,018
550
222
1,692
1,335
12,604
3,118
509
17,280
1,143
6,151
3,287
67
54,020
7,466
23,489,092

Page 19 of 129

Employers’
Contributions
£
172,765
979
8,836
5,302
4,645
240,174
6,955
5,288
264,577
210,847
435,297
30,124
9,376
1,761
989
7,548
6,566
37,153
13,700
2,272
56,565
4,678
21,811
14,790
300
198,850
35,676
76,086,236

Combined
Total
£
230,608
979
10,908
6,380
5,686
305,609
9,024
7,273
357,587
277,448
562,200
39,219
11,394
2,311
1,211
9,240
7,901
49,757
16,818
2,781
73,845
5,820
27,962
18,077
367
252,870
43,142
99,575,328

B: INVESTMENT POLICY AND PERFORMANCE REPORT
Summary requirement

Demonstrate how the investment strategy has been put into
practice during the year and how it links to the Statement of
Investment Principles.

Planned asset allocation should be stated along with the
actual asset allocation for the beginning and end of the
financial year. Explain significant differences. Asset
allocations should be split by major asset classes in line
with the categories in the financial statements.

Annual
Report
Reference
Page No.
12 and 38
to 41

32-37-

Additional disclosure

See Annual Report page 12, Management of Investments.
In accordance with the principles set out in the Statement of
Investment Principles, following the completion of the 2013
actuarial valuation, the Fund performed a detailed asset allocation
review. See Annual Report page 38 to41, Investment Strategy.
See Annual Report pages 32-37, Investment Policy and
Performance Report.
A review of this section will be undertaken for the 2014-15 Annual
Report in line with recent guidance.

Investment performance should be disclosed for each
investment class and fund manager against the
benchmarks set for one, three and ten years.

42

The Fund’s responsible investment policies and any ESG
issues should be disclosed along with voting arrangements
and other initiatives such as engagement with companies
and any collaborative ventures with other funds.

n/a

Performance for one and three years is disclosed in the Annual
Report.
The only investment mandate in place for the complete ten year
period is the Schroders Multi Asset mandate. The ten year return
is 9.8% compared to a benchmark return of 7.9%.
See the Statement of Investment Principles: section C.10
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Summary requirement

Outline the Fund’s approach to the UK Stewardship Code.

Annual
Report
Reference
Page No.
n/a

Additional disclosure

See Appendix B,the Statement of Investment Principles: Section
(C.10.4 and Appendix D)

List any bodies that the Fund is a member, subscriber or
signatory (NPAF, LAPFF, IKSIF, UNPRI).

n/a

See Appendix B,the Statement of Investment Principles (Section
C.10.5)

Record where and how voting rights have been exercised.

n/a

See Appendix B, the Statement of Investment Principles((Section
C.10.6). The Fund’s new Custodian will be collating this data
going forward.

Where a commitment to responsible investment is stated,
what actions have been taken to pursue these aims?

n/a

See Appendix B,the Statement of Investment Principles
(Section C.10.3 – C3.8)

What actions the Fund has taken to demonstrate
compliance with the Myners principles.

n/a

See Note 6, below.

Detail investment administration and custody and who looks
after which part of the portfolio.

8, 13

Commentary on any matters relating to the implementation
and application of the funding strategy statement, including:

n/a

Implementation of any contribution increases

BNY Mellon is the appointed Global Custodian for the whole
portfolio.

Contribution increases for the year have been implemented in
accordance with the Statement to the Rates and Adjustments
Certificate attached to the 2010 Funding Valuation.

Management of admitted bodies
Any bonds or any other secured funding arrangements
entered into.

New Admitted bodies have been treated as set out in the Funding
Strategy Statement. During the year 4 new bonds were put in
place as security for employers’ contributions.
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Notes
6

Myners’ Principles
The Myners’ Principles are a set of principles for good investment governance which were originally created in 2001 and subsequently
updated in 2008. Local government pension funds are required to produce a statement in their annual report regarding compliance with
these Principles on a ‘comply or explain’ basis. The Myners’ Principles are:
Principle

Evidence of compliance

1

Administering authorities should ensure that:

The Pension Fund Board meets on a quarterly basis and is the
main committee for the Fund addressing strategic and policy
matters.

•

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

•

•

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

The Pension Fund Board is supported by the Investment Sub
Committee - formed to specifically implement Investment and
funding strategy. They consider the Fund’s strategic asset
allocation following the results of the triennial actuarial
valuation.

•

The Investment Sub Committee has appointed suitably
qualified investment managers to manage the investments of
the Fund on their behalf.

•

The Fund takes advice from its appointed professional
investment consultants who attend the quarterly Investment
Sub Committee meetings. This is in addition to the advice
received from the Fund’s actuary.

•

A formal training programme, in accordance with the
requirements of the CIPFA Knowledge and Skills Framework,
has been implemented to support informed decision making.
Compliance with the Fund’s Skills and Knowledge Framework
is reported in the Business Plan when appropriate.

Effective Decision Making
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Principle

Evidence of compliance

2

Clear Objectives

•

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

The overall Fund objective is directly linked to the risks and returns
outlined in the Actuary’s report, with the expected return on
investments contained within the Statement of Investment
Principles.

3

Risk and Liabilities

•

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

•

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

•

The Fund’s strategic asset allocation is specifically designed
to achieve the Fund objective. Specific asset allocation
weightings are detailed in the Statement of Investment
Principles.

•

In determining the Fund’s asset allocation, the Pension Fund
Board and Investment Sub Committee consider all asset
classes in terms of their suitability and diversification benefits.

The overall risk for any pension scheme is that its assets will be
insufficient to meet its liabilities. The risk is negligible for Local
Authority Funds as these are assessed on an actuarial basis every
3 years (Fund Valuation) and contribution rates are adjusted to
ensure solvency.
•

The Funding Strategy Statement specifically addresses
employer issues. See Appendix A, Funding Strategy
Statement.

•

The Fund is subject to actuarial review every three years. The
Fund’s position is based on the market values of the assets at
the time of the review. The Fund’s actuary calculates the
contributions required from employing authorities to ensure
the solvency of the Fund.

•

The Fund is managed in a way that is designed to control and
mitigate against specific investment risk.
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Principle

Evidence of compliance

4

Performance Assessment

•

Arrangements should be in place for the formal
measurement of performance of the investments,
investment managers and advisors.
Administering Authorities should also periodically make a
formal assessment of their own effectiveness as a
decision making body and report on this to scheme
members.

•

•

Further Asset Liability Studies will be undertaken to help the
Pension Fund Board and Investment Sub Committee
determine, from time to time, appropriate asset allocation
ranges. The aim of these is to ensure that the Fund’s assets
are prudently spread across different asset types and
markets. As the Fund’s liabilities are based in sterling, the
majority of the Fund’s assets are likely to be sterling
denominated. The asset allocation will be formally reviewed
following the triennial valuation, and at other times as
required.

•

The Fund will normally hold a large proportion of its assets in
equities, which are considered to be the most appropriate
match with the Fund’s liabilities. Over the long term, they
should provide a hedge against inflation and grow in line with
the underlying economy. To minimise the risks associated
with this policy, a broadly based portfolio of stocks is held,
spread across different countries and different industrial
sectors.

•

The Fund monitors manager performance, through quarterly
performance monitoring from WM Company (the Fund’s
performance reporter) and meeting with managers at
quarterly Investment Sub Committee and interim manager
review meetings to discuss performance relative to their
benchmark and longer term objectives. Additionally WM
Company and the Fund’s Investment Consultant, Mercer
Limited, report on Fund performance annually at the Pension
Fund Board and Investment Sub Committee.

•

There is a regular review (at least biennially) of the effective
working of the Pension Fund Board and Investment Sub
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Principle

Evidence of compliance
Committee, the results of which are reported back to the
Pension Fund Board.

5

Responsible Ownership

Administering authorities should:

The Fund has a clear policy regarding Responsible Investment
(section C.10 of the Statement of Investment Principles) and will
exercise its ownership responsibilities by:

•

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

•

Ensuring that all investment management agreements clearly
set out the Fund’s expectations regarding the consideration of
ESG issues.

•

include a statement of their policy on responsible
ownership in the Statement of Investment Principles

•

Monitoring the Fund’s investment managers annually to
determine the extent to which our expectations are being met.

•

report periodically to scheme members on the discharge
of such responsibilities.

•

The Fund’s investment managers exercise voting rights and
undertake engagement in accordance with their own
corporate governance policies, including escalation
procedures to protect investment value. Each manager’s
policy is expected to be provided to the Fund and is reviewed
by the Investment Sub Committee as part of the Fund’s
manager monitoring processes.
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Principle

Evidence of compliance

6

The following documents are published on the Pension Fund’s
website:

Transparency and Reporting

Administering Authorities should:
•

•

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

•

Pension Fund Annual Report and Statement of Accounts.

•

Statement of Investment Principles

•

Governance Policy & Compliance Statement

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

•

Funding Strategy Statement

•

Administration Strategy

•

Communications Strategy

•

Cash Management Strategy

•

Administering Authority Discretions

•

Actuary Valuation Report

Pension Fund Board and Investment Sub Committee Agendas and
Minutes are available on the Cambridgeshire County Council’s
website.
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C: SCHEME ADMINISTRATION REPORT
Summary requirement

Broad outline of the arrangements for scheme member
administration, pensioner administration, arrangements for
gathering assurance over the effective and efficient
operation of these operations.
Outline the Fund’s internal dispute resolution process
including an analysis of new dispute cases raised during the
reporting period and their resolutions.

Annual
Report
Reference
Page No.
23-24

n/a

Additional disclosure

The LGSS Pension Service, a shared service arrangement of the
Cambridgeshire County Council and Northamptonshire County
Council, provides scheme member and pensioner administration
services.
Safeguards for scheme members are contained within the LGPS
Regulations, which contain comprehensive complaints and
disputes procedures. Members are able to seek redress through
the Internal Disputes Resolution Procedure which allows access
to a two stage procedure in an attempt to bring a solution to any
dispute. If the member or former member is still unhappy with the
decision reached at stage two there is the right for the
complainant to then lodge their grievance with the Pensions
Ombudsman. At any stage a Scheme member has the right to
direct their complaint to The Pensions Advisory Service (TPAS).
There was one non-ill health appeal in progress at the start of the
year and three new cases during the year. One case was upheld
and one case not upheld at the first stage and a further case not
upheld at the second stage.
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D: ACTUARIAL REPORT ON FUNDS
Summary requirement

Annual
Report
Reference

Additional disclosure

Page No.
45-47

See Annual Report pages 45-47, Actuarial Reports.

Executive summary of the last triennial valuation report and
where the full version of the actuarial report can be found.

n/a

The executive summary is shown in Note 7, below.

Results of any interim valuation.

n/a

Statement by the actuary of the level of funding of the
Pension Fund as reported at the last valuation.

The result of the latest triennial valuation can be found on our
website. http://pensions.cambridgeshire.gov.uk/wpcontent/uploads/2014/04/140331-Cambridgeshire-2013-FinalValuation-Reportpdf-2.pdf
The Fund does not undertake formal interim valuations. However,
it receives quarterly funding updates based upon the latest
triennial valuation funding data. This is reported to the Investment
Sub Committee quarterly.
As at 31 March 2014 the funding level has increased to 77.7%.
This is largely as a result of an increase in bond yields, and
subsequent higher discount rate, which places a lower value on
the Fund’s liabilities. This has been partially offset by an increase
in expected future inflation. Asset performance has also been
higher than expected, which also acts to reduce the deficit.

Page 28 of 129

Summary requirement

Results of any monitoring of key variables such as longevity
experience, ill health retirements and use of discretionary
powers impacting on the Fund’s solvency.

Annual
Report
Reference
Page No.
n/a

Additional disclosure

The key demographic assumptions are formally reviewed with the
actuary at the start of each triennial valuation and any changes
reflected in the valuation results. The assumptions used in the
latest valuation are set out in Appendix E of the Funding Strategy
Statement.
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Notes
7

Executive summary of the last triennial valuation report

Page 30 of 129

E: GOVERNANCE COMPLIANCE STATEMENT
Summary requirement

Governance Compliance Statement

Annual
Report
Reference
Page No.
14

Additional disclosure

See Annual Report page 14, Governance Policy and Compliance
Statement and Appendix CX of this Addendum Report.
An electronic copy of the Governance Policy and Compliance
Statement which can be found on the Fund’s website:
http://pensions.cambridgeshire.gov.uk/index.php/governance2/ke
y-documents/
The key features are described below.

An outline of the governance structure and the roles and
responsibilities of each element within the structure
(including whether the element is executive or advisory) –
pensions board and sub committees.

11

The Cambridgeshire County Council has established a Pension
Fund Board and Investment Sub-Committee having strategic and
operational investment decision making powers, respectively.
Membership of both bodies consist of elected, non-elected and
scheme member representatives. All members of the Investment
Sub Committee sit on the Pension Fund Board.
The Pension Fund Board’s business covers all Fund matters with
the exception of investment issues, which is delegated to the
Investment Sub Committee.
Officers who work in Pension Services or the Investment Team
support Pension Fund Board and Investment Sub Committee
meetings as required.
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Summary requirement

Membership of the pensions board and sub committee
within a matrix showing for each member;

Annual
Report
Reference
Page No.
11

Additional disclosure

Details of membership, attendance and training are shown in Note
8, below. All members have equal voting rights.

Voting rights
Attendance at meetings
Training received during the reporting period
Policy and processes for managing any conflict of interest.

n/a

At the start of Pension Fund Board and Investment Sub
Committee meetings, members are invited to declare any
interests in any items to be discussed on the agenda.
Elected members of the County Council need only declare the
existence of any interest if that interest is not already listed in their
register of Members’ interests.
Members of the Pension Fund Board and Investment Sub
Committee need to consider whether any of the matters for
discussion and/or decision conflict with their own interests.
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Notes
8

The Pension Fund Board (Pension Fund Board) consists of 11 members. The Investment Sub Committee comprises 7 members drawn
from the Pension Fund Board which will include the Chairman and Vice Chairman of the Pension Fund Board. The Pension Fund
Board may appoint substitute members to the Investment Sub Committee.
Number of
meetings
attended
(max 6)

County Council Members

District/Borough Councils’
Representatives
Universities and Colleges
Representative
Other Employers’ Representatives

Employees’ Representatives

Cllr S Count (Chairman)

6

Number of
Investment
Sub
Committee
meetings
attended
(max 4)
3

Cllr P Ashcroft

5

4

Cllr R Hickford

6

3

Cllr M Leeke

6

4

Cllr J Reynolds

4

1

Cllr A. Walsh
Cllr N Guyatt from Dec 2013
Vacant

4
1

n/a
n/a

David Brooks

3

n/a

Cllr D Seaton

3

4

M Pink - active

3

1

J Walker - deferred/pensioners

6

4

Vacant
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Training –
participation in
CIPFA Skills and
Knowledge
Programme

F: FUND ACCOUNT, NET ASSETS STATEMENT AND NOTES
The Fund Account, Net Asset Statement and Notes are presented in the Statement of Accounts attached to the Annual Report on pages 48 to
83.
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G: PENSIONS ADMINISTRATION STRATEGY REPORT
Summary requirement

Describe the service standards agreed in any service level
agreements with Fund employers and report performance
against the standards by employer. E.g.
The provision of named pension contacts for the employer
The provision of an employer discretions policy document
Submission of statements of compliance regarding the
administration of the scheme within the employer
Timeliness of data submissions by the employer
Timeliness of employer responses to Fund enquiries

Annual
Report
Reference
Page No.
17

Additional disclosure

The Cambridgeshire Pension Fund and Northamptonshire
Pension Fund’s have approved a Joint Administration Strategy,
which sets out the quality and timeliness standards expected to
be met by both LGSS and employers and can be found at:
http://pensions.cambridgeshire.gov.uk/index.php/governance2/ke
y-documents/
LGSS holds regular employer forum events to communicate the
performance against agreed standards. Examples of KPIs
currently measured are:
The provision of named pension contacts for the employer – a
named representative to be confirmed within 30 working days of
employer joining Fund or change to nominated representative KPI 100% - This has been fully achieved.
Employers must have published Employer Discretions, accessible
to all employees and copy provided to LGSS Pensions Service.
To be published and provided to LGSS within 30 days of approval
– KPI 100%. None received.
Accurate employer year end information must be provided for all
Scheme members by 30 April following the contribution year end.
In total 447 were received, 340 of which were late and 107 on
time.
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Summary requirement

Annual
Report
Reference
Page No.

Additional disclosure

A revised strategy was approved by the Pension Fund Board on
24th October 2014 effective 2015.
Any use of powers to seek compensation from employers in
respect of any service standard breaches.

17

During 2013-14 the scheme did not exercise its powers to recover
additional costs from scheme employers.

H: FUNDING STRATEGY STATEMENT
Summary requirement

State the most recent Funding Strategy Statement in full
giving references to where previous Funding Strategy
Statements can be found.

Annual
Report
Reference
Page No.
15

Additional disclosure

The full Funding Strategy Statement is attached as Appendix A to
this Addendum.
Previous versions of the Funding Strategy Statement can be
found in the Annual Report for 2010-11 and earlier years.
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I: STATEMENT OF INVESTMENT PRINCIPLES
Summary requirement

Include current version of the Statement of Investment
Principles.

Annual
Report
Reference
Page No.
14

Additional disclosure

The full Statement of Investment Principles is attached as
Appendix B.

The Statement of Investment Principles should state the
extent to which it complies with statutory guidance for
producing the Statement of Investment Principles including
any reasons for non-compliance.

n/a

See the Statement of Investment Principles, section B.

The Statement of Investment Principles should link with the
investment policy and performance section of the annual
report (Section B of this Addendum).

n/a

See Section B: Investment Policy And Performance Report, on
page 20 of this Addendum.

The Statement of Investment Principles should link with the
financial instrument risk disclosures included in the Pension
Fund accounts (Section F).

n/a

The Statement of Investment Principles is currently under review
and it is expected to be presented to the Pension Fund Board for
approval in December 2014.
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J: COMMUNICATIONS POLICY STATEMENT
Summary requirement

Include statement in annual report.

Annual
Report
Reference
Page No.
16

Additional disclosure

The latest version of the Cambridgeshire Pension Fund and
Northamptonshire Pension Fund’s Joint Administration Strategy
and Joint Communication Strategy was approved by the Pension
Fund Board on 23th October 2014.
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Summary requirement

Commentary on how the Fund has met the commitments
set out in the communication policy statement including;
How scheme information has been provided to members,
their representatives and employers.
In what format and how frequently information has been
provided
What steps the Fund has taken to promote scheme
membership to prospective members.

