	Pension Fund Committee

Date: 26 September 2012 
Agenda item 11


INFORMATION BULLETIN
The following topics have been identified as being of interest to the Committee. Councillors wanting further information on any of the items in this Bulletin are advised to contact Peter Edwards, Corporate Finance Manager by telephone on 01473 264337, or via email peter.edwards@suffolk.gov.uk . 

ADMINISTRATION UPDATE

Document Imaging for Pensions Administration
1 A review of the arrangements for the storage and retrieval of case records has been undertaken by Customer Service Direct (CSD) on behalf of the Pension Fund. At present records relating to scheme members are held on microfiche, with paper records being used for ‘live’ cases, which are then microfiched by an external service provider once the case becomes dormant.

2 CSD have identified a number of drawbacks with the use of microfiche as a storage medium. The principal drawback relates to the ease of access to microfiche records by the pensions team. The microfiche record has to be updated each time the pensions record is worked on. This is a time-consuming process and requires quite a lot of handling and re-filing. There is also a risk to the physical record in the use of microfiche records which must be passed through microfiche readers each time they are accessed.
3 CSD have produced a business proposal for the introduction of a full document imaging and workflow system, which would enable the pensions section to manage data relating to scheme members more efficiently. The technology would reduce the costs currently associated with finding, updating and filing member records and increase the efficiency of the section in dealing with member queries.

4 CSD examined two options for document imaging, the Axise document imaging software and the Documentum software. Use of the Axise software would mean that the document imaging process would integrate easily with the workflow management functions of Axise, which are already used by the Pensions Section. In contrast the Documentum solution would not be linked to the workflow management functions without considerable IT development work. In addition the use of Axise software would allow the pensions administration to operate on a stand-alone basis. This would permit pensions administration to be integrated with other local authority pension funds administration systems, if the County Council wished to pursue this option in future. CSD has therefore recommended the adoption of the Axise document imaging software.
5 The one-off costs of proposed solution, including the back-scanning of historic microfiche records is estimated to cost around £145,000. In addition there would be ongoing licensing costs of £11,000 per year. CSD estimate that there would be savings arising from the use of the document imaging software of around £35,000 per year in staff time and £13,000 per year in microfiching costs. As a result the costs of the document imaging process are expected to be paid back within 5 years. 
6 In practice the savings in staff time arising from the document imaging project will allow staff to be redeployed to support other areas of development work on the pension fund, including the impact of auto-enrolment in 2013 and the requirements of the new LGPS from April 2014 onwards.
Local Government Pension Scheme (Miscellaneous Provisions) Regulations 2012 (SI 2012/1989) 
7 The Government issued new regulations affecting pensions administration in July 2012. These regulations were issued in draft form in December 2011 and reported to the Committee on 19 January 2012. The final form of the regulations is substantially the same as previously reported to the Committee.
8 The key measures are:

· Final pay – confirming that pay in respect of concurrent employment is to be ignored when calculating final pay, whereas pay in respect of previous employments is to be included; 

· Flexible retirement – clarifies that all benefits accrued under the 1997 Regulations must be taken under flexible retirement whereas all, or some, or none of benefits accrued in the current scheme can be taken;

· Early release of benefits – a number of new administering authority discretions are introduced to the scheme in relation to the early release of accrued rights or pensioner member benefits where the former employer has ceased to exist.  It will now be for the administering authority to decide whether or not to agree to any such election;

· Eligibility – necessary changes have been made to ensure the LGPS meets the qualifying workplace pension scheme requirements under auto-enrolment.  Now anyone on a contract of less than three months will be able to elect to join the scheme if they wish to do so;

· Admission bodies – it will now be a requirement for both community (CABS) and transferee bodies (TABs) to undertake a risk assessment to the satisfaction of the administering authority (and not the employing authority as has been the case with TABs until now).  The admitted body will then need to either put in place the necessary indemnity or bond or alternatively provide evidence of an appropriate guarantor.  It is also confirmed that separate admission agreements will be required for TABs in respect of separate contracts with the same employer;

· Revised actuarial valuations and certificates – these provisions have been extended to require revised valuations and certificates where any employing authority ceases to be a scheme employer, not just an admission body.  Administering authority powers are also extended to obtain a revised actuary’s certificate where it believes it is likely an employing authority will cease to be a scheme employer at some point in the future.  