Annual
Report
Reference
Page No.
n/a

Additional disclosure

The LGSS communications team maintains the Pension Fund
website with dedicated web pages providing information for
members and employers including regular newsletters for
members and bulletins on scheme developments for employers
The team also delivers training and communication workshops for
employers and, more recently, a series of road show
presentations for members explaining the impact of LGPS 2014,
for example, across the Cambridgeshire and Northamptonshire
Funds:
–
–
–
–
–
–

Delivered 80 LGPS 2014 road show presentations for
members with 1,218 attendees
Presented 10 employer training sessions – 180 attendees
2 employer workshops – 60 attendees
5 employer pension bulletins – viewed 1,398 times
1 member newsletter – viewed 499 times
2 dedicated LGPS 2014 web pages –the member page has
been viewed 2,474 times and the employers’ page viewed
565 times.

When requested by employers, the communications team provide
induction briefings for new members.
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K: ANY OTHER APPROPRIATE MATERIAL
Summary requirement

A summary of the number of employers in the Fund
analysed by scheduled bodies and admitted bodies which
are active (with active members) and ceased (no active
members but with some outstanding liabilities). See
guidance for layout.

Annual
Report
Reference
Page No.
n/a

Additional disclosure

See Note 9, below.

Analysis of Fund assets as at the reporting date. See
guidance for categories and layout.

n/a

See Note 10, below

Analysis of investment income accrued during the reporting
period. See guidance for categories and layout.

n/a

See Note 11, below

Notes
9

Summary of the number of employers in the Fund:
Active

Scheduled body

Ceased

Total

91

-

91

Admitted body

106

37

143

Total

197

37

234
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10

The Fund assets at 31 March 2014 are analysed below:

Equities
Bonds
Property - direct holdings
Alternatives
Cash and cash equivalents
Other
Total

11

UK
£m
543
270
172
47
1,032

Non-UK
£m
-

Global
£m
839
49
112
1
1,001

Total
£m
1,382
319
284
47
1
2,033

Global
£000
11,463
3,644
8,162
23,269

Total
£000
24,275
3,644
8,162
161
262
36,504

Investment income accrued during 2013-14 is analysed below:

Equities
Bonds
Property - direct holdings
Alternatives
Cash and cash equivalents
Other
Total

UK
£000
12,812
161
262
13,235

Non-UK
£000
-
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A.2 March 2014

A.1 Funding Strategy Statement

Cambridgeshire Pension
Fund

APPENDIX A - FUNDING STRATEGY STATEMENT

Main contact:
Paul Tysoe
Funding and Governance Manager (LGSS)
phtysoe@northamptonshire.gov.uk
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APPENDIX A - FUNDING STRATEGY STATEMENT
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APPENDIX A - FUNDING STRATEGY STATEMENT

1

Introduction

1.1

What is this document?

This is the Funding Strategy Statement (FSS) of the Cambridgeshire Pension Fund (“the Fund”), which is
administered by Cambridgeshire County Council, (“the Administering Authority”).
It has been prepared by the Administering Authority in collaboration with the Fund’s actuary, Hymans
Robertson LLP, and after consultation with the Fund’s employers and investment adviser. It is effective
from 25th December 2013.
1.2

What is the Cambridgeshire Pension Fund?

The Fund is part of the national Local Government Pension Scheme (LGPS). The LGPS was set up by the
UK Government to provide retirement and death benefits for local government employees, and those
employed in similar or related bodies, across the whole of the UK. The Administering Authority runs the
Cambridgeshire Fund, in effect the LGPS for the Cambridgeshire area, to make sure it:
•

receives the proper amount of contributions from employees and employers, and any transfer
payments;

•

invests the contributions appropriately, with the aim that the Fund’s assets grow over time with
investment income and capital growth;

•

uses the assets to pay Fund benefits to the members (as and when they retire, for the rest of their
lives), and to their dependants (as and when members die), as defined in the LGPS Regulations.
Assets are also used to pay transfer values and administration costs.

The roles and responsibilities of the key parties involved in the management of the Fund are summarised
in Appendix B.
1.3

Why does the Fund need a Funding Strategy Statement?

Employees’ benefits are guaranteed by the LGPS Regulations, and do not change with market values or
employer contributions. Investment returns will help pay for some of the benefits, but probably not all, and
certainly with no guarantee. Employees’ contributions are fixed in those Regulations also, at a level which
covers only part of the cost of the benefits.
Therefore, employers need to pay the balance of the cost of delivering the benefits to members and their
dependants.
The FSS focuses on how employer liabilities are measured, the pace at which these liabilities are funded,
and how employers or pools of employers pay for their own liabilities. This statement sets out how the
Administering Authority has balanced the conflicting aims of:
•

affordability of employer contributions,

•

transparency of processes,

•

stability of employers’ contributions, and

•

prudence in the funding basis.

There are also regulatory requirements for an FSS, as given in Appendix A.
The FSS is a summary of the Fund’s approach to funding its liabilities, and this includes reference to the
Fund’s other policies; it is not an exhaustive statement of policy on all issues. The FSS forms part of a
framework of which includes:
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•

the LGPS Regulations;

•

the Rates and Adjustments Certificate (confirming employer contribution rates for the next three
years) which can be found in an appendix to the formal valuation report;

•

the Fund’s policies on admissions, cessations and bulk transfers;

•

actuarial factors for valuing individual transfers, early retirement costs and the costs of buying added
service; and

•

the Fund’s Statement of Investment Principles (see Section 4).

1.4

How does the Fund and this FSS affect me?

This depends who you are:
•

a member of the Fund, i.e. a current or former employee, or a dependant: the Fund needs to be sure
it is collecting and holding enough money so that your benefits are always paid in full;

•

an employer in the Fund (or which is considering joining the Fund): you will want to know how your
contributions are calculated from time to time, that these are fair by comparison to other employers
in the Fund, and in what circumstances you might need to pay more. Note that the FSS applies to
all employers participating in the Fund;

•

an Elected Member whose council participates in the Fund: you will want to be sure that the council
balances the need to hold prudent reserves for members’ retirement and death benefits, with the
other competing demands for council money;

•

a Council Tax payer: your council seeks to strike the balance above, and also to minimise crosssubsidies between different generations of taxpayers.

1.5

What does the FSS aim to do?

The FSS sets out the objectives of the Fund’s funding strategy, such as:
•

to ensure the long-term solvency of the Fund, using a prudent long term view. This will ensure that
sufficient funds are available to meet all members’/dependants’ benefits as they fall due for payment;

•

to ensure that employer contribution rates are reasonably stable where appropriate;

•

to minimise the long-term cash contributions which employers need to pay to the Fund, by
recognising the link between assets and liabilities and adopting an investment strategy which
balances risk and return (NB this will also minimise the costs to be borne by Council Tax payers);

•

to reflect the different characteristics of different employers in determining contribution rates. This
involves the Fund having a clear and transparent funding strategy to demonstrate how each
employer can best meet its own liabilities over future years; and

•

to use reasonable measures to reduce the risk to other employers and ultimately to the Council Tax
payer from an employer defaulting on its pension obligations.

1.6

How do I find my way around this document?

In Section 2 there is a brief introduction to some of the main principles behind funding, i.e. deciding how
much an employer should contribute to the Fund from time to time.
In Section 3 we outline how the Fund calculates the contributions payable by different employers in
different situations.
In Section 4 we show how the funding strategy is linked with the Fund’s investment principles.
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In the Appendices we cover various issues in more detail if you are interested:
A.

the regulatory background, including how and when the FSS is reviewed,

B.

who is responsible for what,

C.

what issues the Fund needs to monitor, and how it manages its risks,

D.

some more details about the actuarial calculations required,

E.

the assumptions which the Fund actuary currently makes about the future,

F.

a glossary explaining the technical terms occasionally used here.

If you have any other queries please contact Paul Tysoe, LGSS Funding and Governance Manager in the
first instance at e-mail address phtysoe@northamptonshire.gov.uk or on telephone number 01604
368671..
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2

Basic Funding issues

(More detailed and extensive descriptions are given in Appendix D).
2.1 How does the actuary calculate a contribution rate?
Employer contributions are normally made up of two elements:
a)

the estimated cost of future benefits being built up from year to year, referred to as the “future
service rate”; plus

b)

an adjustment for the difference between the assets built up to date and the value of past service
benefits, referred to as the “past service adjustment”. If there is a deficit the past service adjustment
will be an increase in the employer’s total contribution; if there is a surplus there may be a reduction
in the employer’s total contribution. Any past service adjustment will aim to return the employer to
full funding over an appropriate period (the “deficit recovery period”).

2.2

How is a deficit (or surplus) calculated?

An employer’s “funding level” is defined as the ratio of:
•

the market value of the employer’s share of assets, to

•

the value placed by the actuary on the benefits built up to date for the employer’s employees and exemployees (the “liabilities”). The Fund actuary agrees with the Administering Authority the
assumptions to be used in calculating this value.

If this is less than 100% then it means the employer has a shortfall, which is the employer’s deficit; if it is
more than 100% then the employer is said to be in surplus. The amount of deficit or shortfall is the
difference between the asset value and the liabilities value.
A larger deficit will give rise to higher employer contributions. If a deficit is spread over a longer period then
the annual employer cost is lower than if it is spread over a shorter period.
2.3

How are contribution rates calculated for different employers?

The Fund’s actuary is required by the Regulations to report the Common Contribution Rate, for all
employers collectively at each triennial valuation, combining items (a) and (b) above. This is based on
actuarial assumptions about the likelihood, size and timing of benefit payments to be made from the Fund
in the future, as outlined in Appendix E. Note that this is a notional Fund-wide, not employer specific,
contribution rate.
The Fund’s actuary is also required to adjust the Common Contribution Rate for circumstances specific to
each individual employer. The sorts of specific circumstances which are considered are discussed in
Section 3. It is this adjusted contribution rate which the employer is actually required to pay, and the rates
for all employers are shown in the Fund’s Rates and Adjustments Certificate.
Separate future service rates are calculated for each employer together with individual past service
adjustments according to employer-specific circumstances. These may be suitably adjusted for employers
who are approaching cessation from the Fund.
Details of the outcome of the Actuarial Valuation as at 31 March 2013 can be found in the formal valuation
report dated 31st March 2014, including an analysis at Fund Level of the Common Contribution Rate.
Further details of individual employer contribution rates can also be found in the formal report.
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2.4 What else might affect the employer’s contribution?
Employer covenant, and likely term of membership, are also considered when setting contributions: more
details are given in Section 3. This will also include consideration of whether the employer appears to be
heading for cessation from the Fund (eg due to having a low and reducing number of active members).
For some employers it may be agreed to pool contributions, see 3.4.
Any costs of non ill-health early retirements must be paid by the employer, see 3.6.
If an employer is approaching the end of its participation in the Fund then its contributions may be
amended appropriately, so that the assets meet (as closely as possible) the value of its liabilities in the
Fund when its participation ends.
Employers’ contributions are expressed as minima, with employers able to pay contributions at a higher
rate. Account of the higher rate will be taken by the Fund Actuary at subsequent valuations.
2.5

What different types of employer participate in the Fund?

Historically the LGPS was intended for local authority employees only. However over the years, with the
diversification and changes to delivery of local services, many more types and numbers of employers now
participate. There are currently more employers in the Fund than ever before, a significant part of this
being due to new academies.
In essence, participation in the LGPS is open to public sector employers providing some form of service to
the local community. Whilst the majority of members will be local authority employees (and ex-employees),
the majority of participating employers are those providing services in place of (or alongside) local authority
services: academy schools, contractors, housing associations, charities, etc.
The LGPS Regulations define various types of employer as follows:
Scheduled bodies - councils, and other specified employers such as academies and further education
establishments. These must provide access to the LGPS in respect of their employees who are not eligible
to join another public sector scheme (such as the Teachers Scheme). These employers are so-called
because they are specified in a schedule to the LGPS Regulations.
It is now possible for Local Education Authority schools to convert to academy status; in addition, other
forms of school (such as Free Schools) can be established under the academies legislation. All such
academies, as employers of non-teaching staff, become separate new employers in the Fund. As
academies are defined in the LGPS Regulations as “Scheduled Bodies”, the Administering Authority has
no discretion over whether to admit them to the Fund, and the academy has no discretion whether to
continue to allow its non-teaching staff to join the Fund. There has also been guidance issued by the
DCLG regarding the terms of academies’ membership in LGPS Funds.
Designating employers - employers such as town and parish councils are able to participate in the LGPS
via resolution (and the Fund cannot refuse them entry where the resolution is passed). These employers
can designate which of their employees are eligible to join the scheme.
Other employers are able to participate in the Fund via an admission agreement, and are referred to as
‘admission bodies’. These employers are generally those with a “community of interest” with another
scheme employer – community admission bodies (“CAB”) or those providing a service on behalf of a
scheme employer – transferee admission bodies (“TAB”). CABs will include housing associations and
charities, TABs will generally be contractors. The Fund is able to set its criteria for participation by these
employers and can refuse entry if the requirements as set out in the Fund’s admissions policy are not met.
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2.6

How does the Fund recognise that contribution levels can affect council and employer
service provision, and council tax?

The Administering Authority and the Fund actuary are acutely aware that, all other things being equal, a
higher contribution required to be paid to the Fund will mean less cash available for the employer to spend
on the provision of services. For instance:
•

Higher pension Fund contributions may result in reduced council spending, which in turn could affect
the resources available for council services, and/or greater pressure on council tax levels;

•

Contributions which Academies pay to the Fund will therefore not be available to pay for providing
education;

•

Other employers will provide various services to the local community, perhaps through housing
associations, charitable work, or contracting council services. If they are required to pay more in
pension contributions to the LGPS then this may affect their ability to provide the local services.

Whilst all this is true, it should also be borne in mind that:
•

The Fund provides invaluable financial security to local families, whether to those who formerly
worked in the service of the local community who have now retired, or to their families after their
death;

•

The provision of benefits to ex-employees and their families has broader benefits to society, such as
a healthier local economy and reduced means-tested State benefit payments;

•

Unlike other public sector pension schemes, the LGPS Funds must have the assets available to
meet these retirement and death benefits, which in turn means that the various employers must
each pay their own way. Lower contributions today will mean higher contributions tomorrow:
deferring payments does not alter the employer’s ultimate obligation to the Fund in respect of its
current and former employees;

•

Each employer will generally only pay for its own employees and ex-employees (and their
dependants), not for those of other employers in the Fund;

•

The Fund strives to maintain reasonably stable employer contribution rates where appropriate and
possible;

•

The Fund wishes to avoid the situation where an employer falls so far behind in managing its funding
shortfall that its deficit becomes unmanageable in practice: such a situation may lead to employer
insolvency and the resulting deficit falling on the other Fund employers. In that situation, those
employers’ services would in turn suffer as a result;

•

Council contributions to the Fund should be at a suitable level, to protect the interests of different
generations of council tax payers. For instance, underpayment of contributions for some years will
need to be balanced by overpayment in other years; the council will wish to minimise the extent to
which council tax payers in one period are in effect benefitting at the expense of those paying in a
different period.

Overall, therefore, there is clearly a balance to be struck between the Fund’s need for maintaining prudent
funding levels, and the employers’ need to allocate their resources appropriately. The Fund achieves this
through various techniques which affect contribution increases to various degrees (see 3.1). In deciding
which of these techniques to apply to any given employer, the Fund will consider a risk assessment of that

Page 49 of 129

50

APPENDIX A - FUNDING STRATEGY STATEMENT
employer using a knowledge base which is regularly monitored and kept up-to-date. This database will
include such information as the type of employer, its membership profile and funding position, any
guarantors or security provision, material changes anticipated, etc. This helps the Fund establish a picture
of the financial standing of the employer, i.e. its ability to meet its long term Fund commitments.
For instance, where an employer is considered relatively low risk then the Fund will permit greater
smoothing (such as stabilisation or a longer deficit recovery period relative to other employers) which will
temporarily produce lower contribution levels than would otherwise have applied. This is permitted in the
expectation that the employer will still be able to meet its obligations for many years to come.
On the other hand, an employer whose risk assessment indicates a less strong covenant will generally be
required to pay higher contributions (for instance, with a more prudent funding basis or a shorter deficit
recovery period relative to other employers). This is because of the higher probability that at some point it
will fail or be unable to meet its pension contributions, with its deficit in the Fund then falling to other Fund
employers.
The Fund actively seeks employer input, including to its funding arrangements, through various means:
see Appendix A.

Page 50 of 129

51

APPENDIX A - FUNDING STRATEGY STATEMENT

3

Calculating contributions for individual Employers

3.1

General comments

A key challenge for the Administering Authority is to balance the need for stable, affordable employer
contributions with the requirement to take a prudent, longer-term view of funding and ensure the solvency
of the Fund. With this in mind, there are a number of methods which the Administering Authority may
permit, in order to improve the stability of employer contributions. These include, where circumstances
permit:•

capping of employer contribution rate changes within a pre-determined range (“stabilisation”)

•

the use of extended deficit recovery periods

•

the phasing in of contribution rises or reductions

•

the pooling of contributions amongst employers with similar characteristics

•

the use of some form of security or guarantee to justify a lower contribution rate than would
otherwise be the case.

These and associated issues are covered in this Section.
The Administering Authority recognises that there may occasionally be particular circumstances affecting
individual employers that are not easily managed within the rules and policies set out in the Funding
Strategy Statement. Therefore the Administering Authority may, at its sole discretion, direct the actuary to
adopt alternative funding approaches on a case by case basis for specific employers.
3.2 The effect of paying contributions below the theoretical level
Employers which are permitted to use one or more of the above methods will often be paying, for a time,
contributions less than the theoretical contribution rate. Such employers should appreciate that:
•

their true long term liability (i.e. the actual eventual cost of benefits payable to their employees and
ex-employees) is not affected by the choice of method,

•

lower contributions in the short term will be assumed to incur a greater loss of investment returns on
the deficit. Thus, deferring a certain amount of contribution will lead to higher contributions in the
long-term, and

•

it will take longer to reach full funding, all other things being equal.

Overleaf (3.3) is a summary of how the main funding policies differ for different types of employer, followed
by more detailed notes where necessary.
Section 3.4 onwards deals with various other funding issues which apply to all employers.
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3.3 The different approaches used for different employers
Type of employer
Scheduled Bodies
Sub-type
Basis used
Future service rate

Stabilised rate?

Maximum deficit
recovery period –
Note (c)
Deficit recovery
payments – Note (d)
Treatment of surplus

Phasing of
contribution changes
– Note (e)
Review of rates –
Note (f)
New employer
Cessation of
participation:
cessation debt
payable

Community Admission Bodies and
Designating Employers
Local
Police, Fire,
Academies
Open to new
Closed to new
Authorities
Colleges etc
entrants
entrants
Ongoing, but may move to “gilts basis” Ongoing, assumes long-term Fund participation
see Note (a)
(see Appendix E)
Projected Unit Credit approach (see Appendix D – D.2)
Attained Age
approach (see
Appendix D – D.2)
Yes - see
No
No
Yes - see
Academies’
Contribution rates
Note (b)
Note (b)
- see
Note (b)
20 years
20 years
20 years
Average expected
Average expected
future working
future working
lifetime
lifetime
Monetary
Monetary
Percentage of
Monetary amount
Monetary amount
amount
amount
pay
Covered by
Covered by
Covered by
Preferred approach: contributions kept at
stabilisation
stabilisation
stabilisation
future service rate. However, reductions
arrangement
arrangement
arrangement
may be permitted by the Admin. Authority
Covered by
Covered by
Covered by
3 years
3 years
stabilisation
stabilisation
stabilisation
arrangement
arrangement
arrangement
Administering Authority reserves the right to review contribution rates and amounts, and the level
of security provided, at regular intervals between valuations
n/a
n/a
Note (g)
Note (h)
Cessation is assumed not to be generally possible, as
Can be ceased subject to terms of
Scheduled Bodies are legally obliged to participate in
admission agreement, or similar.
Cessation debt will be calculated on a
the LGPS. In the rare event of cessation occurring
basis appropriate to the circumstances of
(machinery of Government changes for example), the
cessation debt principles applied would be as per
cessation – see Note (j).
Note (j).
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Transferee Admission Bodies
(all)
Ongoing, assumes fixed contract term in
the Fund (see Appendix E)
Projected Unit Credit approach (see
Appendix D – D.2)
No
but see Note (i)

Outstanding contract term
(or future working lifetime, if less)
Monetary amount
Reduce contributions by spreading the
surplus over the remaining contract term
3 years
or outstanding contract term if less
Reviewed annually by request
in last 3 years of contract
Notes (h) & (i)
Participation is assumed to expire at the
end of the contract. Cessation debt (if any)
calculated on ongoing basis. Awarding
Authority will be liable for future deficits and
contributions arising. If cessation prior to
end of contract then see Note (j).
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Note (a) (Basis for CABs and Designating Employers closed to new entrants)
In the circumstances where:
•

the employer is a Designating Employer, or an Admission Body but not a Transferee Admission
Body, and

•

the employer has no guarantor, and

•

the admission agreement is likely to terminate, or the employer is likely to lose its last active
member, within a timeframe considered appropriate by the Administering Authority to prompt a
change in funding,

the Administering Authority may vary the discount rate used to set employer contribution rate. In particular
contributions may be set for an employer to achieve full funding on a more prudent basis (e.g. using a
discount rate set equal to gilt yields) by the time the agreement terminates or the last active member
leaves, in order to protect other employers in the Fund. This policy will increase regular contributions and
reduce, but not entirely eliminate, the possibility of a final deficit payment being required from the employer
when a cessation valuation is carried out.
The Administering Authority also reserves the right to adopt the above approach in respect of those
Designating Employers and Admission Bodies with no guarantor, where the strength of covenant is
considered to be weak but there is no immediate expectation that the admission agreement will cease or
the Designating Employer alters its designation.
Note (b) (Stabilisation)
Stabilisation is a mechanism where employer contribution rate variations from year to year are kept within
a pre-determined range, thus allowing those employers’ rates to be relatively stable. In the interests of
stability and affordability of employer contributions, the Administering Authority, on the advice of the Fund
Actuary, believes that stabilising contributions can still be viewed as a prudent longer-term approach.
However, employers whose contribution rates have been “stabilised” (and may therefore be paying less
than their theoretical contribution rate) should be aware of the risks of this approach and should consider
making additional payments to the Fund if possible.
This stabilisation mechanism allows short term investment market volatility to be managed so as not to
cause volatility in employer contribution rates, on the basis that a long term view can be taken on net cash
inflow, investment returns and strength of employer covenant.
The current stabilisation mechanism applies if:
•

the employer satisfies the eligibility criteria set by the Administering Authority (see headings in table
below) and;

•

there are no material events which cause the employer to become ineligible, e.g. significant
reductions in active membership (due to outsourcing or redundancies), or changes in the nature of
the employer (perhaps due to Government restructuring).

On the basis of extensive modelling carried out for the 2013 valuation exercise (see Section 4), the
stabilised details are as follows:
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Type of employer

Less mature* taxraising authority,
police and fire
authorities

More mature* taxraising authority

Academy **

College or
University

Base cont rate

Actual 2013-14 rate

Actual 2013-14
rate

County rate plus
1% of pay

Actual 2013-14 rate

Max cont
increase each
year

+1% of pay

+2% of pay

+1% of pay

+1% of pay

Max cont
decrease each
year

-1% of pay

-2% of pay

-1% of pay

-1% of pay

th

rd

The 4 year (2017-18) contributions are being held exactly as the 3 year (2016-17 contributions), subject
to adverse market conditions not making it unsafe to do so.
*The split in maturity is based on criteria such as ratio of liabilities to payroll (“gearing”) and current
contribution rate, after discussion between the actuary and Administering Authority, on the basis of
analysis carried out by the actuary.
**The Academy stabilised rate is a single minimum rate applicable for all academies in the Fund as an
alternative to their individual calculated rate, if the latter is higher. This rate will normally be close to (but
not exactly equal to) the rates applicable to the ceding Local Authority.
The stabilisation criteria and limits will be reviewed at the 31 March 2016 valuation, to take effect from 1
April 2018. This will take into account the employer’s membership profiles, the issues surrounding
employer security, and other relevant factors. At the 2013 valuation the Administering Authority adopted a
policy of ensuring the stabilised rates would remain in force for two years (as opposed to one year) after
each future valuation date, to provide sufficient advance notice to such employers regarding possible
changes in their contribution rates.
Note (c) (Deficit Recovery Periods)
The deficit recovery period starts at the commencement of the revised contribution rate (1 April 2014 for
the 2013 valuation). The Administering Authority would normally expect the same period to be used at
successive triennial valuations, but would reserve the right to propose alternative spreading periods, for
example where there were no new entrants.
Where stabilisation applies, the resulting employer contribution rate would be amended to comply with the
stabilisation mechanism.
For employers with no (or very few) active members at this valuation, the deficit should be recovered by a
fixed monetary amount over a period to be agreed with the body or its successor, not to exceed 10 years,
unless other arrangements are in place (such as pooling).
Note (d) (Deficit Recovery Payments)
Deficit recovery payments for each employer covering the four year period until the next valuation will
typically be set as a monetary sum as opposed to a percentage of salaries. However, where a percentage
of salaries approach is adopted, the Administering Authority reserves the right to amend these rates
between valuations and/or to require these payments in monetary terms instead, for instance where:
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•

there has been a significant reduction in payroll due to outsourcing or redundancy exercises, or

•

the employer has closed the Fund to new entrants.
For certain employers the Fund may split contributions in recognition of different groups of
employees, and apply different contribution approaches accordingly. Any such arrangements will be
identified in the Rates & Adjustments Certificate produced with the formal valuation report.

Note (e) (Phasing in of contribution changes)
It has been agreed at the 2013 valuation that contributions will be set for the next four years (i.e. to
2017/18), moving to three-yearly thereafter: this will assist employers in their budget planning process in
future. All phasing is subject to the Administering Authority being satisfied as to the strength of the
employer’s covenant.
Employers which have no active members at the date of this valuation will not be phased.
Note (f) (Regular Reviews)
Such reviews may be triggered by significant events including but not limited to: significant reductions in
payroll, altered employer circumstances, Government restructuring affecting the employer’s business, or
failure to pay contributions or arrange appropriate security as required by the Administering Authority.
The result of a review may be to require increased contributions (by strengthening the actuarial
assumptions adopted and/or moving to monetary levels of deficit recovery contributions), and/or an
increased level of security or guarantee. In other words, if higher contributions are required then these will
be implemented immediately (and will therefore supersede the rates put forward at the formal 2013
valuation), to be in force for the remaining period to the next valuation.
Note (g) (New Academy employers)
At the time of writing, the Fund’s policies on academies’ funding issues are as follows:
a)

The new academy will be regarded as a separate employer in its own right and will not be pooled
with other employers in the Fund. The only exception is where the academy is part of a Multi
Academy Trust (MAT) in which case the academy’s figures will be calculated as below but can be
combined with those of the other academies in the MAT;

b)

The new academy’s past service liabilities on conversion will be calculated based on its active Fund
members on the day before conversion. For the avoidance of doubt, these liabilities will include all
past service of those members, but will exclude the liabilities relating to any ex-employees of the
school who have deferred or pensioner status;

c)

The new academy will be allocated an initial asset share from the ceding council’s assets in the
Fund. This asset share will be calculated using the estimated funding position of the ceding council
at the date of academy conversion. The share will be based on the active members’ funding level,
having first allocated assets in the council’s share to fully fund deferred and pensioner members.
The asset allocation will be based on market conditions and the academy’s active Fund membership
on the day prior to conversion;

d)

The new academy’s initial contribution rate will be calculated using market conditions, the council
funding position and, membership data, all as at the day prior to conversion;

e)

As an alternative to (d), the academy will have the option to elect to pay contributions outlined in
Note (b) above (regarding stabilised contribution rates).These have been calculated in line with the
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ceding Local Authority. However, this election will not alter the academy’s asset or liability allocation
as per (b) and (c) above. Ultimately, all academies remain responsible for their own allocated deficit.
The Fund’s policies on academies are subject to change in the light of any amendments to DCLG
guidance. Any changes will be notified to academies, and will be reflected in a subsequent version of this
FSS. In particular, policies (d) and (e) above will be reconsidered at each valuation.
Note (h) (New Admission Bodies)
With effect from 1 October 2012, the LGPS 2012 Miscellaneous Regulations introduced mandatory new
requirements for all Admission Bodies brought into the Fund from that date. Under these Regulations, all
new Admission Bodies will be required to provide some form of security, such as a guarantee from the
letting employer, an indemnity or a bond. The security is required to cover some or all of the following:
•

the strain cost of any redundancy early retirements resulting from the premature termination of the
contract;

•

allowance for the risk of asset underperformance;

•

allowance for the risk of a fall in gilt yields;

•

allowance for the possible non-payment of employer and member contributions to the Fund;

•

the current deficit.

For all new Transferee Admission Bodies, the security must be to the satisfaction of the Administering
Authority as well as the letting employer, and will be reassessed on an annual basis.
The Administering Authority will only consider requests from Community Admission Bodies (or other similar
bodies, such as section 75 NHS partnerships) to join the Fund if they are sponsored by a Scheduled Body
with tax raising powers, guaranteeing their liabilities and also providing a form of security as above.
In some cases it may be deemed that the risk is minimal, in which case no security will be required: this will
only apply with the agreement of the Administering Authority, and recorded as such.
The above approaches reduce the risk to other employers in the Fund, of potentially having to pick up any
shortfall in respect of Admission Bodies ceasing with an unpaid deficit.
Note (i) (New Transferee Admission Bodies)
A new TAB usually joins the Fund as a result of the letting/outsourcing of some services from an existing
employer (normally a Scheduled Body such as a council or academy) to another organisation (a
“contractor”). This involves the TUPE transfer of some staff from the letting employer to the contractor.
Consequently, for the duration of the contract, the contractor is a new participating employer in the Fund so
that the transferring employees maintain their eligibility for LGPS membership. At the end of the contract
the employees revert to the letting employer or to a replacement contractor.
Under the standard approach, the TAB would be set up in the Fund as a new employer with responsibility
for all the accrued benefits of the transferring employees; in this case, the contractor would usually be
assigned an initial asset allocation equal to the past service liability value of the employees’ Fund benefits.
The quid pro quo is that the contractor is then expected to ensure that its share of the Fund is also fully
funded at the end of the contract: see Note (j).
Instead of the above approach, employers which “outsource” have flexibility and can share the pension risk
potentially taken on by the contractor. In particular there are three different risk-sharing routes that such
employers may wish to adopt, in place of the above standard approach. Clearly as the risk ultimately
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resides with the employer letting the contract, it is for them to agree the appropriate route with the
contractor:
i)

Pooling

Under this option the contractor is pooled with the letting employer. In this case, the contractor pays the
same rate as the letting employer, which may be under the stabilisation approach.
ii)

Letting employer retains pre-contract risks

Under this option the letting employer would retain responsibility for assets and liabilities in respect of
service accrued prior to the contract commencement date. The contractor would be responsible for the
future liabilities that accrue in respect of transferred staff. The contractor’s contribution rate could vary
from one valuation to the next. It would be liable for any deficit at the end of the contract term in respect of
assets and liabilities attributable to service accrued during the contract term.
iii)

Fixed contribution rate agreed

Under this option the contractor pays a fixed contribution rate and doesn’t pay any cessation deficit. A
variation of this is where the letting employer is paying a “stabilised” contribution rate, and permits the
contractor to pay the same rate.
The Administering Authority is willing to administer any of the above options as long as the approach is
documented in a side agreement between the contractor and letting employer (such as the transfer
agreement), as opposed to the Admission Agreement. The side agreement should ensure that some
element of risk transfers to the contractor where it relates to their decisions and it is unfair to burden the
letting employer with that risk. For example the contractor should typically be responsible for pension costs
that arise from;
•

above average pay increases, including the effect in respect of service prior to contract
commencement even if the letting employer takes on responsibility for the latter under (ii) above;

•

redundancy and early retirement decisions.
Note that, as such risk-sharing arrangements are by agreement between the letting employer and
the contractor (as opposed to the Fund), then these will normally fall outside the Admission
Agreement: the Admission Agreement will still require that the contractor pays full (and variable)
contributions to the Fund, and any adjustments are then settled between the letting employer and
the contractor separately.
It should be noted that a letting employer which establishes a number of risk-sharing arrangements
will inevitably face different (and possibly higher) pension costs and risks to itself in the future. This
arises due to the retention of risk but the transfer-out of staff and revenue. This situation may require
further analysis, and changes in contribution arrangements, for the letting employer.

Note (j) (Admission Bodies and Designating Employers Ceasing)
Notwithstanding the provisions of the Admission Agreement, the Administering Authority may consider any
of the following as triggers for the cessation of an admission agreement with any type of body:
•

Last active member ceasing participation in the Fund;

•

The insolvency, winding up or liquidation of the Admission Body;

•

Any breach by the Admission Body of any of its obligations under the Agreement that they have
failed to remedy to the satisfaction of the Fund;
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•

A failure by the Admission Body to pay any sums due to the Fund within the period required by the
Fund; or

•

The failure by the Admission Body to renew or adjust the level of the bond or indemnity, or to confirm
an appropriate alternative guarantor, as required by the Fund.

On cessation, the Administering Authority will instruct the Fund actuary to carry out a cessation valuation to
determine whether there is any deficit or surplus. Where there is a deficit, payment of this amount in full
would normally be sought from the Admission Body; where there is a surplus it should be noted that
current legislation does not permit a refund payment to the Admission Body.
Where a cessation event has been triggered as per the above, or for non-Transferee Admission Bodies
whose participation is voluntarily ended either by themselves or the Fund, the Administering Authority must
look to protect the interests of other ongoing employers. The actuary will therefore adopt an approach
which, to the extent reasonably practicable, protects the other employers from the likelihood of any material
loss emerging in future:
a)

Where there is a guarantor for future deficits and contributions, the cessation valuation will normally
be calculated using the ongoing basis as described in Appendix E;

b)

Alternatively, it may be possible to simply transfer the former Admission Body’s liabilities and assets
to the guarantor, without needing to crystallise any deficit. This approach may be adopted where the
employer cannot pay the contributions due, and this is within the terms of the guarantee;

c)

Where a guarantor does not exist then, in order to protect other employers in the Fund, the
cessation liabilities and final deficit will normally be calculated using a “gilts cessation basis”, which
is more prudent than the ongoing basis. This has no allowance for potential future investment
outperformance above gilt yields, and has added allowance for future improvements in life
expectancy. This could give rise to significant cessation debts being required.

Under (a) and (c), any shortfall would usually be levied on the departing Admission Body as a single lump
sum payment. If this is not possible then the Fund would look to any bond, indemnity or guarantee in place
for the employer.
In the event that the Fund is not able to recover the required payment in full, then the unpaid amounts fall
to be shared amongst all of the other employers in the Fund. This may require an immediate revision to
the Rates and Adjustments Certificate affecting other employers in the Fund, or instead be reflected in the
contribution rates set at the next formal valuation following the cessation date.
As an alternative, where the ceasing Admission Body is continuing in business, the Fund at its absolute
discretion reserves the right to enter into an agreement with the ceasing Admission Body. Under this
agreement the Fund would accept an appropriate alternative security to be held against any deficit, and
would carry out the cessation valuation on an ongoing basis: deficit recovery payments would be derived
from this cessation debt. This approach would be monitored as part of each triennial valuation: the Fund
reserves the right to revert to a “gilts cessation basis” and seek immediate payment of any funding shortfall
identified. The Administering Authority may need to seek legal advice in such cases, as the Body would
have no contributing members.
3.4

Pooled contributions

From time to time the Administering Authority may set up pools for employers, and change or alter the
membership of such pools. This will always be in line with its broader funding strategy.
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With the advice of the Actuary the Administering Authority allows smaller employers of similar types to pool
their contributions as a way of sharing experience and smoothing out the effects of costly but relatively rare
events such as ill-health retirements or deaths in service.
Community Admission Bodies that are deemed by the Administering Authority to have closed to new
entrants are not usually permitted to participate in a pool. Transferee Admission Bodies are usually also
ineligible for pooling.
Smaller admitted bodies may be pooled with the letting employer, provided all parties (particularly the
letting employer) agree.
Employers who are permitted to enter (or remain in) a pool at the 2013 valuation will not normally be
advised of their individual contribution rate unless agreed by the Administering Authority.
Schools (other than academies) are generally pooled with their funding Council. However there may be
exceptions for specialist or independent schools.
Those employers which have been pooled are identified in the Rates and Adjustments Certificate.
3.5

Additional flexibility in return for added security

The Administering Authority may permit greater flexibility to the employer’s contributions if the employer
provides added security to the satisfaction of the Administering Authority, and/or it is considered
appropriate to adopt a probabilistic-based analysis on the employer’s contributions and obligations.
Such flexibility includes a reduced rate of contribution, an extended deficit recovery period, or permission to
join a pool with another body (e.g. the Local Authority).
Such security may include, but is not limited to, a suitable bond, a legally-binding guarantee from an
appropriate third party, or security over an employer asset of sufficient value.
The degree of flexibility given may take into account factors such as:
•

the extent of the employer’s deficit;

•

the amount and quality of the security offered;

•

the employer’s financial security and business plan;

•

whether the admission agreement is likely to be open or closed to new entrants.