· Annual allowance – liability for any annual allowance charge is confirmed as being held jointly between the administering authority and the scheme member where the scheme member elects to have any annual allowance liability recovered directly from scheme benefits.

· Appropriate fund – powers will be available to the Secretary of State to designate an appropriate fund where the employing authority has members in more than one fund for whatever reason.  The Secretary of State decision can also include provisions around the transfer of liabilities between funds.  Changes to schedule 4 of the Administration Regulations also make specific changes in relation to the appropriate fund for employees of a proprietor of an academy trust, which had been suggested in the draft miscellaneous amendments that were originally put out for consultation.  

New employers in the pension fund
9 Since the last report to the Committee, two new academies and a free school have become separate employers in the Pension Fund.  They are:

· Suffolk New Academy
· Ormiston Sudbury Academy
· Breckland Free School.

10 The Suffolk Libraries Industrial and Provident Society became a Community Admission Body in the Fund on 1 August 2012.

11 Appendix A sets out the schedule to the Funding Strategy Statement showing the contribution rates for the current employers in the Pension Fund.

Merger of Otley College and Easton College
12 Otley College was a scheduled scheme employer in the Suffolk Pension Fund. With effect from 1 August 2012 it merged with Easton College to form a new college of further education, Easton and Otley College. The new college will be a scheme employer in the Norfolk Pension Fund. The actuary for the Suffolk Fund has been instructed to assess the assets and liabilities relating to Otley College as at 31 July 2012, which will transfer to the Norfolk Pension Fund. It is anticipated that a payment will be made by the Suffolk Fund to the Norfolk Fund by way of settlement in respect of the assets relating to Otley College within the Suffolk Fund. There will be no impact on the position of other employers within the Suffolk Fund as a result of this transfer.
Housing Action Ltd (formerly known as Coastal Homeless Action Group)
13 Housing Action Ltd (formerly known as Coastal Homeless Action Group) was a small admitted body in the Suffolk Pension Fund. It was placed in liquidation in April 2012, and Baker Tilly were appointed as the liquidators. As a result of this event, the company’s admission agreement with the Suffolk Pension Fund automatically came to an end and the Fund’s actuary was instructed to carry out a cessation valuation of the employer, to determine if there was a shortfall in the Pension Fund’s assets relative to the company’s pension liabilities. 
14 Hymans Robertson have reported an actuarial deficit on cessation in relation to Housing Action Ltd of £127,000 and a claim has been lodged with the liquidators in respect of this amount. At present it is not known what amounts the Fund can expect to receive from the liquidators in respect of this claim. Any shortfall in relation to Housing Action Ltd following the completion of the liquidation process will taken into account by the actuary in setting the contribution rate for the other employers in the Pension Fund.