3.6

Non ill health early retirement costs

It is assumed that members’ benefits are payable from the earliest age that the employee could retire
without incurring a reduction to their benefit (and without requiring their employer’s consent to retire). (NB
the relevant age may be different for different periods of service, following the benefit changes from April
2008 and April 2014). Employers are required to pay additional contributions (‘strain’) wherever an
employee retires before attaining this age. The actuary’s funding basis makes no allowance for premature
retirement except on grounds of ill-health.
Normally such payments are required in a single lump sum immediately. However, with the agreement of
the Administering Authority the payment can be spread as follows:
Major Employing bodies

- up to 3 years

Community Admission Bodies and Designating Employers

- up to 3 years

Academies

- up to 3 years
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3.7 Ill health early retirement costs
At the time of writing, all employers have ill health liability insurance (see 3.8 below) which means that such
costs are met (at least up to a point) by a single lump sum paid by the relevant insurer.
3.8

Ill health insurance

The Administering Authority has arranged a current insurance policy covering ill health early retirement
strains for all employers in the Fund, on a mandatory basis. The employer’s contribution to the Fund each
year includes its share of that year’s insurance premium. The existence of whole Fund insurance therefore
has no impact on the total contributions paid to the Fund.
The Administering Authority will keep the employers notified of any changes in the insurance policy’s
coverage or premium terms, or if the policy is ceased.
3.9

Employers with no remaining active members

In general an employer ceasing in the Fund, due to the departure of the last active member, will pay a
cessation debt on an appropriate basis (see 3.3, Note (j)) and consequently have no further obligation to
the Fund. Thereafter it is expected that one of two situations will eventually arise:
a)

The employer’s asset share runs out before all its ex-employees’ benefits have been paid. In this
situation the other Fund employers will be required to contribute to pay all remaining benefits: this
will be done by the Fund actuary apportioning the remaining liabilities on a pro-rata basis at
successive formal valuations;

b)

The last ex-employee or dependant dies before the employer’s asset share has been fully utilised.
In this situation the remaining assets would be apportioned pro-rata by the Fund’s actuary to the
other Fund;

c)

In exceptional circumstances the Fund may permit an employer with no remaining active members
to continue contributing to the Fund. This would require the provision of a suitable security or
guarantee, as well as a written ongoing commitment to fund the remainder of the employer’s
obligations over an appropriate period. The Fund would reserve the right to invoke the cessation
requirements in the future, however. The Administering Authority may need to seek legal advice in
such cases, as the employer would have no contributing members.

3.10 Policies on bulk transfers
Each case will be treated on its own merits, but in general:
•

The Fund will not pay bulk transfers greater than the lesser of (a) the asset share of the transferring
employer in the Fund, and (b) the value of the past service liabilities of the transferring members;

•

The Fund will not grant added benefits to members bringing in entitlements from another Fund
unless the asset transfer is sufficient to meet the added liabilities;

•

Notwithstanding the above, the Fund may permit shortfalls to arise on bulk transfers if the Fund
employer has suitable strength of covenant and commits to meeting that shortfall in an appropriate
period. This may require the employer’s Fund contributions to increase between valuations.
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4

Funding strategy and links to investment principles

4.1

What are the Fund’s investment principles?

The Fund has built up assets over the years, and continues to receive contribution and other income. All of
this must be invested in a suitable manner, which is described as the investment principles.
Investment principles are set by the administering authority, after consultation with the employers and after
taking investment advice. The precise mix, manager make up and target returns are set out in the
Statement of Investment Principles (SIP), which is available to members and employers.
The investment principles are set for the long-term, but reviewed from time to time. Normally a full review
is carried out after each actuarial valuation, and kept under review annually between actuarial valuations to
ensure that they remain appropriate to the Fund’s liability profile.
The same investment principles are currently followed for all employers.
4.2

What is the link between funding strategy and investment principles?

The Fund must be able to meet all benefit payments as and when they fall due. These payments will be
met by contributions (resulting from the funding strategy) or asset returns and income (resulting from the
investment principles). To the extent that investment returns or income fall short, then higher cash
contributions are required from employers, and vice versa
Therefore, the funding and investment strategies are inextricably linked.
4.3 How does the funding strategy reflect the Fund’s investment principles?
In the opinion of the Fund actuary, the current funding policy is consistent with the current investment
principles of the Fund. The asset outperformance assumption contained in the discount rate (see E3) is
within a range that would be considered acceptable for funding purposes; it is also considered to be
consistent with the requirement to take a “prudent longer-term view” of the funding of liabilities as required
by the UK Government (see A1).
However, in the short term – such as the three yearly assessments at formal valuations – there is the
scope for considerable volatility and there is a material chance that in the short-term and even medium
term, asset returns will fall short of this target. The stability measures described in Section 3 will damp
down, but not remove, the effect on employers’ contributions.
The Fund does not hold a contingency reserve to protect it against the volatility of equity investments.
4.4

How does this differ for a large stable employer?

The Actuary has developed four key measures which capture the essence of the Fund’s strategies, both
funding and investment:
•

Prudence - the Fund should have a reasonable expectation of being fully funded in the long term;

•

Affordability – how much can employers afford;

•

Stewardship – the assumptions used should be sustainable in the long term, without having to resort
to overly optimistic assumptions about the future to maintain an apparently healthy funding position;

•

Stability – employers should not see significant moves in their contribution rates from one year to the
next, and this will help to provide a more stable budgeting environment.
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The key problem is that the key objectives often conflict. For example, minimising the long term cost of the
scheme (i.e. keeping employer rates affordable) is best achieved by investing in higher returning assets
e.g. equities. However, equities are also very volatile (i.e. go up and down fairly frequently in fairly large
moves), which conflicts with the objective to have stable contribution rates.
Therefore a balance needs to be maintained between risk and reward, which has been considered by the
use of Asset Liability Modelling: this is a set of calculation techniques applied by the Fund’s actuary, to
model the range of potential future solvency levels and contribution rates.
The Actuary was able to model the impact of these four key areas, for the purpose of setting a stabilisation
approach (see 3.3 Note (b)). The modelling demonstrated that retaining the present investment principles,
coupled with constraining employer contribution rate changes as described in 3.3 Note (b), struck an
appropriate balance between the above objectives. In particular the stabilisation approach currently
adopted meets the need for stability of contributions without jeopardising the Administering Authority’s aims
of prudent stewardship of the Fund.
Whilst the current stabilisation mechanism is to remain in place until 2018, it should be noted that this will
need to be reviewed following the 2016 valuation.
4.5

Does the Fund monitor its overall funding position?

The Administering Authority monitors the relative funding position, i.e. changes in the relationship between
asset values and the liabilities value, quarterly. It reports this to the regular Pensions Board meetings, and
also to employers through newsletters and Employers Forums.
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Appendix A – Regulatory framework
A1
Why does the Fund need an FSS?
The Department for Communities and Local Government (DCLG) has stated that the purpose of the FSS
is:
•

“to establish a clear and transparent fund-specific strategy which will identify how employers’
pension liabilities are best met going forward;

•

to support the regulatory framework to maintain as nearly constant employer contribution rates
as possible; and

•

to take a prudent longer-term view of funding those liabilities.”

These objectives are desirable individually, but may be mutually conflicting.
The requirement to maintain and publish a FSS is contained in LGPS Regulations which are updated from
time to time. In publishing the FSS the Administering Authority has to have regard to any guidance
published by Chartered Institute of Public Finance and Accountancy (CIPFA) (most recently in 2012) and
to its Statement of Investment Principles.
This is the framework within which the Fund’s actuary carries out triennial valuations to set employers’
contributions and provides recommendations to the Administering Authority when other funding decisions
are required, such as when employers join or leave the Fund. The FSS applies to all employers
participating in the Fund.
A2
Does the Administering Authority consult anyone on the FSS?
Yes. This is required by LGPS Regulations. It is covered in more detail by the most recent CIPFA
guidance, which states that the FSS must first be subject to “consultation with such persons as the
authority considers appropriate”, and should include “a meaningful dialogue at officer and elected member
level with council tax raising authorities and with corresponding representatives of other participating
employers”.
In practice, for the Fund, the consultation process for this FSS was as follows:
a)

A draft version of the FSS was made available for comment on the Fund website in November 2013;

b)

Comments were requested within [30] days;

c)

There was an Employers Forum on 15 November 2013 at which questions regarding the FSS could
be raised and answered;

d)

Following the end of the consultation period the FSS was updated where required and then
published, in [December 2013].

A3

How is the FSS published once finalised (after the consultation)?

The FSS is made available through the following routes:
•

Published on the website, at [http://pensions.cambridgeshire.gov.uk];

•

A full copy linked from the annual report and accounts of the Fund;

•

Copies sent to investment managers and independent advisers;

•

Copies made available on request.
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A4
How often is the FSS reviewed?
The FSS is reviewed in detail at least every three years as part of the triennial valuation. This version is
expected to remain unaltered, until it is consulted upon as part of the formal process for the next valuation,
in 2016.
It is possible that (usually slight) amendments may be needed within the three year period. These would
be needed to reflect any regulatory changes, or alterations to the way the Fund operates (e.g. to
accommodate a new class of employer). Any such amendments would be consulted upon as appropriate:
•

trivial amendments would be simply notified at the next round of employer communications,

•

amendments affecting only one class of employer would be consulted with those employers,

•

other more significant amendments would be subject to full consultation.

In any event, changes to the FSS would need agreement by the Pensions Board and would be included in
the relevant Board Meeting minutes.
A5

How does the FSS fit into other Fund documents?

The FSS is a summary of the Fund’s approach to funding liabilities. It is not an exhaustive statement of
policy on all issues, for example there are a number of separate statements published by the Fund
including the Statement of Investment Principles, Governance Strategy and Communications Strategy. In
addition, the Fund publishes an Annual Report and Accounts with up to date information on the Fund.
These documents can be found on the web at http://pensions.cambridgeshire.gov.uk
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Appendix B – Responsibilities of key parties
The efficient and effective operation of the Fund needs various parties to each play their part.
B1
•

The Administering Authority should:operate the Fund as per the LGPS Regulations;

•

effectively manage any potential conflicts of interest arising from its dual role as Administering
Authority and a Fund employer;

•

collect employer and employee contributions, and investment income and other amounts due to the
Fund;

•

ensure that cash is available to meet benefit payments as and when they fall due;

•

pay from the Fund the relevant benefits and entitlements that are due;

•

invest surplus monies (i.e. contributions and other income which are not immediately needed to pay
benefits) in accordance with the Fund’s Statement of Investment Principles (SIP) and LGPS
Regulations;

•

communicate appropriately with employers so that they fully understand their obligations to the
Fund;

•

take appropriate measures to safeguard the Fund against the consequences of employer default;

•

manage the valuation process in consultation with the Fund’s actuary;

•

prepare and maintain a FSS and a SIP, after consultation;

•

notify the Fund’s actuary of material changes which could affect funding (this is covered in a
separate agreement with the actuary); and

•

monitor all aspects of the fund’s performance and funding and amend the FSS/SIP as necessary
and appropriate.

B2
•

The Individual Employer should:deduct contributions from employees’ pay correctly;

•

pay all contributions, including their own as determined by the actuary, promptly by the due date;

•

have a policy and exercise discretions within the regulatory framework;

•

make additional contributions in accordance with agreed arrangements in respect of, for example,
augmentation of scheme benefits, early retirement strain; and

•

notify the Administering Authority promptly of all changes to its circumstances, prospects or
membership, which could affect future funding.

B3
•

The Fund Actuary should:prepare valuations, including the setting of employers’ contribution rates. This will involve agreeing
assumptions with the Administering Authority, having regard to the FSS and LGPS Regulations, and
targeting each employer’s solvency appropriately;

•

provide advice relating to new employers in the Fund, including the level and type of bonds or other
forms of security (and the monitoring of these);

•

prepare advice and calculations in connection with bulk transfers and individual benefit-related
matters;
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•

assist the Administering Authority in considering possible changes to employer contributions
between formal valuations, where circumstances suggest this may be necessary;

•

advise on the termination of Admission Bodies’ participation in the Fund; and

•

fully reflect actuarial professional guidance and requirements in the advice given to the
Administering Authority.

B4
•

Other parties:investment advisers (either internal or external) should ensure the Fund’s SIP remains appropriate,
and consistent with this FSS;

•

investment managers, custodians and bankers should all play their part in the effective investment
(and dis-investment) of Fund assets, in line with the SIP;

•

auditors should comply with their auditing standards, ensure Fund compliance with all requirements,
monitor and advise on fraud detection, and sign off annual reports and financial statements as
required;

•

governance advisers may be appointed to advise the Administering Authority on efficient processes
and working methods in managing the Fund;

•

legal advisers (either internal or external) should ensure the Fund’s operation and management
remains fully compliant with all regulations and broader local government requirements, including the
Administering Authority’s own procedures.
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Appendix C – Key risks and controls
C1

Types of risk

The Administering Authority has an active risk management programme in place. The measures that it has
in place to control key risks are summarised below under the following headings:
•

financial;

•

demographic;

•

regulatory; and

•

governance.

C2

Financial risks

Risk

Summary of Control Mechanisms

Large scale outsourcings affect letting
employer’s ability to meet legacy liabilities

Situation monitored for all such employers (mainly local
authorities), and Officers liaise with Actuary to
determine whether further analysis is necessary in any
given case.

Fund assets fail to deliver returns in line with the
anticipated returns underpinning valuation of
liabilities over the long-term.

Only anticipate long-term return on a relatively prudent
basis to reduce risk of under-performing.
Assets invested on the basis of specialist advice, in a
suitably diversified manner across asset classes,
geographies, managers, etc.
Analyse progress at three yearly valuations for all
employers.
Inter-valuation roll-forward of liabilities between
valuations at whole Fund level.
Appropriate probability margin used in target funding
level for stabilised employer.

Inappropriate long-term investment strategy.

Overall investment strategy options considered as an
integral part of the funding strategy. Used asset
liability modelling to measure 4 key outcomes.
Chosen option considered to provide the best balance.

Fall in risk-free returns on Government bonds,
leading to rise in value placed on liabilities.

Stabilisation modelling at whole Fund level allows for
the probability of this within a longer term context.
Inter-valuation monitoring, as above.
Some investment in bonds helps to mitigate this risk.

Active investment manager under-performance
relative to benchmark.

Quarterly investment monitoring analyses market
performance and active managers relative to their
index benchmark.

Pay and price inflation significantly more than

The focus of the actuarial valuation process is on real
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Risk

Summary of Control Mechanisms

anticipated.

returns on assets, net of price and pay increases.
Inter-valuation monitoring, as above, gives early
warning.
Some investment in bonds also helps to mitigate this
risk.
Employers pay for their own salary awards and should
be mindful of the geared effect on pension liabilities of
any bias in pensionable pay rises towards longerserving employees.

Effect of possible increase in employer’s
contribution rate on service delivery and
admission/scheduled bodies

An explicit stabilisation mechanism has been agreed
as part of the funding strategy. Other measures are
also in place to limit sudden increases in contributions.

Orphaned employers give rise to added costs
for the Fund

The Fund seeks a cessation debt (or
security/guarantor) to minimise the risk of this
happening in the future.
If it occurs, the Actuary calculates the added cost
spread pro-rata among all employers – (see 3.9).

C3

Demographic risks

Risk

Summary of Control Mechanisms

Pensioners living longer, thus increasing cost to
Fund.

Set mortality assumptions with some allowance for
future increases in life expectancy.
The Fund Actuary has direct access to the experience
of over 50 LGPS funds which allows early identification
of changes in life expectancy that might in turn affect
the assumptions underpinning the valuation.

Maturing Fund – i.e. proportion of actively
contributing employees declines relative to
retired employees.

Continue to monitor at each valuation, consider
seeking monetary amounts rather than % of pay and
consider alternative investment strategies.

Deteriorating patterns of early retirements

Employers are charged the extra cost of non ill-health
retirements following each individual decision.
Employer ill health retirement experience is monitored,
and insurance is provided.

Reductions in payroll causing insufficient deficit
recovery payments

In many cases this may not be sufficient cause for
concern, and will in effect be caught at the next formal
valuation. However, there are protections where there
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Risk

Summary of Control Mechanisms
is concern, as follows:

Employers in the stabilisation mechanism may be
brought out of that mechanism to permit appropriate
contribution increases (see Note (b) to 3.3).
For other employers, review of contributions is
permitted in general between valuations (see Note (f)
to 3.3) and may require a move in deficit contributions
from a percentage of payroll to fixed monetary
amounts.

C4

Regulatory risks

Risk

Summary of Control Mechanisms

Changes to national pension requirements
and/or HMRC rules e.g. changes arising from
public sector pensions reform.

The Administering Authority considers all consultation
papers issued by the Government and comments
where appropriate.
The results of the most recent reforms have been built
into the 2013 valuation. Any changes to member
contribution rates or benefit levels will be carefully
communicated with members to minimise possible optouts or adverse actions.

Change in local government landscape (eg due
to large scale outsourcings and reorganisations,
and/or budget cuts) reduce local authorities’
ability to properly fund pension obligations

Position monitored at triennial valuations, and full
discussions with local authorities to ensure proper
understanding of long term obligations, costs and risk.
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C5

Governance risks

Risk

Summary of Control Mechanisms

Administering Authority unaware of structural
changes in an employer’s membership (e.g.
large fall in employee members, large number of
retirements) or not advised of an employer
closing to new entrants.

The Administering Authority has a close relationship
with employing bodies and communicates required
standards e.g. for submission of data.
The Actuary may revise the rates and Adjustments
certificate to increase an employer’s contributions
(under Regulation 38) between triennial valuations
Deficit contributions may be expressed as monetary
amounts.

Actuarial or investment advice is not sought, or
is not heeded, or proves to be insufficient in
some way

The Administering Authority maintains close contact
with its specialist advisers.
Advice is delivered via formal meetings involving
Elected Members, and recorded appropriately.
Actuarial advice is subject to professional requirements
such as peer review.

Administering Authority failing to commission
the Fund Actuary to carry out a termination
valuation for a departing Admission Body.

The Administering Authority requires employers with
Best Value contractors to inform it of forthcoming
changes.
Community Admission Bodies’ memberships are
monitored and, if active membership decreases, steps
will be taken.

An employer ceasing to exist with insufficient
funding or adequacy of a bond.

The Administering Authority believes that it would
normally be too late to address the position if it was left
to the time of departure.
The risk is mitigated by:
Seeking a funding guarantee from another scheme
employer, or external body, where-ever possible (see
Notes (h) and (j) to 3.3).
Alerting the prospective employer to its obligations and
encouraging it to take independent actuarial advice.
Vetting prospective employers before admission.
Where permitted under the regulations requiring a bond
to protect the Fund from various risks.
Requiring new Community Admission Bodies to have a
guarantor.

Reviewing bond or guarantor arrangements at regular
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Risk

Summary of Control Mechanisms
intervals (see Note (f) to 3.3).
Reviewing contributions well ahead of cessation if
thought appropriate (see Note (a) to 3.3).
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Appendix D – The calculation of Employer contributions
In Section 2 there was a broad description of the way in which contribution rates are calculated. This
Appendix considers these calculations in much more detail.
The calculations involve actuarial assumptions about future experience, and these are described in detail
in Appendix E.
D1
What is the difference between calculations across the whole Fund and calculations for an
individual employer?
Employer contributions are normally made up of two elements:
a)

the estimated cost of future benefits being accrued, referred to as the “future service rate”; plus

b)

an adjustment for the funding position of accrued benefits relative to the Fund’s solvency target,
“past service adjustment”. If there is a surplus there may be a reduction in the employer’s
contribution rate. If there is a deficit there will be an increase in the employer’s contribution rate, with
the surplus or deficit spread over an appropriate period. The aim is to return the employer to full
funding over that period. See Section 3 for deficit recovery periods.