15 The pensioners and deferred pensioners of Housing Action Ltd are not affected by the liquidation of the company, since the payment of their pension benefits is a statutory obligation for the Pension Fund.
National Association of Pension Funds proposed subscription increases
16 The National Association of Pension Funds (NAPF), the umbrella body for public and private sector pension funds in the UK, issued proposals for future subscription rates in July 2012. The Suffolk Fund’s current subscription is £5,500 per year. The proposals would represent an increase in subscriptions  in 2013 of around 17% (£950), and a cumulative increase in subscriptions over the three years to 2015 of 50% to £8,350. The main explanation put forward for the increase was to reduce the NAPF’s reliance on commercial income generation. In view of the budgetary constraints that local authorities are under, the NAPF have been advised that the Suffolk Pension Fund would not be prepared to support an increase of this size. 
17 The NAPF has made a number of changes to its proposals following the consultation process. The NAPF proposes to cap subscriptions for the largest schemes in 2015 at £8,000. The proposals will be subject to a formal vote at the NAPF’s AGM on 19 October.
LGPS 2014: Employers and Unions consultation with membership
18 The Pension Fund Committee received a report at its meeting on 18 July about the Local Government Association’s (LGA) consultation with local government employers on the joint proposals of LGA and trade unions for the form of the Local Government Pension Scheme from April 2014. As agreed by the Committee, the County Council submitted a response in support of the proposals. The LGA has announced that 93% of the local government employers voted in favour of the proposals.
19 Each of the trade unions involved in the negotiations have also carried out a ballot of their membership on the proposals. All three unions with LGPS membership had a majority in support of the proposals (90% in favour for UNISON, 95% for GMB and 84% for Unite). The overwhelming majority of other unions with members in the LGPS also accepted the proposals, including NAPO, UCATT, AEP and Prospect.
20 Separately, the Fire Brigade Union has balloted firefighters on the proposals for the unfunded Firefighters Pension Scheme. This produced an overwhelming majority opposed to the changes to the Firefighters Pension Scheme (over 90% opposed).
21 The Government will conduct its own formal consultation process on the detailed regulatory changes needed to implement the LGPS 2014 in the autumn of 2012. The Government’s consultation proposals will be reported to the next meeting of the Pension Fund Committee. 
Public Service Pensions Bill
22 The Government published the Public Services Pensions Bill on 14 September 2012. The Treasury press release on the Bill states that it is expected to reduce the cost of public service pensions by £65 billion over the next 50 years. The Bill is expected to have its Second Reading on 22 October. 
23 The Bill will provide the legal framework for the future administration and benefits for all the public service pension schemes, including the local government pension scheme. Appendix B sets out the list of clauses and schedules to the Bill.The regulations which will be made under the powers contained under the Bill are expected to set out the detailed arrangements for the administration of the public service schemes. The Committee will be kept updated on the progress of the Bill through Parliament.
Pension Fund Risk Register: Update September 2012 
24 The Pension Fund Committee approved a business plan for 2012 at its meeting on 19 January 2012. The business plan included a risk register for the Pension Fund, which had been prepared in accordance with the County Council’s corporate risk management framework. 
25 Each risk on the risk register is assigned a rating in terms of the possible impact if it arises and the estimated likelihood of its occurrence. The overall risk score fore each risk is determined by multiplying the scores for the possible impact (0-5) and the assessed likelihood (0-5) together. The risk scores are considered to be low risk (1-4), medium risk (5-9), high risk (10-15) and very high risk (16-25). Depending on the risk score, the risk is managed in accordance with the County Council’s arrangements for managing risks, including appropriate monitoring and mitigation measures. 

26 The Committee agreed to review the risk register during 2012, to determine whether any action was required. The top 5 risks as currently assessed are set out at Appendix C. It is not considered that any additional measures to manage these risks are required at present.

INVESTMENT UPDATE

Independent Professional Advisor
27 The Pension Fund Committee on 21 May 2012 agreed to undertake an exercise to select an independent professional advisor to the Pension Fund. The role has been advertised in a specialist pensions publication and a number of applications received from individuals offering this service to local authority pension funds.

28 Following consultation with the Chairman of the Pension Fund Committee, a longlist of candidates has been drawn up for consideration by the Chairman and Vice-Chairman of the Committee. It is anticipated that a shortlist of two or three candidates will be invited to the Pension Fund Committee on 28 November for a final decision to be made.
Transition Management
29 Following the decisions to allocate new mandates for infrastructure, timberland and absolute return, and the consequential changes to the Fund’s existing fund management arrangements, the Pension Fund Committee agreed at its meeting on 7 March 2012  to delegate the detailed arrangements for the implementation of the new mandates to Head of Strategic Finance. As reported to the Committee on 18 May 2012, Legal & General Investment Management were appointed to manage the transition of assets from the outgoing investment managers to fund the new investment mandates. 

30 The funding for the new mandates was to be provided principally by a reduction in the Fund’s allocation to listed equities, although the changes in the Fund’s investment strategy also involved a number of changes to the allocations to bonds. Following discussions with Hymans Robertson, the timing of the transition process has been phased in a number of tranches in order to reduce the risks associated with reducing the allocation to equities at a time of considerable volatility in equity markets. As a result, the transition process is expected to be carried out over a 2 month period, starting towards the end of August and finishing in early November 2012. 

31 The transition process involves the termination of the Fund’s mandates with Aberdeen Asset Management and JP Morgan Investment Management, and the reduction in the size of the mandate managed by AllianceBernstein. The assets were transferred from these managers into a transition account managed by Legal & General at the end of August. All assets, other than those which were transferring in specie into the Legal & General pooled funds, have been liquidated by Legal & General and the proceeds will be held in cash pending the funding of the absolute return mandates. The first funding tranche took place at the end of August, when 50% of the Pyrford mandate (£47 million) was funded.

32 An update on the progress of the transition process will be reported to the next Pension Fund Committee. A report by Legal & General on the transition process will be presented to the Pension Fund Committee on 27 February 2013, following the completion of the transition. 

MF Global UK update
33 The Pension Fund Committee received a report at its meeting on 21 May 2012 about the latest position regarding the progress of the winding up of MF Global, that is being undertaken by KPMG, the administrators appointed by the High Court following the collapse of MF Global UK in October 2011. The Suffolk Pension Fund has a claim of £8.412 million against MF Global UK in respect of client money that was held by the company when it went into administration. KPMG made an interim payment of 26 pence in the pound on account in relation to accepted client money claims in May 2012. This was an amount of £2.193 million in respect of the Fund’s claim. The balance of the Suffolk Fund’s claim (some £6.2 million) has been written down in the Pension Fund accounts in 2011-12 as the most prudent accounting treatment for this amount.
34  It is anticipated that further payments by KPMG in relation to client money claims are unlikely until litigation relating to the company and MF Global Inc, its American parent company, is resolved. The administrators for MF Global Inc are pursuing a substantial claim against the assets of MF Global UK. The legal proceedings in respect of this claim are not expected to take place until the middle of 2013.
35 A number of financial institutions have approached the Suffolk Pension Fund with indications that they would be prepared to buy the Fund’s claim against MF Global UK at a discount to the nominal value of the claim. If the Fund disposed of its claim in MF Global UK, it would receive an immediate and certain payment and would not be subject to the uncertainties and potential delay that the administration process is likely to involve. Council officers are currently in discussion with the Fund’s legal advisors about these proposals. 

36 Updates will be brought to the Committee in the event of further developments relating to MF Global UK.
SOURCES OF FURTHER INFORMATION
The Local Government Pension Scheme (Miscellaneous) Regulations 2012, S.I. 2012/1989.

Public Service Pensions Bill 2012 (House of Commons Bill 70) http://www.publications.parliament.uk/pa/bills/cbill/2012-2013/0070/cbill_2012-20130070_en_1.htm
APPENDIX A
FUNDING STRATEGY: EMPLOYER CONTRIBUTION RATES 2011/12-2013/14  (Update September 2012)

	
	Type 
	Employer
	Contribution Rates
	Additional Amounts

	
	
	
	2011/12
	2012/13
	2013/14
	2011/12
	2012/13
	2013/14

	
	
	
	%
	%
	%
	£’000
	£’000
	£’000

	1. 
	Sc
	Breckland Free School
	N/A
	22.5%
	22.5%
	
	
	

	2. 
	Sc
	Bungay High School
	23.5%
	24.5%
	25.5%
	
	
	

	3. 
	Sc
	Bury St Edmunds Academy Trust
	23.5%
	24.5%
	25.5%
	
	
	

	4. 
	Sc
	Castle Manor Academy
	N/A
	22.4%
	22.4%
	
	
	

	5. 
	Sc
	Copleston High School
	22.9%
	22.9%
	22.9%
	
	
	

	6. 
	Sc
	Debenham Academy
	16.8%
	16.8%
	16.8%
	
	
	

	7. 
	Sc
	East Bergholt High School
	23.5%
	24.5%
	25.5%
	
	
	

	8. 
	Sc
	East Point Academy
	23.5%
	24.5%
	25.5%
	
	
	

	9. 
	Sc
	Farlingaye High School
	23.5%
	24.5%
	24.8%
	
	
	

	10. 
	Sc
	Felixstowe Academy
	23.5%
	24.5%
	25.5%
	
	
	

	11. 
	Sc
	Forest Academy
	13.5%
	13.5%
	13.5%
	
	
	

	12. 
	Sc
	Hadleigh High School
	20.8%
	20.8%
	20.8%
	
	
	

	13. 
	Sc
	Hartismere Academy
	23.4%
	23.4%
	23.4%
	
	
	

	14. 
	Sc
	Holbrook High School
	23.5%
	24.5%
	25.5%
	
	
	

	15. 
	Sc
	Ipswich Academy
	17.2%
	17.2%
	17.2%
	
	
	

	16. 
	Sc
	Kesgrave High School
	23.5%
	24.5%
	25.5%
	
	
	

	17. 
	Sc
	Langer Primary
	N/A
	23.5%
	24.5%
	
	
	

	18. 
	Sc
	Ormiston Sudbury Academy
	N/A
	23.5%
	24.5%
	
	
	