The Fund’s actuary is required by the regulations to report the Common Contribution Rate1, for all
employers collectively at each triennial valuation. It combines items (a) and (b) and is expressed as a
percentage of pay; it is in effect an average rate across all employers in the Fund.
The Fund’s actuary is also required to adjust the Common Contribution Rate for circumstances which are
deemed “peculiar” to an individual employer2. It is the adjusted contribution rate which employers are
actually required to pay. The sorts of “peculiar” factors which are considered are discussed below.
In effect, the Common Contribution Rate is a notional quantity. Separate future service rates are
calculated for each employer together with individual past service adjustments according to employerspecific past service deficit spreading and increased employer contribution phasing periods.
D2

How is the Future Service Rate calculated?

The future service element of the employer contribution rate is calculated with the aim that these
contributions will meet benefit payments in respect of members’ future service in the Fund. This is based
upon the cost (in excess of members’ contributions) of the benefits which employee members earn from
their service each year.
The future service rate is calculated separately for all the employers, although employers within a pool will
pay the contribution rate applicable to the pool as a whole. The calculation is on the “ongoing” valuation
basis (see Appendix E), but where it is considered appropriate to do so the Administering Authority
reserves the right to set a future service rate by reference to liabilities valued on a more prudent basis (see
Section 3).
The approach used to calculate each employer’s future service contribution rate depends on whether or
not new entrants are being admitted. Employers should note that it is only Admission Bodies and
Designating Employers that may have the power not to automatically admit all eligible new staff to the
Fund, depending on the terms of their Admission Agreements and employment contracts.

1
2

See LGPS (Administration) Regulations 36(5).
See LGPS (Administration) Regulations 36(7).
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a)
Employers which admit new entrants
These rates will be derived using the “Projected Unit Method” of valuation with a one year period, i.e. only
considering the cost of the next year’s benefit accrual and contribution income. If future experience is in
line with assumptions, and the employer’s membership profile remains stable, this rate should be broadly
stable over time. If the membership of employees matures (e.g. because of lower recruitment) the rate
would rise over time.
b)
Employers which do not admit new entrants
To give more long term stability to such employers’ contributions, the “Attained Age” funding method is
normally adopted. This measures benefit accrual and contribution income over the whole future
anticipated working lifetimes of current active employee members.
Both approaches include expenses of administration to the extent that they are borne by the Fund, and
include allowances for benefits payable on death in service and ill health retirement.
D3

How is the Solvency / Funding Level calculated?

The Fund’s actuary is required to report on the “solvency” of the whole Fund in a valuation which should be
carried out at least once every three years. As part of this valuation, the actuary will calculate the solvency
position of each employer.
‘Solvency” is defined to be the ratio of the market value of the employer’s asset share to the value placed
on accrued benefits on the Fund actuary’s chosen assumptions. This quantity is known as a funding level.
For the value of the employer’s asset share, see D5 below.
For the value of benefits, the Fund actuary agrees the assumptions to be used with the Administering
Authority – see Appendix E. These assumptions are used to calculate the present value of all benefit
payments expected in the future, relating to that employer’s current and former employees, based on
pensionable service to the valuation date only (i.e. ignoring further benefits to be built up in the future).
The Fund operates the same target funding level for all employers of 100% of its accrued liabilities valued
on the ongoing basis, unless otherwise determined (see Section 3).
D4

What affects a given employer’s valuation results?

The results of these calculations for a given individual employer will be affected by:
•

past contributions relative to the cost of accruals of benefits;

•

different liability profiles of employers (e.g. mix of members by age, gender, service vs. salary);

•

the effect of any differences in the valuation basis on the value placed on the employer’s liabilities;

•

any different deficit/surplus spreading periods or phasing of contribution changes;

•

the difference between actual and assumed rises in pensionable pay;

•

the difference between actual and assumed increases to pensions in payment and deferred
pensions;

•

the difference between actual and assumed retirements on grounds of ill-health from active status;

•

the difference between actual and assumed amounts of pension ceasing on death;

•

the additional costs of any non ill-health retirements relative to any extra payments made;

over the period between each triennial valuation.
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Actual investment returns achieved on the Fund between each valuation are applied proportionately across
all employers, to the extent that employers in effect share the same investment strategy. Transfers of
liabilities between employers within the Fund occur automatically within this process, with a sum broadly
equivalent to the reserve required on the ongoing basis being exchanged between the two employers.
D5
How is each employer’s asset share calculated?
The Administering Authority does not account for each employer’s assets separately. Instead, the Fund’s
actuary is required to apportion the assets of the whole Fund between the employers, at each triennial
valuation.
This apportionment uses the income and expenditure figures provided for certain cash flows for each
employer. This process adjusts for transfers of liabilities between employers participating in the Fund, but
does make a number of simplifying assumptions. The split is calculated using an actuarial technique
known as “analysis of surplus”.
The Fund actuary does not allow for certain relatively minor events, including but not limited to:
•

the actual timing of employer contributions within any financial year;

•

the effect of the premature payment of any deferred pensions on grounds of incapacity.

These effects are swept up within a miscellaneous item in the analysis of surplus, which is split between
employers in proportion to their liabilities.
The methodology adopted means that there will inevitably be some difference between the asset shares
calculated for individual employers and those that would have resulted had they participated in their own
ring-fenced section of the Fund.
The asset apportionment is capable of verification but not to audit standard. The Administering Authority
recognises the limitations in the process, but it considers that the Fund actuary’s approach addresses the
risks of employer cross-subsidisation to an acceptable degree.
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Appendix E – Actuarial assumptions
E1

What are the actuarial assumptions?

These are expectations of future experience used to place a value on future benefit payments (“the
liabilities”). Assumptions are made about the amount of benefit payable to members (the financial
assumptions) and the likelihood or timing of payments (the demographic assumptions). For example,
financial assumptions include investment returns, salary growth and pension increases; demographic
assumptions include life expectancy, probabilities of ill-health early retirement, and proportions of member
deaths giving rise to dependants’ benefits.
Changes in assumptions will affect the measured value of future service accrual and past service liabilities,
and hence the measured value of the past service deficit. However, different assumptions will not of
course affect the actual benefits payable by the Fund in future.
The combination of all assumptions is described as the “basis”. A more optimistic basis might involve
higher assumed investment returns (discount rate), or lower assumed salary growth, pension increases or
life expectancy; a more optimistic basis will give lower liability values and lower employer costs. A more
prudent basis will give higher liability values and higher employer costs.
E2

What basis is used by the Fund?

The Fund’s standard funding basis is described as the “ongoing basis”, which applies to most employers in
most circumstances. This is described in more detail below. It anticipates employers remaining in the
Fund in the long term.
However, in certain circumstances, typically where the employer is not expected to remain in the Fund long
term, a more prudent basis applies: see Note (a) to 3.3.
E3

What assumptions are made in the ongoing basis?

a) Investment return / discount rate
The key financial assumption is the anticipated return on the Fund’s investments. This “discount rate”
assumption makes allowance for an anticipated out-performance of Fund returns relative to long term
yields on UK Government bonds (“gilts”). There is, however, no guarantee that Fund returns will outperform gilts. The risk is greater when measured over short periods such as the three years between
formal actuarial valuations, when the actual returns and assumed returns can deviate sharply.
Given the very long-term nature of the liabilities, a long term view of prospective asset returns is taken.
The long term in this context would be 20 to 30 years or more.
For the purpose of the triennial funding valuation at 31 March 2013 and setting contribution rates effective
from 1 April 2014, the Fund actuary has assumed that future investment returns earned by the Fund over
the long term will be 1.6% per annum greater than gilt yields at the time of the valuation (this is the same
as that used at the 2010 valuation). In the opinion of the Fund actuary, based on the current investment
strategy of the Fund, this asset out-performance assumption is within a range that would be considered
acceptable for the purposes of the funding valuation.
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b) Salary growth
Pay for public sector employees is currently subject to restriction by the UK Government until 2016.
Although this “pay freeze” does not officially apply to local government and associated employers, it has
been suggested that they are likely to show similar restraint in respect of pay awards. Based on long term
historical analysis of the membership in LGPS funds, the salary increase assumption at the 2013 valuation
has been set to 1% above the retail prices index (RPI) per annum. This is a change from the previous
valuation, which assumed a two year restriction at 1% per annum followed by longer term growth at RPI
plus 1.5% per annum.
It should be noted that, whilst this assumption will affect the pre-2013 accrual of liabilities (and hence
deficits), it will no longer be relevant for most employers under the new 2014 LGPS design: this is because
of the Career Average approach replacing the current final salary basis.
c) Pension increases
Since 2011 the consumer prices index (CPI), rather than RPI, has been the basis for increases to public
sector pensions in deferment and in payment. This change was allowed for in the valuation calculations as
at 31 March 2010. Note that the basis of such increases is set by the Government, and is not under the
control of the Fund or any employers.
As at the previous valuation, we derive our assumption for RPI from market data as the difference between
the yield on long-dated fixed interest and index-linked government bonds. This is then reduced to arrive at
the CPI assumption, to allow for the “formula effect” of the difference between RPI and CPI. At this
valuation, we propose a reduction of 0.8% per annum. This is a larger reduction than at 2010, which will
serve to reduce the value placed on the Fund’s liabilities (all other things being equal).
d) Life expectancy
The demographic assumptions are intended to be best estimates of future experience in the Fund based
on past experience of LGPS funds which participate in Club Vita, the longevity analytics service used by
the Fund, and endorsed by the actuary.
The longevity assumptions that have been adopted at this valuation are a bespoke set of “VitaCurves”,
produced by the Club Vita’s detailed analysis, which are specifically tailored to fit the membership profile of
the Fund. These curves are based on the data provided by the Fund for the purposes of this valuation.
It is acknowledged that future life expectancy and, in particular, the allowance for future improvements in
life expectancy, is uncertain. There is a consensus amongst actuaries, demographers and medical experts
that life expectancy is likely to improve in the future. Allowance has been made in the ongoing valuation
basis for future improvements in line with “medium cohort” and a 1.25% per annum minimum underpin to
future reductions in mortality rates. This is a higher allowance for future improvements than was made in
2010.
The combined effect of the above changes from the 2010 valuation approach is to add around 1% per
annum per year of life expectancy on average. The approach taken is considered reasonable in light of the
long term nature of the Fund and the assumed level of security underpinning members’ benefits.
e) General
The same financial assumptions are adopted for all employers, in deriving the past service deficit and the
future service rate: as described in (3.3), these calculated figures are translated in different ways into
employer contributions, depending on the employer’s circumstances.
The demographic assumptions, in particular the life expectancy assumption, in effect vary by type of
member and so reflect the different membership profiles of employers.
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Appendix F – Glossary
Actuarial
assumptions/basis

The combined set of assumptions made by the actuary, regarding the future, to
calculate the value of liabilities. The main assumptions will relate to the discount
rate, salary growth, pension increases and longevity. More prudent assumptions
will give a higher liability value, whereas more optimistic assumptions will give a
lower value.

Administering
Authority

The council with statutory responsibility for running the Fund, in effect the Fund’s
“trustees”.

Admission Bodies

Employers which voluntarily participate in the Fund, so that their employees and exemployees are members. There will be an Admission Agreement setting out the
employer’s obligations. For more details (see 2.5).

Common
contribution rate

The Fund-wide future service rate plus past service adjustment. It should be
noted that this will differ from the actual contributions payable by individual
employers.

Covenant

The assessed financial strength of the employer. A strong covenant indicates a
greater ability (and willingness) to pay for pension obligations in the long run. A
weaker covenant means that it appears that the employer may have difficulties
meeting its pension obligations in full over the longer term.

Deficit

The shortfall between the assets value and the liabilities value. This relates to
assets and liabilities built up to date, and ignores the future build-up of pension
(which in effect is assumed to be met by future contributions).

Deficit
repair/recovery
period

The target length of time over which the current deficit is intended to be paid off. A
shorter period will give rise to a higher annual past service adjustment (deficit
repair contribution), and vice versa.

Designating
Employer

Employers such as town and parish councils that are able to participate in the LGPS
via resolution. These employers can designate which of their employees are
eligible to join the Fund.

Discount rate

The annual rate at which future assumed cashflows (in and out of the Fund) are
discounted to the present day. This is necessary to provide a liabilities value
which is consistent with the present day value of the assets, to calculate the deficit.
A lower discount rate gives a higher liabilities value, and vice versa. It is similarly
used in the calculation of the future service rate and the common contribution
rate.

Employer

An individual participating body in the Fund, which employs (or used to employ)
members of the Fund. Normally the assets and liabilities values for each
employer are individually tracked, together with its future service rate at each
valuation.

Funding level

The ratio of assets value to liabilities value: for further details (see 2.2).

Future service rate

The actuarially calculated cost of each year’s build-up of pension by the current
active members, excluding members’ contributions but including Fund
administrative expenses. This is calculated using a chosen set of actuarial
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assumptions. It is usually expressed as a percentage of pay.
Gilt

A UK Government bond, ie a promise by the Government to pay interest and capital
as per the terms of that particular gilt, in return for an initial payment of capital by
the purchaser. Gilts can be “fixed interest”, where the interest payments are level
throughout the gilt’s term, or “index-linked” where the interest payments vary each
year in line with a specified index (usually RPI). Gilts can be bought as assets by
the Fund, but their main use in funding is as an objective measure of solvency.

Guarantee /
guarantor

A formal promise by a third party (the guarantor) that it will meet any pension
obligations not met by a specified employer. The presence of a guarantor will mean,
for instance, that the Fund can consider the employer’s covenant to be as strong
as its guarantor’s.

Letting employer

An employer which outsources or transfers a part of its services and workforce to
another employer (usually a contractor). The contractor will pay towards the LGPS
benefits accrued by the transferring members, but ultimately the obligation to pay
for these benefits will revert to the letting employer. A letting employer will usually
be a local authority, but can sometimes be another type of employer such as an
Academy.

Liabilities

The actuarially calculated present value of all pension entitlements of all members
of the Fund, built up to date. This is compared with the present market value of
Fund assets to derive the deficit. It is calculated on a chosen set of actuarial
assumptions.

LGPS

The Local Government Pension Scheme, a public sector pension arrangement put
in place via Government Regulations, for workers in local government. These
Regulations also dictate eligibility (particularly for Scheduled Bodies), members’
contribution rates, benefit calculations and certain governance requirements. The
LGPS is divided into 101 Funds which map the UK. Each LGPS Fund is
autonomous to the extent not dictated by Regulations, e.g. regarding investment
strategy, employer contributions and choice of advisers.

Maturity

A general term to describe a Fund (or an employer’s position within a Fund) where
the members are closer to retirement (or more of them already retired) and the
investment time horizon is shorter. This has implications for investment strategy
and, consequently, funding strategy.

Members

The individuals who have built up (and may still be building up) entitlement in the
Fund. They are divided into actives (current employee members), deferreds (exemployees who have not yet retired) and pensioners (ex-employees who have now
retired, and dependants of deceased ex-employees).

Past service
adjustment

The part of the employer’s annual contribution which relates to past service deficit
repair.

Pooling

Employers may be grouped together for the purpose of calculating contribution
rates, so that their combined membership and asset shares are used to calculate a
single contribution rate applicable to all employers in the pool. A pool may still
require each individual employer to ultimately pay for its own share of deficit, or (if
formally agreed) it may allow deficits to be passed from one employer to another.
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For further details of the Fund’s current pooling policy (see 3.4).
Profile

The profile of an employer’s membership or liability reflects various measurements
of that employer’s members, ie current and former employees. This includes: the
proportions which are active, deferred or pensioner; the average ages of each
category; the varying salary or pension levels; the lengths of service of active
members vs their salary levels, etc. A membership (or liability) profile might be
measured for its maturity also.

Rates and
Adjustments
Certificate

A formal document required by the LGPS Regulations, which must be updated at
least every three years at the conclusion of the formal valuation. This is completed
by the actuary and confirms the contributions to be paid by each employer (or pool
of employers) in the Fund for the three year period until the next valuation is
completed.

Scheduled Bodies

Types of employer explicitly defined in the LGPS Regulations, whose employers
must be offered membership of their local LGPS Fund. These include Councils,
colleges, universities, academies, police and fire authorities etc, other than
employees who have entitlement to a different public sector pension scheme (e.g.
teachers, police and fire officers, university lecturers).

Solvency

In a funding context, this usually refers to a 100% funding level, ie where the
assets value equals the liabilities value.

Stabilisation

Any method used to smooth out changes in employer contributions from one year to
the next. This is very broadly required by the LGPS Regulations, but in practice is
particularly employed for large stable employers in the Fund. Different methods
may involve: probability-based modelling of future market movements; longer deficit
recovery periods; higher discount rates; or some combination of these.

Theoretical
contribution rate

The employer’s contribution rate, including both future service rate and past
service adjustment, which would be calculated on the standard actuarial basis,
before any allowance for stabilisation or other agreed adjustment.

Valuation

An actuarial investigation to calculate the liabilities, future service contribution rate
and common contribution rate for a Fund, and usually individual employers too.
This is normally carried out in full every three years (last done as at 31 March
2013), but can be approximately updated at other times. The assets value is based
on market values at the valuation date, and the liabilities value and contribution
rates are based on long term bond market yields at that date also.
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A.

Introduction

A.1.

The Local Government Pension Scheme (Management and Investment of
Funds) Regulations 2009, which came into force on 1 January 2010, require an
Administering Authority, after consultation with such persons as it considers
appropriate, to prepare, maintain and publish a written statement of the
principles governing its decisions about the investment of Fund money.

A.2.

This Statement of Investment Principles (SIP) must cover the Fund’s policy on:a)
b)
c)
d)
e)
f)

the types of investment to be held;
the balance between different types of investments;
risk, including the ways in which risks are to be measured and managed;
the expected return on investments;
the realisation of investments;
the extent (if at all) to which social, environmental or ethical considerations
are taken into account in the selection, retention and realisation of
investments;
g) the exercise of the rights (including voting rights) attaching to investments,
if the authority has any such policy; and
h) stock lending.

A.3.

The SIP must also state the extent to which the administering authority
complies with guidance given by the Secretary of State, and, to the extent the
authority does not comply, the reasons for not complying.

A.4.

The SIP must be reviewed and if necessary, revised, by the administering
authority from time to time and, in the case of any material change in the
authority’s policies or breach of compliance, within six months of such change.
To meet this requirement the Pension Fund Board (PFB) reviews the SIP
annually.

A.5.

The purpose of this document is to satisfy the requirements of these
regulations.

A.6.

In addition Local Government Pension Scheme (England and Wales)
(Amendment) Regulations 2004 came into effect 1 April 2004, requiring
Administering Authorities to publish a Funding Strategy Statement (FSS). The
FSS must have regard to the SIP. This document contains reference to the FSS
for information.
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B.

Compliance Statement

B.1.

As stated above, the SIP is required to state the extent to which the
Administering Authority is compliant with the Guidance given by the Secretary
of State and also the extent the authority does not comply and if so the reasons
for non compliance.

B.2.