	19. 
	Sc
	Place Farm Academy
	N/A
	23.5%
	24.5%
	
	
	

	20. 
	Sc
	Samuel Ward Academy
	21.5%
	21.5%
	21.5%
	
	
	

	21. 
	Sc
	Sir John Leman School
	23.5%
	24.5%
	25.5%
	
	
	

	22. 
	Sc
	St Albans Catholic High School
	23.5%
	24.5%
	25.5%
	
	
	

	23. 
	Sc
	St Mary’s Mildenhall
	23.5%
	24.5%
	25.5%
	
	
	

	24. 
	Sc
	Stour Valley Community School
	16.8%
	16.8%
	16.8%
	
	
	

	25. 
	Sc
	Stradbroke Business and Enterprise College
	24.8%
	25.8%
	26.8%
	
	
	

	26. 
	Sc
	Suffolk New Academy
	
	
	
	
	
	

	27. 
	Sc
	The Ashley School
	23.5%
	24.5%
	25.5%
	
	
	

	28. 
	Sc
	The Priory School
	23.5%
	24.5%
	25.5%
	
	
	

	29. 
	Sc
	Thomas Mills High School
	23.5%
	24.2%
	24.2%
	
	
	

	30. 
	Sc
	Thomas Wolsey
	23.5%
	24.5%
	25.5%
	
	
	

	31. 
	Sc
	Thurleston /Ormiston Endeavour Academy
	23.5%
	24.5%
	25.5%
	
	
	

	32. 
	S
	Babergh District Council
	16.7%
	17.4%
	18.4%
	933
	933
	933

	33. 
	S
	Forest Heath District Council
	16.0%
	16.0%
	16.0%
	53
	107
	162

	34. 
	S
	Ipswich Borough Council 
	17.1%
	17.1%
	17.1%
	1,979
	1,997
	2,016

	35. 
	S
	Lowestoft 6th Form College
	22.5%
	22.5%
	22.5%
	
	
	

	36. 
	S
	Lowestoft College
	19.3%
	20.3%
	21.4%
	
	
	

	37. 
	S
	Mid Suffolk District Council
	27.4%
	28.4%
	28.9%
	
	
	

	38. 
	S
	Otley College
	15.6%
	16.6%
	17.5%
	
	
	

	39. 
	S
	St Edmundsbury Borough Council
	17.7%
	18.7%
	19.7%
	
	
	

	40. 
	S
	Suffolk Coastal District Council
	16.6%
	16.6%
	16.6%
	700
	1182
	1387

	41. 
	S
	Suffolk County Council
	22.5%
	22.5%
	22.5%
	
	
	

	42. 
	S
	Suffolk New College
	21.3%
	21.3%
	21.3%
	
	
	

	43. 
	S
	Suffolk Police
	21.0%
	21.0%
	21.0%
	
	
	

	44. 
	S
	Suffolk Valuation Tribunal
	22.5%
	22.5%
	22.5%
	
	
	

	45. 
	S
	Waveney District Council
	16.0%
	16.0%
	16.0%
	1637
	1637
	1637

	46. 
	S
	West Suffolk College
	19.3%
	19.3%
	19.3%
	
	
	

	47. 
	R
	Eastern Facilities Management Solutions 
	22.5%
	22.5%
	22.5%
	
	
	

	
	R
	Town Councils and Parish Councils (pool)
	19.6%
	20.4%
	21.2%
	
	
	

	48. 
	A
	Abbeycroft Leisure
	15.4%
	15.4%
	15.4%
	
	
	

	49. 
	A
	Anglia Community Leisure Trust
	18.2%
	18.2%
	18.2%
	
	
	

	50. 
	A
	Association of Colleges of the Eastern Region 
	18.3%
	18.9%
	19.5%
	
	
	

	51. 
	A
	Care Quality Commission
	17.5%
	17.5%
	17.5%
	45
	46
	46

	52. 
	A
	Churchill Contract Services 
	20.8%
	20.8%
	20.8%
	
	
	

	53. 
	A
	Coastal Homeless Action Group
	19.4%
	19.4%
	19.4%
	
	
	

	54. 
	A
	Design Clean
	20.0%
	20.0%
	20.0%
	
	
	

	55. 
	A
	Havebury Housing Partnership
	19.8%
	19.8%
	19.8%
	122
	123
	124

	56. 
	A
	Housing 21
	19.5%
	19.5%
	19.5%
	
	
	

	57. 
	A
	Ipswich CAB
	N/A
	N/A
	N/A
	1
	1
	1

	58. 
	A
	Kings Forest Housing Association
	21.3%
	21.3%
	21.3%
	76
	77
	77

	59. 
	A
	Lapwing
	22.5%
	22.5%
	22.5%
	
	
	

	60. 
	A
	Leading Lives
	N/A
	23.0%
	23.0%
	
	
	

	61. 
	A
	Leiston Longshop Project Trust
	18.4%
	18.4%
	18.4%
	
	
	

	62. 
	A
	Mid Suffolk MIND (Suffolk MIND)
	N/A
	N/A
	N/A
	1
	1
	1

	63. 
	A
	Museum of East Anglian Life
	N/A
	N/A
	N/A
	6
	7
	7

	64. 
	A
	Seckford Foundation
	22.1%
	22.1%
	22.1%
	34
	59
	74

	65. 
	A
	Sentinel Leisure Trust
	17.2%
	17.2%
	17.2%
	
	
	

	66. 
	A
	Sports & Leisure Management
	19.7%
	19.7%
	19.7%
	
	
	

	67. 
	A
	Suffolk Coastal Leisure
	21.8%
	21.8%
	21.8%
	
	
	

	68. 
	A
	Suffolk Development Agency
	N/A
	N/A
	N/A
	3
	3
	3

	69. 
	A
	Suffolk Libraries Industrial & Provident Society
	N/A
	23.7%
	23.7%
	
	
	

	70. 
	A
	The Papworth Trust
	22.2%
	22.2%
	22.2%
	
	
	

	71. 
	A
	The Partnership in Care Ltd
	23.0%
	23.0%
	23.0%
	23
	23
	23

	72. 
	A
	University Campus Suffolk
	22.3%
	22.3%
	22.3%
	
	
	

	73. 
	A
	Waveney Norse
	18.5%
	18.5%
	18.5%
	
	
	


Sc= Academy, S= Scheduled body (other than academies), A = Admitted body, R = Resolution body.

Notes

N/A indicates employers who have no active scheme members, or bodies such as academies which were not in the Pension Fund as separate employers in the year in question.
Additional amounts are payable where the Fund Actuary has specified that deficit contributions should be paid as a cash amount rather than as a percentage of payroll.

The Smaller Resolution Bodies Pool comprise the following employers

	
	Town and Parish Councils (pooled)