The table below sets out the requirements of the contents of the SIP, and the
section within the SIP evidences this. This document therefore demonstrates
that the Fund is currently Fully Compliant with all its requirements under the
Regulations.
Document
Ref

Requirement

Compliance
Status

That the SIP covers statements on:
C2

The types of investment to be held

C5,
Appendix C

The balance between different types of
investments
Risk, including the ways in which risks are to
be measured and managed

C6

The realisation of investments

C7

The expected return on investments

C8

Stock Lending

C4

C10,
Appendix D
C10,
Appendix D

The extent to which social, environmental or
ethical considerations are taken into account
in the selection, retention and realisation of
investments
The exercise of the rights (including rights)
attaching to investments, if the authority has
any such policy
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C.

Investment Principles

C.1.

Investment Policy

C.1.1.

The primary investment objective is to ensure that the Fund is able to meet its
liabilities for pensions and other benefits with the minimum, stable level of
employer contributions.

C.1.2.

The investment objectives are to maximise investment returns over the long
term within specified reasonable risk tolerances. Investment returns are defined
as the overall rates of return (capital growth and income combined).

C.1.3.

The investment style is to appoint suitable expert fund managers with a clear
performance benchmark and place maximum accountability for performance
against that benchmark on the fund manager.

C.2.

Types of Investment to be held

C.2.1.

An Investment Management Agreement is in place for each fund manager,
setting out the relevant benchmark, performance target, asset allocation ranges
and any statutory restrictions or other restrictions determined by the PFB and/or
Investment Sub Committee (ISC) as appropriate.

C.2.2.

As per the Local Government Pension Scheme (Management and Investment
of Funds) Regulations 2009, the types of investment which the fund managers
may hold include:
•
UK Equities
•
Global Equities
•
UK Fixed Interest Bonds
•
Global Fixed Interest Bonds
•
UK Index-linked Investments
•
Global Index-linked Investments
•
Property Unit Trusts
•
Hedge Fund of Funds
•
Private Equity Fund of Funds
•
Alternatives Investments such as Infrastructure, Futures, Derivatives and
Commodities.
•
Cash Instruments
•
Relevant Insurance Instruments

C.3.

Approach to managing the Fund

C.3.1.

The Administering Authority strategically reviews the allocation over the
different types of investment formally on a triennial basis; however reviews can
occur more frequently should material issues arise.

C.3.2.

Following the strategic review and allocation of investment types the Scheme
will review and if necessary change, its mix of external fund managers to
efficiently deliver the Scheme’s investment portfolio.
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C.3.3.

The Fund currently has eleven investment mandates with eleven fund
managers. The Fund is also joint owner of Cambridge and Counties Bank.
Each will have an agreement in place that sets out the relevant benchmark
against which performance will be measured, a performance target and any
constraints and parameters within which the manager/Bank must operate.
Appendix A and B show the detailed breakdown of managers and mandates as
at the date of this report.

C.3.4.

The Administering Authority believes the current strategic asset allocation and
blend of fund managers, provides a strong diversification, specialisation and
spread of risk for the investments of the Fund’s assets.

C.4.

Balance between different types of investment

C.4.1.

Local Government Pension Scheme (LGPS) regulations require that Funds
achieve ‘proper diversification’. This may be considered in terms of ensuring
that investments are spread across a wide range of investment types.

C.4.2.

Active fund managers are given wide discretion over asset allocation, subject to
regular review, and are required to report at least once every three months their
current asset allocation position against their strategy, and seek approval for
variations to their strategies.

C.5.

Investment Risk

C.5.1.

The constant monitoring of performance relative to a performance target
constrains fund managers from deviating significantly from the intended
approach, whilst permitting flexibility to manage the Fund in such a way as to
enhance returns. The appointment of more than one fund manager introduces a
level of diversification of manager risk.

C.5.2.

Fund managers are instructed to diversify between investment types and within
each investment type so that the prospects of potential losses are reduced.
Fund managers are also instructed to observe the Council's restrictions in
investments as set out in the Investment Regulations 2009.

C.5.3.

Fund managers will bias their portfolios towards stocks which are expected to
out-perform in rising or falling markets, but not take such contrarian positions
that major under-performance occurs if they are incorrect in their strategies.
They are required to operate in such a way that the possibility of underperformance against the target is kept within an acceptable limit. Fund
managers will use and report on the risk measures employed on a regular
basis.

C.6.

The realisation of investments

C.6.1.

Some fund managers are required to maintain portfolios that consist of assets
that are readily realisable. The majority of the Fund’s investments are quoted
on major stock markets and thus may be realised relatively quickly if required.

C.6.2.

The PFB has delegated to the fund managers responsibility for the selection,
retention and realisation of assets.
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C.7.

Expected return on investments

C.7.1.

The Fund is expected to produce a return over the long term in excess of the
investment return assumed in the actuarial valuation. The majority of the Fund’s
assets are managed on an active basis and, overall, the Fund is expected to
out-perform its benchmarks over the long term.

C.7.2.

At the last actuarial valuation, an excess return of 1.6% p.a. over gilts was
assumed for the Fund’s assets. The Fund monitors investment return against
the valuation assumptions, through quarterly performance monitoring from WM
Company (the Fund’s performance reporter) and meeting with managers at
quarterly ISC and Interim meetings to discuss performance relative to their
benchmark and longer term objectives. Additionally WM Company and the
Fund’s Investment Consultant, Hymans Robertson, report on fund performance
annually at the PFB and ISC.

C.8.

Stock Lending

C.8.1.

The Fund actively engages in Stock lending through the Funds custodian. The
Fund receives a net income, which in 2012-13 was £255.4k. This income is the
premium paid by third parties who borrow stock held by this Fund. Collateral
stock is held to safeguard the Fund’s assets. Lending is limited to 35% of the
stock held by the Fund, although actual activity in 2012-13 averaged 11.1% and
in 2011-12 10.2%.

C.8.2.

As at 31 March 2013 the value of stock loaned to third parties was £81.7m
against collateral held of £89.3m. More information is available in the Pension
Fund Annual Report and Statement of Accounts in the Notes to Accounts
section.

C.9.

Operational Risk

C.9.1.

The overall risk for any Pension Scheme is that its assets will be insufficient to
meet its liabilities. The risk is negligible for Local Authority Funds as these are
assessed on an actuarial basis every 3 years (Fund Valuation) and contribution
rates are adjusted to ensure solvency.

C.9.2.

In terms of specific investment risk, the Cambridgeshire Pension Fund is
managed in a way that is designed to control and mitigate against this.

C.9.3.

Further Asset Liability Studies will be undertaken to help the PFB and ISC
determine, from time to time, appropriate asset allocation ranges. The aim of
these is to ensure that the Fund’s assets are prudently spread across different
asset types and markets. As the Fund’s liabilities are based in sterling, the
majority of the Fund’s assets are likely to be sterling denominated. The asset
allocation will be formally reviewed following the triennial valuation, and at other
times as required.

C.9.4.

The Fund will normally hold a large proportion of its assets in equities, which
are considered to be the most appropriate match with the Fund’s liabilities.
Over the long term, they should provide a hedge against inflation and grow in
line with the underlying economy. To minimise the risks associated with this
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policy, a broadly based portfolio of stocks is held, spread across different
countries and different industrial sectors.
C.9.5.

The Fund’s investment performance is reviewed quarterly by the ISC and
should remedial action be required the ISC will determine the action to be taken
and, where necessary, recommend to the PFB for approval.

C.9.6.

The Fund is subject to actuarial review every three years. The Fund’s actuary
calculates the contributions required from employing authorities to ensure the
solvency of the Fund. The Fund’s position is based on the market values of the
assets at the time of the review.

C.9.7.

At present the Fund has a positive cash flow and is forecast to remain in this
position for a number of years. However the Fund is acutely aware of significant
potential pressures arising from Opt Outs, fiscal pressures on employers, and
the general economic climate. The Fund is actively monitoring the situation to
ensure it can act quickly should the need arise. It does, however, sell
investments from time to time as part of normal investment management
activities. However with pending scheme changes and the circumstances
outlined above the positive cash flow horizons are anticipated to significantly
reduce.

C.9.8.

An alternative annual review of performance is undertaken annually upon
receipt of annual data from WM, which provides a local government
perspective.

C.9.9.

The Fund’s Custodian will be reviewed annually. The aim of this is to;
•
Gain feedback on the quality of services from the existing provider and
comparisons with alternative providers.
•
Provide transparency and openness with regard to the investment
operations of the Fund.
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C10.

Responsible Investment Policy

C.10.1

Responsible Investment – Position, Definition and Beliefs
The Cambridgeshire Local Government Pension Fund (the “Fund”) is a longterm investor, with a commitment to responsible investment (RI). The Fund
defines “responsible investment” as the “integration of environmental, social
and corporate governance (ESG) considerations into investment management
processes and ownership practices”.

The Fund believes that good stewardship can enhance long-term portfolio
performance, and is therefore in the best interests of the Fund’s beneficiaries
and aligned with fiduciary duty.

The Fund believes that ESG and ethical issues can affect the performance of
investment portfolios and should therefore be considered as part of the Fund’s
investment process.

This policy constitutes the mechanism by which the Fund will monitor ESG risks
and opportunities across its assets.

With regard to RI, the authority is mindful of the following principles that are
based on legal rulings applicable to all pension schemes:

•

Administering authorities are free to adopt a policy of RI investment
provided that they treat the financial interests of all classes of scheme
members as paramount and their investment policies are consistent with
the standards of care and prudence required by law.

•

Administering authorities are free to avoid certain kinds of prudent
investment which they consider scheme members would regard as
objectionable so long as they make equally financially advantageous and
prudent investments elsewhere. Administering authorities may make RI
related or ethical investments provided these are otherwise justifiable on
investment grounds.
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•

C.10.2

Administering authorities are not entitled to subordinate the interests of
members to ethical or social demands. The financial performance of the
Fund, consistent with proper diversification and prudence is paramount.

Scope
This RI Policy covers the Fund’s activities as an asset owner, specifically the
decisions and activities that we undertake as we manage the Fund’s assets and
liabilities.
The Fund’s assets are managed by third-party investment managers.
Monitoring how the investment managers are meeting the Fund’s expectations
set out in this policy will be a major part of how we meet our objectives in this
area.

C.10.3

Governance of the RI Policy
The Fund’s PFB is responsible for the development, implementation and
monitoring of this policy.
The PFB is also responsible for reviewing and, if necessary, updating this policy
on an annual basis.
The PFB has delegated responsibility for monitoring the Fund’s investment
managers to the Fund’s ISC. The ISC is responsible for monitoring the RI
activities of the Fund’s investment managers and for reporting on the Fund’s RI
activities to members.
RI reporting will focus on areas such as the development of the Fund’s
manager monitoring activities, including their voting and engagement activities.

C.10.4

Engagement – encouraging ESG best practice
The Fund’s objective in addressing RI and related issues is to use its influence
to encourage ESG best practice by its investment managers.
The Fund supports the UK Stewardship Code and expects the Fund’s
investment managers to comply with the UK Stewardship Code. In Appendix
D, the Fund has issued a Statement of Commitment to the UK Stewardship
Code highlighting how the Fund is discharging its stewardship responsibilities.
The Fund will exercise its ownership responsibilities by doing the following:

•

Ensuring that all investment management agreements clearly set out the
Fund’s expectations regarding the consideration of ESG issues.
o
Managers should have a clear process for integrating ESG
considerations into investment decision-making processes
o
Managers will be expected to adhere to all relevant stewardship
guidelines (e.g. the UK Stewardship Code) on a comply or explain
basis
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•

C.10.5

Monitoring the Fund’s investment managers annually to determine the
extent to which our expectations are being met.
o
Where portfolio companies fail to meet certain minimum ESG
standards, investment managers must explain what steps are being
taken to bring them up to the minimum level.
o
Managers will report regularly (at least annually) and in detail to the
ISC on how they are meeting or addressing the Fund’s ESG
requirements.

Collaborative engagement
At times the Fund finds it more effective to work in collaboration with other investors to
achieve its aims. For example, the Fund is a member of the Local Authority Pension
Fund Forum (LAPFF) This initiative enables the Fund to work with other investors to
understand the impacts of ESG considerations on financial performance.

C.10.6

Corporate Governance and Proxy Voting
he Fund has used best practice standards to develop a view on the most important
high-level governance issues. With respect to investments in the UK, we expect the
managers to have due regard to the UK Corporate Governance Code. With respect to
overseas investments, we expect the managers to have due regard to relevant
recognised standards, including the ICGN’s [International Corporate Governance
Network] Global Corporate Governance Principles and Securities Lending Code of
Best Practice as well as the OECD [Organisation for Economic Co-operation and
Development] Corporate Governance Guidelines.

These principles are as follows:

•

Effective Boards: An effective board of directors is essential to the longterm success of a company. The board provides strategic guidance to as
well as oversight of the executive directors on behalf of shareholders. The
board should also consider the interests of company stakeholders including
employees, suppliers, customers, the environment and society. To do this
requires sufficient independence from the executives as well as the right
mix of skills, competence and experience.

•

Accountability & Risk Management: The board must at all times be
conscious of its accountability to shareholders. It is responsible for
determining the nature and extent of any significant risks taken on by the
company in the pursuit of its strategic objectives. Risk management should
be dynamic and comprehensive, considering operational, reputational and
ESG risks in addition to financial risks.
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•

Shareholder Rights: Shareholders should be encouraged to participate in
supporting good governance – voting rights should be equal across all
shareholders; the exercise of voting rights should not be subject to
unnecessary hurdles; directors should engage shareholders to explain
voting issues where necessary; shareholders should have a say on major
decisions (e.g. approving executive remuneration and major share
issuance, nominating and appointing directors and external auditors etc.)

•

Shareholder responsibilities: Shareholders should remain conscious of
their duties to beneficiaries at all times including when considering
corporate governance and other ESG issues. This can be achieved by
considering ESG issues when assessing the risk of portfolio companies;
exercising voting rights actively and intelligently and by collaborating with
other investors. Beneficial owners should also aim to integrate ESG criteria
into investment management mandates where appropriate.

•

Remuneration: Remuneration policies should reinforce (rather than
undermine) company culture. The board should use remuneration policies
to align the interests of executives and shareholders, incentivising
behaviour that encourages long-term financial health and promotes sound
risk management. Significant aspects of remuneration policy should be
developed through formal and transparent processes and be adequately
disclosed to and approved by shareholders.

•

Transparency: The board should ensure that shareholders receive
accurate, relevant and timely information regarding financial, strategic,
operational, and ESG issues. Accounting, governance, remuneration and
wider corporate responsibility policies should be clearly disclosed and come
with a statement of support by the board.

•

Stock lending: Prior to engaging in a programme of stock lending
beneficial owners should consider the risks inherent in this activity.

The Fund’s investment managers exercise voting rights and undertake engagement in
accordance with their own corporate governance policies, including escalation
procedures to protect investment value. Each manager’s policy is expected to be
provided to the Fund and is reviewed by the ISC as part of the Fund’s manager
monitoring processes.

The Fund expects its investment managers to demonstrate adherence to the above
principles in the proxy voting decisions undertaken in relation to the Fund’s assets.
The PFB will capture the extent to which this has happened through the Fund’s
manager monitoring process.
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The Fund expects that its delegated investment managers will:

•
•

C.10.7

Vote all shares (for listed equity assets) without exception unless a valid
reason is provided as to why not (such as share blocking)
Not undertake stock-lending to any third party without the prior agreement
of the Fund

Manager Monitoring
Manager monitoring is a key element of the Fund’s RI strategy. The PFB monitors the
progress of its investment managers regarding the integration of ESG issues into their
investment decision-making processes.
The Fund’s monitoring process will look for evidence of positive momentum towards its
ESG expectations by:

•
•
•

Developing a formal but straightforward system of monitoring our
investment managers based on the Fund’s ESG expectations
Using this system to keep track of progress
Using information obtained from this monitoring process to demonstrate
progress to the Fund’s members via reporting on the Fund’s website

The Fund’s manager monitoring process for the integration of ESG covers all asset
classes.
The Fund expects investment managers to:

•
•
•

C.10.8

Integrate ESG considerations into their investment decision-making
processes
Adhere to all relevant stewardship guidelines and codes of practice, such
as the UK Stewardship Code, or explain why they have not
Report regularly (annually) and in detail to the PFB or ISC on how they are
meeting or addressing the Fund’s ESG requirements.

Negative screening/investment exclusions
The Fund adopts the view that it should seek out investment opportunities on the basis
that they meet the needs of its long-term investment strategy and the nature of its
liabilities.
In line with this policy and the Fund’s commitments to responsible investment, the
Fund recognises that it must do this whilst considering ESG issues whenever they are
relevant.
The Fund has adopted a policy of engagement rather than exclusion.

The PFB will continue to review the Fund’s position on exclusions on an annual basis.
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Appendix A
Fund Managers and Mandates
Target Asset Allocation and Fund Specific Benchmarks July 2013
The table below shows the Fund’s asset allocation together with the specific
benchmarks (indices) against which to measure investment performance.
UK Equity
State Street
Schroder

20.0%
10.0%*
10.0%*

Global Equity

FTSE All-Share index
FTSE All-Share index

44.5%

State Street

11.0%

FTSE All World

Newton
Amundi

12.0%
12.0%

MSCI AC World Unhedged
MSCI Europe

Schroder
Skagen

4.5%
5.0%

Composite
MSCI Emerging Markets Index

Bonds and Fixed Income

14.5%

Schroder

12.0%

Composite

M&G

2.5%

3 month Libor +4%

Property
Schroder

11.0%
11.0%

Private Equity
Adams Street
HarbourVest
Cambridge and Counties Bank

IPD UK PPF All Balanced Funds

5.0%
2.0%
2.0%
1.0%

Infrastructure

MSCI World
MSCI World
MSCI World

5.0%

UBS

**

MSCI World

Equitix

**

MSCI World

Partners Group

**

MSCI World

100.0%
*Provisional
**No split calculated
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Appendix B
Performance Targets
The Managers appointed to the Scheme and their individual performance targets over
the benchmark indices above [over a rolling three-year program] are;
Performance
Target
Schroder Multi Asset

1.00%

Schroder Property

0.75%

Newton Global Equity

2.00%

Amundi European Equity

2.00%

Skagen EM Equity

2.00%

State Street UK Equity
State Street Global Equity
State Street Index-Linked Gilts

0.00%
0.00%
0.00%

M&G Loans

0.00%

Private Equity

3.00%

Infrastructure

0.00%

Total Fund

1.10%
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Appendix C
Key Risks and Controls
Risk Index
Risk

Summary of Controls
1:Low...5:High
FINANCIAL RISKS

Inappropriate long-term
investment strategy.

•

Fund assets fail to deliver returns
in line with the anticipated returns
underpinning the valuation of
liabilities over the long-term.

•
•
•

Fall in risk-free returns on
government bonds, leading to a
rise in the value placed on
liabilities.

•

Active investment manager under
performance relative to
benchmark over the medium term.

•

Pay and price inflation significantly
more than anticipated.

•

•

•
•
Effect of possible increase in
employer’s contribution rate on
service delivery and
admission/scheduled bodies.