	1. 
	Beccles Town Council

	2. 
	Boxford Parish Council

	3. 
	Brandon Town Council

	4. 
	Bury St Edmunds Town Council

	5. 
	Felixstowe Town Council

	6. 
	Framlingham Town Council

	7. 
	Great Cornard Parish Council

	8. 
	Hadleigh Town Council

	9. 
	Haverhill Town Council

	10. 
	Kesgrave Town Council

	11. 
	Lakenheath Parish Council

	12. 
	Leavenheath Parish Council

	13. 
	Leiston-cum-Sizewell Town Council

	14. 
	Mildenhall Parish Council

	15. 
	Nayland with Wissington Parish Council

	16. 
	Newmarket Town Council

	17. 
	Onehouse Parish Council

	18. 
	Pinewood Parish Council

	19. 
	Stowmarket Town Council

	20. 
	Sudbury Town Council

	21. 
	Woodbridge Town Council

	22. 
	Woolpit Parish Council


APPENDIX B

PUBLIC SERVICE PENSIONS BILL (House of Commons Bill 70)
Arrangement Of Sections

Establishment of new schemes

1 Schemes for persons in public service

2 Responsible authority for schemes

3 Scheme regulations

Governance

4 Scheme manager

5 Pension board

6 Pension board: information

Design

7 Types of scheme

8 Revaluation

9 Pension age

Cost control

10 Valuations

11 Employer cost cap

12 Employer contributions in funded schemes

Administration

13 Information

14 Records

15 Regulatory oversight

Transitional

16 Closure of existing pension schemes

17 Closure of existing injury and compensation schemes

18 Final salary link

Procedure for scheme regulations

19 Consultation
21 Other procedure

New schemes: supplementary

22 Extension of schemes

23 Non-scheme benefits

24 Consequential and minor amendments

Existing schemes: supplementary

25 Existing local government schemes

26 Existing schemes for civil servants: extension of access

Public body pension schemes

27 New public body pension schemes

28 Closure of certain existing public body pension schemes

29 Existing public body pension schemes: pension age

Parliamentary and other pension schemes

30 Great offices of state

31 Parliamentary and other pension schemes: pension age

32 Members of the European Parliament

General

33 General interpretation

34 Regulations, orders and directions

Final

35 Financial provision

36 Extent

37 Commencement

38 Short title

Schedule 1 — Persons in public service: definitions

Schedule 2 — Responsible authorities

Schedule 3 — Scope of scheme regulations: supplementary matters

Schedule 4 — Regulatory oversight

Part 1 — Oversight under Pensions Act 2004

Part 2 — Oversight under Pensions (Northern Ireland) Order 2005

Schedule 5 — Existing pension schemes

Schedule 6 — Existing injury and compensation schemes

Schedule 7 — Final salary link

Schedule 8 — Consequential and minor amendments

Schedule 9 — Existing schemes for civil servants: extension of access

Schedule 10 — Public bodies whose pension schemes must be closed

Schedule 11 — Prime Minister, Lord Chancellor and Commons Speaker

APPENDIX C
PENSION FUND RISK REGISTER: TOP 5 RISKS SEPTEMBER 2012 

	Risk ID
	1. Risk 
	Impact
	Prob-ability 
	Risk Score
	Existing risk control measures/Action required

	13
	2. Investment
3. Failure of investment markets (market crash).
4. Impact: increase in employer contribution rates
	Major (4)
	Possible (3)
	High (12)
	5. Diversification between asset classes.  Regular reporting and monitoring arrangements for investment performance by the Fund and its managers in place.

	12
	6. Investment
7. Failure of investment strategy to produce long-term returns assumed by Funding Strategy.
8. Impact: increase in employer contribution rates
	Major (4)
	Possible (3)
	High (12)
	9. Investment Strategy development is reviewed every 3 years by the Pension Fund Committee. Investment strategy has been reviewed following the 2010 actuarial valuation results. Changes to investment strategy currently in process of implementation (August/September 2012).

	5
	10. Demographic 

11. Pensioners living longer than assumed in actuarial assumptions.
12. Impact: increase in employer contribution rates
	Moderate (3)
	Possible (3)
	Medium (9)
	13. Review life expectancy assumptions at each valuation. Set mortality assumptions with some allowance for future increases in life expectancy.

	3
	14. Financial 

15. Pay and price inflation significantly higher than anticipated.
16. Impact: increase in employer contribution rates
	Moderate (3)
	Possible (3)
	Medium (9)
	17. Inter-valuation monitoring.  Toleration of risk in the expectation of higher real returns from riskier assets (equities, property). The focus of the actuarial valuation process is on real returns on assets, net of price and pay increases. Some investment in bonds helps to mitigate this risk.  

	7
	18. Regulatory 

19. Changes to regulations (e.g. changes to scheme design following Hutton Review)
20. Impact: reduction in scheme membership /participation rates
	Moderate (3)
	Possible (3)
	Medium (9)
	21. The Pension Fund responds to all consultation papers on structural change to the LGPS issued by the Department of Communities and Local Government. Council officers contribute to discussions with CLG and professional bodies (e.g. CIPFA).


Note: The overall Risk Score is determined by multiplying the scores for the possible impact (0-5) and the assessed likelihood (0-5) together. The significance of the Risk Score is assessed in accordance with the County Council’s framework for managing risks, as set out below.

	Risk Score 
	How the risk should be managed 

	4 Very High Risk 
(16-25) 
	Requires urgent action 
High impact / High likelihood: risk requires urgent action to manage down and maintain exposure at an acceptable level 

	3 High Risk 
(10-15) 
	Management required 
Risk should be managed to ensure risk does not become very high. May require further management attention to reduce level of risk and/or maintain at an acceptable level. Contingency plans will be required for low likelihood/high impact risks 

	2 Medium Risk 
(5-9) 
	Good Housekeeping 
May require some risk mitigation to reduce likelihood if this can be done cost effectively, but good housekeeping to ensure the impact remains low should be adequate. Reassess regularly to ensure conditions remain same. 

	1 Low Risk 
(1-4) 
	Review periodically 
Risks are unlikely to require mitigating actions but status should be reviewed regularly to ensure conditions have not changed 
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