•
•

•
•

Set Fund-specific benchmark,
informed by Asset-Liability modelling
of liabilities.
Only anticipate long-term return on a
relatively prudent basis to reduce the
risk of under-performing.
Analyse progress at three yearly
valuations for all employers.
Inter-valuation monitoring of
investment performance.
Inter-valuation monitoring of
investment performance.
Asset Allocation reviews

Quarterly monitoring of market
performance and active managers’
performance relative to their
benchmark and longer term
objectives.
The focus of the actuarial valuation
process is on the real return on
assets, net of price and pay
increases.
Inter valuation monitoring provides
early warning.
Some investment in index-linked
bonds helps to mitigate this risk.
Seek feedback from employers on
scope to absorb short-term
contribution rises.
Mitigate impact through deficit
spreading and phasing in of
contribution rises where this is
possible and does not negatively
impact the Fund. This to be
considered against the need to ensure
that deficit spreading does not
become a one-off opportunity.
Introduction of “Smoothing” over a
number of valuation periods.
Ensure decisions are well informed
and account for current and future
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Risk Index
Risk

Summary of Controls
1:Low...5:High
asset and liability expectations.

DEMOGRAPHIC
Pensioners living longer than
previous experience.

•

•

•

Deteriorating patterns of early
retirements.

•
•

•

Consider allowance in future
valuations for future increases in life
expectancy beyond experience to
date.
Fund Actuary monitors combined
experience of around 50 Funds to
look for early warnings of differing
mortality rates than those assumed in
funding.
Administering Authority encourages
any employers concerned at pension
costs to promote late retirement
culture.
Implementation of Hutton review.
Employers are charged the extra
capital cost of non ill health early
retirements following each individual
decision.
Employer ill health retirement
experience is monitored.

5

3

REGULATORY
Changes to regulations

•

This may give rise to:

•
•

•
•
•

More favourable benefits
packages
Potential new entrants to the
Fund
Backdating of benefits
improvements or
membership e.g.
developments around parttime workers

•

The Administering Authority is alert to
the potential creation of additional
liabilities and administrative difficulties
for employers and itself.
New CARE Scheme proposals falling
out of Hutton by 2015.
The Administering Authority considers
all consultation papers issued by the
ODPM and comments where it
considers that that is appropriate.
The Administering Authority will
consult employers where it considers
that it is appropriate. It urges all
employers to participate where
national consultation exercises are
undertaken.

Changes to national pension
requirements and/or Inland
Revenue rules e.g. the new
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Risk Index
Risk

Summary of Controls
1:Low...5:High

scheme scheduled for introduction
from April 2008 and subsequent
new regulations.
GOVERNANCE
Administering Authority unaware
of structural changes in an
employer’s membership (e.g.
large fall in employee members,
large number of retirements)

•

•
Administering Authority not
advised of an employer closing to
new entrants.

•

•

•
Administering Authority failing to
commission the Fund Actuary to
carry out a termination valuation
for a departing Admission Body
and losing the opportunity to call
in any debt in respect of a funding
deficit.

An employer ceases to exist with
insufficient funding or adequacy of
bond.

•
•
•

The Actuary may be instructed to
consider revising the Rates and
Adjustments certificate to increase an
employer’s contribution (under
Regulation 78) between triennial
valuations.
Deficits are expressed as monetary
amounts.
The Fund maintains communication
with all employer bodies to
understand the impact of changes in
their business on the Pension Fund.
The Actuary may be instructed to
consider revising the Rates and
Adjustments certificate to increase an
employer’s contribution (under
Regulation 78) between triennial
valuations.
The Fund monitors the receipt of
contributions on a monthly basis and
investigates all non-receipts.
The Fund is developing a database to
monitor all admission bodies.
Data on all bodies is provided to the
Actuary at valuation.
The Fund monitors the receipt of
contributions on a monthly basis and
investigates all non-receipts.

3

4

4

The Administering Authority believes that it
would normally be too late to address the
position if it was left to the time of
departure.
1
The risk is mitigated by a prudent
admissions policy which:

•

Sets out the employer obligations
Page 97 of 129

APPENDIX B – STATEMENT OF INVESTMENT PRINCIPLES
Risk Index
Risk

Summary of Controls
1:Low...5:High
•
•
•

Administering Authority fails to
implement sound internal
governance arrangements for the
management of the Fund.

•

•
•

clearly.
Seeks an appropriate funding
guarantee.
Encourages the employer to take
actuarial advice.
Where permitted under the
regulations, requires a bond to protect
the Fund.
The Administering Authority operates
a Pension Fund Board with a
supporting Investment Sub
Committee, as recommended by
CIPFA best practice.
All meetings are duly minuted and
minutes inspected as part of the
annual external audit process.
Adoption of the CIPFA Skills and
Knowledge Framework.
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Appendix D
Cambridgeshire Local Government Pension Scheme – Statement of Commitment to the
UK Stewardship Code
The Cambridgeshire Local Government Pension Fund (the “Fund”) believes that good
stewardship can enhance long-term portfolio performance, and is therefore in the best interests
of the Fund’s beneficiaries and aligned with fiduciary duty. Therefore, the Fund supports the
principles of the UK Stewardship Code (the “Code”).
The Fund believes that Environmental, Social and Corporate Governance (“ESG”) issues can
affect the performance of investment portfolios and are therefore considered as part of the
Fund’s investment process.
Principle 1 – Institutional investors should publicly disclose their policy on how they will
discharge their stewardship responsibilities.
The Fund has given its managers full discretion when evaluating ESG issues and in exercising
rights and stewardship obligations relating to the Fund’s investments. This policy is outlined in
the Fund’s Responsible Investment Policy, which is publicly available and is reviewed on an
annual basis.
The Fund supports the UK Stewardship Code and expects the Fund’s investment managers to
comply with the UK Stewardship Code. The Fund monitors the investment managers in this
regard on an annual basis.
Principle 2 – Institutional investors should have a robust policy on managing conflicts of
interest in relation to stewardship and this policy should be publicly disclosed.
The Fund encourages the investment managers to adopt effective policies addressing potential
conflicts of interest with regards to stewardship activities. The Fund monitors the investment
managers in this regard.
The Funds’ overriding obligation is to act in the best financial interests of the members. Our
policy of constructive engagement with companies is consistent with the Funds’ fiduciary
responsibilities.
Principle 3 – Institutional investors should monitor their investee companies.
The Fund has delegated responsibility of the management of its equity holdings to investment
managers and monitoring investee companies is part of this responsibility.
The Fund encourages investment managers to monitor companies, intervene where necessary
and report back regularly on activity undertaken.
The Fund undertakes regular monitoring of the activities of the investment managers.
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Principle 4 – Institutional investors should establish clear guidelines on when and how
they will escalate their activities as a method of protecting and enhancing shareholder
value.
Responsibility for stewardship activities is delegated to the Fund’s investment managers.
As highlighted above, responsibility for day-to-day interaction with companies is delegated,
including the escalation of engagement when necessary and the Fund monitors the investment
managers in this regard.
We expect the approach to engagement on our behalf to be value orientated and focussed on
long term profitability. We expect the Fund’s investment managers to disclose their guidelines for
such activities in their own statements of commitment to the Code.
Principle 5 – Institutional investors should be willing to act collectively with other
investors where appropriate.
The Fund is willing to work collaboratively with other investors, where appropriate, to enhance
the influence that it has on individual companies.
The Fund is a member of the Local Authority Pension Fund Forum (“LAPFF”), which engages
with companies over ESG issues on behalf of its members.
Principle 6 – Institutional investors should have a clear policy on voting and disclosure of
voting activity.
The Fund’s investment managers exercise voting rights and undertake engagement in
accordance with their own corporate governance policies, including escalation procedures to
protect investment value. Each manager’s policy is expected to be provided to the Fund and is
reviewed as part of the Fund’s manager monitoring processes.
The Fund expects its delegated investment managers to vote on all shares held (without
exception unless a valid reason is provided as to why not (such as share blocking)).
Reporting on voting and engagement activities is provided to the Fund on a regular basis and the
Fund monitors the investment managers in this regard.
Principle 7 – Institutional investors should report periodically on their stewardship and
voting activities.
The Fund expects the investment managers to report regularly on their stewardship and voting
activities.
In addition, the Fund encourages the investment managers to consider and report the impact of
engagement activity.
The Fund reports annually on stewardship activity through a specific section on Responsible
Investment in the Funds’ annual report and accounts.

July 2013
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If you have any queries relating to this Statement of Commitment please contact Emma Bland,
Group Accountant, LGSS – Pensions Investments on +44 (0)1604 368672 or
ebland@northamptonshire.gov.uk
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Local Government Pension Fund

Governance Policy & Governance
Compliance Statement
January 2013
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Cambridgeshire Local Government
Pension Scheme (LGPS)
Governance Policy Statement
1) Contents

Page No.

Regulation

2

Compliance against the Regulation

3

Performance and Risk Monitoring

3

Accountability and Publication of Information

4

Governance Compliance Statement

5

Best Practice Principles

5

Appendix A: Article 8 and part 5 of the Constitution

17

Appendix B: Guidance Note for Co-opted Members

23

Appendix C: Disclosable Pecuniary Interests

27

2) Regulation
Governance of local government pension schemes is covered in
administration regulations, which require administering authorities to set out in
a Governance Compliance Statement how they govern their respective
scheme. Such Statements should address the requirements of the regulation,
as detailed below:31.(1) This regulation applies to the written statement prepared and published by
an administering authority under regulation 73A of the 1997 Regulations.
(1A) An administering authority that has not published the first such statement
as prescribed by regulation 73A(2), must do so on or before 1st November
2008. (SI 2008/2425. /Amended/SI/20082425.htm.)
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(2) The authority must-`
(a) keep the statement under review;
(b) make such revisions as are appropriate following a material change
in respect of any of the matters mentioned in paragraph (3); and
(c) if revisions are made(i) publish the statement as revised, and
(ii) send a copy of it to the Secretary of State.
(3) The matters are(a) whether the authority delegates its function, or part of its function, in
relation to maintaining a pension fund to a committee, a sub-committee
or an officer of the authority;
(b) if it does so(i) the terms, structure and operational procedures of the
delegation,
(ii) the frequency of any committee or sub-committee meetings,
(iii) whether such a committee or sub-committee includes
representatives of employing authorities (including authorities
which are not Scheme employers) or members, and, if so,
whether those representatives have voting rights;
(c) the extent to which a delegation, or the absence of a delegation,
complies with guidance given by the Secretary of State and, to the
extent it does not so comply, the reasons for not complying.
(4) In reviewing and making revisions to the statement, the authority must
consult such persons as it considers appropriate.

3) Compliance against the Regulations
This section refers to the sub sections of regulation 31 as detailed above.

1) The Cambridgeshire Fund (the Fund) has published a Governance
Compliance Statement since the original required date of November
2008.
2) The Fund has undertaken an annual review of the Governance
Compliance Statement since inception.
3) The review of the Governance Arrangements of the Fund has
undergone extensive consultation with Pension Committee members
and senior officers, supported by the Fund’s Actuary Hymans. The
County Council approved changes to the constitution to reflect the
review of the Powers and creation of the Pension Fund Board and
Investment Sub Committee.

4) Performance and Risk Monitoring
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1) In respect of investments the Fund employs professional and Industry
recognised investment performance measuring providers to measure and
report on the performance and risk of individual portfolios and the Total Fund.
2) The Fund employs a professional and industry recognised actuary, who
provides wider Fund specific performance and risk information in particular
covering Fund and Employer matters.
3) All such arrangements are governed by formal agreement.
4) The Pension Fund Board, the Investment Sub-Committee and the Funds
Officers consider formally the performance and risk issues in relation to
managers and the Total Fund. Additionally, quarterly reports provided by
suitable external providers are distributed to members of the Investment SubCommittee on a quarterly basis.
5) An annual review of performance is undertaken, in line with the production of
the Annual Report and Statement of Accounts.

5) Accountability and Publication of Information
Details of Pension Fund Board meetings are published on the Cambridgeshire
County Council website together with agendas, reports to be considered by
the Board and minutes of proceedings. The meetings of the Pension Fund
Board which are usually held at the County Council Offices in Shire Hall,
Cambridge, CB3 0AP, are open to the public.
An Annual Pension Scheme Report and Accounts is published on the County
Council’s website, (pensions.cambridgeshire.gov.uk, within the Key Documents
Library), reporting on the activities and investment performance during the year.
Details of matters considered during the year and meetings held are reported and a
copy of the annual report is available on the Council’s website. Extracts of the annual
report and details of its availability are also reported in the members newsletters sent
to all scheme members.
Published
January 2013
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Governance Compliance Statement
Best Practice Principles
This section sets out the extent to which the delegation complies with
guidance from the Secretary of State, with reasons.

PART II/A - Structure
Recommended Principle:
a)

The management of the administration of benefits and strategic management
of fund assets clearly rests with the main committee established by the
appointing council.

b)

That representatives of participating LGPS employers, admitted bodies and
scheme members (including pensioner and deferred members) are members
of either the main or secondary committee established to underpin the work of
the main committee.

c)

That where a secondary committee or panel has been established, the
structure ensures effective communication across both levels.

d)

That where a secondary committee or panel has been established, at least
one seat on the main committee is allocated for a member from the
secondary committee or panel.

Existing CCC Position:
II/A
a)
b)
c)
d)

Not Compliant

Fully Compliant
X
X
X
X

a)

Cambridgeshire County Council agreed at the Full Council meeting of 17th
July 2012 to establish a Pension Fund Board (PFB) and Investment SubCommittee (ISC) with both having decision making powers.

b)

Pension Fund Board and Investment Sub Committee Membership are set out
on the following table. Membership of the Investment Sub-Committee is
drawn from Pension Fund Board membership.
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Representatives of
Cambridgeshire County Council
All other local authorities and police
All other employers
Active Scheme Members
Deferred and Pensioner Scheme
Members
Total Board Membership

PFB
6
2
1
1
1

ISC
4

11

7

2
1

c)

Investment Sub-Committee meetings take place a number of weeks before
Pension Fund Board meetings, to facilitate the monitoring of ISC business
through vehicles such as ISC minutes. The same members sit on both,
therefore members receive papers for both. Hence the two bodies are closely
linked.

d)

All members of the Investment Sub-Committee sit on the Pension Fund
Board.

Proposed Action:
b)

Implement and embed the new Board and Investment Sub Committee
structures and governance arrangements.

Timescale:
2013-14
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PART II/B - Representation
Recommended Principle:
a)

b)

That all key stakeholders are afforded the opportunity to be represented
within the main or secondary committee structure. These include:i)

employing authorities (including non-scheme employers, e.g. admitted
bodies);

ii)

scheme members (including deferred and pensioner scheme
members),

iii)

where appropriate independent professional observers, and

iv)

expert advisors (on an ad-hoc basis).

That where lay members sit on a main or secondary committee, they are
treated equally in terms of access to papers and meetings, training and are
given full opportunity to contribute to the decision making process with or
without voting rights.

Existing CCC Position:
II/B
a) i)
a) ii)
a) iii)
a) iv)
b)
a)

Not Compliant

Fully Compliant
X
X
X
X
X

i) & ii) Pension Fund Board membership
The Fund is fully compliant with this principle as demonstrated on the table
from section PARTII/A above.
Note: each employer group has the autonomy to select its representatives
including substitutes.
iii)

According to guidance, an independent professional observer could
be invited to:
•

Participate in the governance arrangement to enhance the
experience, continuity, knowledge, impartiality and
performance of committees or panels.
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•

Carry out independent assessments of compliance against
Myners’ principles, together with other benchmarks that the
Scheme authority’s performance is measured against.

•

Offer a practical approach to address and control risk, their
potential effects, what should be done to mitigate them and
whether the costs of doing so are proportionate.

The Scheme has access to actuarial and benefits support through
Hymans Robertson.
iv)

In addition an independent Investment Consultant (Hymans) is invited
to attend all Pension Fund Board Meetings and Investment Sub
Committee meetings.
Other expert advisors are available to the scheme as required ie WM
Universe.

b)

A lay member, according to guidance, is a formal member of the committee
other than an elected member. Membership of the Pension Fund Board and
Investment Sub-Committee consists of a mixture of elected, non-elected and
scheme representatives. All members have full voting rights and receive all
papers.

Proposed Action:
b)

Implement and embed the new Board and Investment Sub Committee
structures and governance arrangements.

Timescale:
2013-14
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PART II/C - Selection and role of lay members
Recommended Principle:
a) That committee or panel members are made fully aware of the status, role
and function they are required to perform on either a main or secondary
committee.
b) That at the start of any meeting, committee members are invited to declare
any financial or pecuniary interest related to specific matters on the agenda.
Existing CCC Position:
II/C
a)
b)

Not Compliant*

Fully Compliant
X
X

a)

Members are briefed on what is required of them on election to the Pension
Fund Board and Investment Sub-Committee meetings. Members and officers
are required to undergo regular training to develop their skills and knowledge
and awareness. The training programme and log of attendance is maintained.

b)

At the start of Pension Fund Board and Investment Sub-Committee meetings,
members are invited to declare any interests in any items to be discussed on
the agenda.
Elected members of the County Council need only declare the existence of
any interest if that interest is not already listed in their register of Members’
interests.
Members of the Pension Fund Board and Investment Sub-Committee need to
consider whether any of the matters for discussion and/or decision conflict
with their own interests. These could include areas such as: i)
ii)
iii)
iv)

Membership of the Local Government Pension Scheme as an
individual, Councillor or dependent.
Being in receipt of or potential future receipt of benefits from the Local
Government Pension Scheme.
Decisions that could impact or conflict with their own financial or
pecuniary interests.
Decisions that could impact on or be impacted on by their status, role
or function within any other Committee.

A list of disclosable pecuniary interests is enclosed at Appendix C together with a
Guidance Note (Appendix B) in respect of Co-opted Members.

Proposed Action:
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a)

Develop an Operating Protocol for the Cambridgeshire Fund.

Timescale:
2013-14
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PART II/D – Voting
Recommended Principle:
a)

The policy of individual administering authorities on voting rights is clear and
transparent, including the justification for not extending voting rights to each
body or group represented on main LGPS committees.

Existing CCC Position:
II/D
a)
a)

Not Compliant*

Fully Compliant
X

All committee representatives appointed to either the Pension Fund Board or
the Investment Sub-Committee and have full voting rights.

Proposed Action:
a)

No further action proposed.
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PART II/E - Training/Facility time/Expenses
Recommended Principle:
a)

That in relation to the way in which statutory and related decisions are taken
by the administering authority, there is a clear policy on training, facility time
and reimbursement of expenses in respect of members involved in the
decision-making process.

b)

That where such a policy exists, it applies equally to all members of
committees, sub-committees, advisory panels or any other form of secondary
forum.

Existing CCC Position:
II/E
a)
b)
a)

Not Compliant*

Fully Compliant
X
X

A training policy is in place.
Part 6 of the Council’s Constitution – Members Allowances Scheme
cover reimbursement of expenses for members.

b)

Training and reimbursement of expenses applies equally to all members of
the Pension Fund Board and Investment Sub-Committee.

Proposed Action:
a)

To deliver the training plan approved at the October 2012 Pension Fund
Board.

b)

To review the process of reimbursement of expenses to make more efficient
and easier to use.

Timescale:
2013-14
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PART II/F - Meetings (frequency/quorum)
Recommended Principle:
a)

That an administering authority’s main committee or committees meet at least
quarterly.

b)

That an administering authority’s secondary committee or panel meet at least
twice a year and is synchronised with the dates when the main committee
sits.

c)

That administering authorities who do not include lay members in their formal
governance arrangements, provide a forum outside of those arrangements by
which the interests of key stakeholders can be represented.

Existing CCC Position:
II/F
a)
b)
c)

Not Compliant*

Fully Compliant
X
X
x

a)

The Pension Fund Board meets at least five times per year.

b)

The Investment Sub-Committee meets at least four times per year.

c)

Lay members are represented as shown in the structure of the Pension Fund
Board. In addition, Employer seminars are held on an ad hoc basis.

Proposed Action:
No further action proposed.
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PART II/G - Access
Recommended Principle:
a)

That subject to any rules in the council’s constitution, all members of main
and secondary committees or panels have equal access to committee
papers, documents and advice that fails to be considered at meetings of the
main committee.

Existing CCC Position:
II/G
a)
a)

Not Compliant*

Fully Compliant
X

To be on the Investment Sub Committee members must be on the Pension
Fund Board, therefore members of the Investment Sub Committee receive all
papers of both bodies.
Non Investment Sub Committee members receive electronic copies of
Investment Sub Committee papers, and are able to attend the Investment
Sub Committee in an observatory capacity.

Proposed Action:
a)

No further action proposed.
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PART II/H - Scope
Recommended Principle:
a)

That administering authorities have taken steps to bring wider scheme issues
within the scope of their governance arrangements.

Existing CCC Position:
II/H
a)
a)

Not Compliant*

Fully Compliant
X

The Pension Fund Board’s business covers all Fund matters with the
exception of operational investment issues, which is delegated to the
Investment Sub Committee.
Officers who work in Pensions Services or the Investment Team attend
Pension Fund Board and Investment Sub-Committee meetings as required.
Members and Officers also keep abreast of wider scheme issues and
developments by attending external seminars (e.g. NAPF, LAPFF) and Local
Authority Pension User Group meetings.
With reference to the powers of the Pension Fund Board and Investment SubCommittee it is clear that the Administering Authority has facilitated wider
scheme issues within the scope of their wider governance arrangements.
The Fund has approved a training plan which requires members to attain and
maintain Skills and Knowledge standards and attend external seminars and
conferences to maintain knowledge and awareness of current issues.

Proposed Action:
a)

Embed the new training plan. Review and update training plan for March
2014.

Timescale:
2013-14
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PART II/I - Publicity
Recommended principle:
a)

That administering authorities have published details of their governance
arrangements in such a way that stakeholders with an interest in the way in
which the scheme is governed, can express an interest in wanting to be part
of those arrangements.

Existing CCC Position:
II/I
a)
a)

Not Compliant*

Fully Compliant
X

The revised Governance Policy & Governance Compliance Statement will be
made available on the Council’s internet site and the Fund’s specific website:
pensions.cambridgeshire.gov.uk.

Proposed Action:
a)

Add Governance Policy & Governance Compliance Statement to the website
once it has been approved by the Pension Fund Board.

Timescale:
March 2013
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Appendix A
Article 8 of the Constitution
Pension Fund Board (Pensions Committee) – Functions
•
•
•
•

Overall responsibility for all administering authority pension fund matters.
Responsibility for developing and reviewing all policies and strategies in
relation to administering authority pension fund matters.
Responsibility for the governance of the pension fund and ensuring that the
fund complies with all relevant legislation.
Responsibility for ensuring that appropriate arrangements for the
administration of benefits are in place.
Part 3 of the Constitution

Pension Fund Board (Pensions Committee)
Membership
Representatives of

Cambridgeshire
County Council
Members
All other local
authorities, police
and fire

Number
of
Seats
6

2

Term of
Appointment

Method of Appointment

4 years from
County
Council
elections
4 years

Determined by
Cambridgeshire County
Council Full Council.

All other employers

1

4 years from
2014

Active scheme
members

1

4 years from
2014
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Nominations determined by a
leaders/CEX group.
Selection would be linked to
the respective employers’
election cycle. Details of
process to be agreed by the Chairman
Nominations to be determined
by eligible employers. Details
of process to be agreed by the
Chairman.
Determined by Unison.
Where Unison fails to
nominate a Board Member for
any period of 6 months or
more, nominations will be
requested from all eligible
active scheme members and a
representative will be picked
following interviews. Details of
process to be agreed by the
Chairman.
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Deferred and
pensioner scheme
members

1

Total Board
Members

11

4 years from
2014

Determined by Unison. Where
Unison fails to nominate Board
Member for any period of 6
months or more, nominations
will be requested from all
eligible deferred and pensioner
scheme members and a
representative will be picked
following interviews. Details of
process to be agreed by the
Chairman.

Re
Substitutes: Full Council may appoint substitute members to the Pension Fund
Board in accordance with the scheme of substitution.
Delegated Authority

Authority to set the pension fund’s objectives and determine and
maintain appropriate strategies, policies and procedures with ongoing
monitoring in relation to the following areas:
• Funding Strategy - ongoing monitoring and management of the
liabilities including ensuring appropriate funding plans are in place
for all employers in the Fund, overseeing the triennial valuation and
interim valuations, and working with the actuary in determining the
appropriate level of employer contributions for each employer.
• Investment strategy - to determine the Fund's investment
objectives and to set and review the long-term high level investment
strategy to ensure these are aligned with the Fund's specific liability
profile and risk appetite.
• Administration Strategy – the administration of the fund
including collecting payments due, calculating and paying benefits,
gathering from and providing information to scheme members and
employers.
• Communications Strategy – determining the methods of
communications with the various stakeholders including scheme
members and employers.
• Discretions – determining how the various administering
authority discretions are operated for the Fund.
• Governance - the key governance arrangements for the Fund,
including representation.
• Risk Management Strategy – to include regular monitoring of
the Fund’s key risks and agreeing how they are managed and/or
mitigated.
Authority to set the pension fund’s objectives and determine and
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Authority to approve and apply the policy on, and to take decisions
relating to, employers joining and leaving the Fund. This includes which
employers are entitled to join the Fund, any requirements relating to their
entry, ongoing monitoring and the basis for leaving the Fund.
Authority to agree the terms and payment of bulk transfers into and out
of the Fund in consultation with the S.151 Officer.
Authority to consider and agree business plans at least annually and
monitor progress against them and to monitor compliance with the
Myners Principles on an annual basis.
Authority to develop and maintain a training policy for all Pension Fund
Board and sub-committee members and for all officers of the Fund,
including determining the Fund’s knowledge and skills framework,
identifying training requirements, developing training plans and
monitoring attendance at training events.
Authority to select, appoint, monitor and where necessary terminate
advisors to the Fund not solely relating to investment matters.
Authority to approve and issue Administering Authority responses to
consultations on LGPS matters and other matters where they may
impact on the Fund or its stakeholders.
Authority to consider and determine where necessary, alternative
investment strategies for participating employers.
Authority to oversee the work of the Investment Sub-Committee and
consider any matters put to them by the Investment Sub-Committee
Authority to set up Sub-Committees and Task and Finish Groups
including jointly with other LGPS Administering Authorities
Authority to review and amend the Statement of Investment Principles on
an annual basis, in consultation with the S.151 Officer.
Authority to manage any other strategic or key matters pertaining to the
Fund not specifically listed above.

As above

As above
As above

As above

As above
As above

As above
As above
As above
As above
As above

Pension Fund Board Investment Sub-Committee
The Pension Fund Board shall establish an Investment Sub-Committee with the
following membership and powers:Membership
All Investment Sub-Committee Members shall be drawn from Board membership.
The Chairman and Vice Chairman of the Investment Sub-Committee shall be the
Chairman and Vice Chairman of the Board respectively.
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Representatives of

Cambridgeshire
County Council
Members

Number
of
Seats
4

All other employers

2

Scheme member
representative

1

Total Board
Members

7

Term of
Appointment

Method of Appointment

As above

Determined by
Cambridgeshire County
Council representatives
on the Board. Details
of process to be agreed
by the Chairman.
Determined by nonCambridgeshire County
Council employer
representatives at the
Board. Details of
process to be agreed
by the Chairman.

Up to term of
office ceasing
in accordance
with Board
membership or
six years
whichever is
later
Up to term of
office ceasing
in accordance
with Board
membership or
six years
whichever is
later

By agreement between
Active and
Deferred/Pensioner
Representatives on
Board. Details of
process to be agreed
by the Chairman.

Substitutes: the Pension Fund Board may appoint substitute members to the
Investment Sub-Committee in accordance with the scheme of substitution.
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Delegated Authority

Authority to implement the Fund’s investment strategy

Authority to review and maintain the detailed asset allocation of the
Fund within parameters agreed with the Board.
Authority to appoint and terminate investment managers to the Fund
and to monitor the performance of investment managers leading to
review and decisions on termination where necessary.
Authority to appoint and monitor and where necessary terminate external
advisors and service providers solely relating to investment matters, for
example, the Fund Custodian, independent investment advisers,
investment consultants and investment managers.
Authority to set benchmarks and targets for the Fund’s investment
managers
Authority to monitor the risks inherent in the Fund’s investment strategy
in relation to the Fund’s funding level.
Authority to determine operational matters such as rebalancing and the
most appropriate methodology for asset transitions within parameters
agreed by the Pension Fund Board.
Authority to monitor and review:
• Legislative, financial and economic changes relating to
investments and their potential impact on the Fund;
• The investment management fees paid by the Fund and to
implement any actions deemed necessary;
• The transactions costs incurred by the Fund across its
investment mandates and raise relevant issues and concerns with
the investment managers as necessary;
• The investment managers’ adoption of socially responsible
investment considerations, on an annual basis, including corporate
governance matters and a review of compliance with the UK
Stewardship Code.
Authority to receive reports on Interim Manager meetings and other
operational meetings
Authority to undertake any task as delegated by the Pension Fund
Board.
Authority to refer any matter to the Pension Fund Board as they consider
appropriate.
Authority to provide minutes and such other information to the Pension
Fund Board as they may request from time to time.
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Special Rules of Procedure for the Pension Fund Board and Investment SubCommittee.
The Council’s Rules of Procedure set out in Part 4 of the Constitution apply to the
Pension Fund Board and the Investment Sub-Committee except where they concern
the following matters:•
•
•
•
•

Frequency of meetings
Appointment of Chairman and Vice Chairman
Voting Rights
Quorum
Training Requirement

in which case the rules are modified as necessary to accommodate the provisions
set out in the table below.

Frequency of
Meetings

Chairman and
Vice
Chairman’s
Term of Office

Voting Rights
Quorum

Training
Requirement

The Board will meet a minimum of five times a year. The date, hour and
place of routine meetings shall be fixed by the Board, but the Chairman
may call additional meetings if deemed necessary.
The Investment Sub-Committee will meet a minimum of four times a
year. The date, hour and place of routine meetings shall be fixed by the
Board, but the Chairman may call additional meetings if deemed
necessary.
The normal term for the Pension Fund Board’s Chairman and Vice
Chairman’s shall be one year subject to earlier removal by vote of
Council or the Pension Fund Board in the case of the Vice Chairman.
The appointment or removal of the Pension Fund Board’s Chairman shall
be a function of Full Council. The appointment of the Pension Fund
Board’s Vice Chairman shall be a function of the Pension Fund Board.
All Board Members and Investments Sub-Committee Members shall
have the right to vote in meetings.
5 (1/3 plus 1) Board Members shall form a quorum for meetings of the
Board.
4 (1/3 plus 1) of Investment Sub-Committee Members shall form a
quorum for meetings of the Investment Sub-Committee.
No business requiring a decision shall be transacted at any meeting of
the Board or Investment Sub-Committee unless the meeting is quorate. If
it arises during the course of a meeting that a quorum is no longer
present, the Chairman shall either suspend business until a quorum is reestablished or declare the meeting at an end and arrange for the
completion of the agenda at the next meeting or at a special meeting
Members may not take part in meetings of the Pension Fund Board or
Investment Sub-Committee unless they have complied with any training
requirements set out by the Chairman of the Pension Fund Board.
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Appendix B
Guidance Note
in Respect of Co-opted Members
Any person who is not a Councillor and is appointed to a County Council committee,
board or similar body will be bound by the provisions of the Localism Act 2011 in the
same way as any Councillor. Such persons are often referred to as co-opted
members. However, the Guidance set out in this note in respect of disclosable
pecuniary interests will only apply to co-opted members who are able to vote at the
appropriate council body to which they are appointed.

Accordingly, a non-councillor member of a Local Authority body who can partake in
discussions and vote will need to register and if necessary declare what is termed:
•

disclosable pecuniary interests; and

•

non-statutory interests.

Disclosable pecuniary interests are set out in the Appendix to this note and failure to
declare such an interest or interests is a criminal offence punishable by a fine of up to
£5,000 and/or disqualification for up to 5 years to hold such a position. As stated
above, this statutory provision only applies if you have the ability to vote on a matter
at the meeting which you are attending.

What is a disclosable pecuniary interest?

These are set out in the enclosed Appendix ‘C’ to this note and such interests have
to be declared if they held by not only yourself, but also your spouse, civil partner or
similar person.

All such interests have to be registered with the Monitoring Officer of the Council
within 28 days of appointment to a Local Authority body etc. and if a co-opted
member has a disclosable pecuniary interest in a matter under consideration at a
meeting then they must not participate or vote on that matter.

The need to declare a disclosable pecuniary interest only arises if you have such an
interest or you are aware that your spouse, civil partner etc. has such an interest.
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You are not under legal obligation to ask them but if you are aware that they have
such an interest, then you must register it as if it were your own.

If your interests change then you are under a similar obligation to declare them to the
Monitoring Officer and/or the meeting you are attending where such an interest
arises.

Consequences of having a disclosable pecuniary interest

You cannot speak or vote or remain in the meeting when the matter is being
considered. This means you will not be able to participate in any debate unless you
have obtained a dispensation to speak from the Council’s Monitoring Officer. It is
important to note that before you have any meeting where such an interest arises
you are entitled to make representations, give evidence or answer questions prior to
the commencement of the debate on that matter.

The Monitoring Officer has limited power to grant a dispensation and these can be far
ranging, but examples are:
•

• it may be appropriate to grant a dispensation; or

•

• without a dispensation there would not be a required quorum for the

meeting.

If you consider that you will need a dispensation then the matter can be raised with
the Council’s Monitoring Officer, but in general it should only be granted in
exceptional circumstances.

The Register of Disclosable Pecuniary/Interests:

The Council maintains a register of all such interests and there is a legal obligation to
make such a register available for inspection and to publish it on the Council’s
website. You are not required to disclose the name of your spouse or civil partner
etc. when listing such interests.

An interest can be exempted from publication if it is a “sensitive interest”. This can
arise if a co-opted member or someone connected to them might be subject to
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intimidation or violence. The decision or sensitivity is a matter for the Monitoring
Officer to consider and decide.

Non-Statutory Interests – What are they?

In addition to the legal requirement to declare disclosable pecuniary interests, the
Council has elected in addition, to adopt what is termed “non-statutory disclosable
interests”. Failure to disclose such interests does not carry any criminal penalty as in
the case of “disclosable pecuniary interests”.

Non-statutory interests fall into two groups:
•

Items of business that affect your wellbeing or the wellbeing of any family

members or close associate to a greater extent than they would affect the
wellbeing of the majority of Council Tax payers.
•

the items of business to be declared relate to the categories of interest listed

in Appendix C but in respect of any family member or close associate.

What are the consequences of having a non-statutory interest?

If you have a non-statutory interest in any matter then you must declare at the
meeting unless you have already referred it to the Monitoring Officer to be entered
into the Council’s register of interests. You may of course, voluntarily register such
interests in the Council’s register and then no longer have an obligation to declare
them at the meeting you are attending.

Must I leave the meeting if I have a non-statutory interest?

If the non-statutory interest is one which a member of the public would reasonable
regard as so significant that it is likely to prejudice you judgment of the public interest,
then you must leave the meeting whilst the matters is being debated. Although you
may make representations, give evidence or answer questions prior to the
commencement of the debate on the matters.
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Conclusion

The need to be aware of disclosable pecuniary interests and non-statutory interests
is largely a matter of common sense. The sanctions for failure to disclose disclosable
pecuniary interests are criminal, but not in the case of a similar failure to disclose a
non statutory interests. These still fall within those set out in Appendix C, but only as
they would apply to other members of your family, besides a spouse, civil partner etc.
and will also include a close associate.

nb.

Please do not hesitate to raise any question/query you may have on this note
with any officer present at the meeting you are attending or of course, contact
the Council’s Monitoring Officer.
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Appendix C
Disclosable Pecuniary Interests
The duties to register, disclose and not to participate in respect of any matter in
which a member has a Disclosable Pecuniary Interest are set out in Chapter 7 of the
Localism Act 2011. Disclosable pecuniary interests are defined in the Relevant
Authorities (Disclosable Pecuniary Interests) Regulations 2012 as follows:
Interest
Employment, office, trade,
profession or vocation

Prescribed description
Any employment, office, trade, profession or vocation
carried on for profit or gain.

Sponsorship

Any payment or provision of any other financial benefit
(other than from the relevant authority) made or
provided within the relevant period in respect of any
expenses incurred by M in carrying out duties as a
member, or towards the election expenses of M. This
includes any payment or financial benefit from a trade
union within the meaning of the Trade Union and
Labour Relations (Consolidation) Act 1992).

Contracts

Any contract which is made between the relevant
person (or a body in which the relevant person has a
beneficial interest) and the relevant authority –
(a)
under which goods or services are to be
provided or works are to be executed; and
(b) which has not been fully discharged.

Land

Any beneficial interest in land which is within the area
of the relevant authority.

Licences

Any licence (alone or jointly with others) to occupy
land in the area of the relevant authority for a month or
longer.

Corporate tenancies

Any tenancy where (to M’s knowledge) –
(a)

the landlord is the relevant authority; and

(b)
the tenant is a body in which the relevant
person has a beneficial interest.
Securities

Any beneficial interest in securities of a body where(a) that body (to M’s knowledge) has a place of
business or land in the area of the relevant authority;
128

APPENDIX C – GOVERNANCE POLICY AND GOVERNANCE
COMPLIANCE STATEMENT
and
(b) either –
(i) the total nominal value of the securities exceeds
£25,000 or one hundredth of the total issued share
capital of that body; or
(ii) if the share capital of that body is of more than one
class, the total nominal value of the shares of any one
class in which the relevant person has a beneficial
interest exceeds one hundredth of the total issued
share capital of that class.
‘M’ means a member of a relevant authority.
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