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PENSIONS INVESTMENT SUB-COMMITTEE 
 

Minutes of the meeting held at 7.00 pm on 13 February 2020 
 

Present: 
 

Councillor Keith Onslow (Chairman) 
Councillor Gareth Allatt (Vice-Chairman) 
 

Councillors Simon Fawthrop, Simon Jeal, David Jefferys, 
Christopher Marlow and Gary Stevens 

 
Also Present: 

 
 

John Arthur, MJ Hudson Allenbridge 
 

 
 
64   APOLOGIES FOR ABSENCE AND NOTIFICATION OF 

SUBSTITUTE MEMBERS 
 

There were no apologies for absence. 
 
65   DECLARATIONS OF INTEREST 

 
There were no declarations of interest. 
 
66   QUESTIONS FROM MEMBERS OF THE PUBLIC 

 
No questions had been received. 
 
67   MINUTES OF THE SPECIAL MEETING HELD ON 30TH 

JANUARY 2020 
 

The minutes of the meeting on 30th January 2020 were not yet available. 
 
68   PENSION FUND PERFORMANCE Q3 2019/20 

Report FSD20027 
 
The Sub-Committee received a summary of investment performance of 
Bromley’s pension Fund for the third quarter of 2019/20. A separate report 
from MJ Hudson Allenbridge was included at appendix 5 to the report.   
 
RESOLVED that the report be noted. 
 
69   PENSION FUND INVESTMENT STRATEGY STATEMENT 

 
Report FSD20028 
 
The Sub-Committee considered the proposed new Investment Strategy 
Statement (ISS) for the Pension Fund under the Local Government Pension 
Scheme (Management and Investment of Funds) Regulations 2016, and a 
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revised Funding Strategy Statement (FSS) to reflect the outcome of the 2019 
actuarial valuation.  
 
Members discussed and made comments and suggestions on a number of 
issues covered in the documents, including risk assessment and the London 
CIV. In particular, Councillor Simon Jeal proposed adding “…however in 
exceptional circumstances…” in section 6 (e), but Members considered that 
the text was carefully drafted and should remain as written. The Director of 
Finance offered to circulate the proposed changes to Sub-Committee 
Members before the final changes were made.  
 
Councillor Simon Fawthrop asked to be provided with a list of admitted bodies 
that were in deficit, and the amount of deficit.     
 
RESOLVED that  
 
(1) The Investment Strategy Statement at Appendix 1 be approved. 
 
(2) The Funding Strategy Statement at Appendix 2 be approved.  
 
(3) Any final changes to these documents be undertaken by the Director 
of Finance with the agreement of the Chairman and Vice-Chairman.  
 
70   PENSION FUND ASSET ALLOCATION STRATEGY REVIEW - 

FOLLOW UP REPORT 
Report FSD20029 

 
At the Sub-Committee’s previous meeting it was agreed that more information 
on options for investing in international property should be sought from 
Fidelity and Mercers for the remaining 5% of the fund that was unallocated. 
Although Mercer had provided a briefing which had been circulated, Fidelity 
were not able to assist. John Arthur had therefore arranged for an external 
fund manager, Christoph Butz of Franklin Templeton Investments, to attend 
the meeting. 
 
Mr Butz distributed a brochure summarising his presentation. He began by 
emphasising that with property there was a low correlation to traditional 
assets, and pricing was very varied and specific, with no two assets the same. 
This led to opportunities particularly for capital appreciation, even in adverse 
markets. With local real estate markets moving independently there was also 
natural diversification.  There was a balance of risk to return, from core 
assets, to core plus, value added and opportunistic. Typically, core plus or 
value added assets might have one or more problems – it was important to 
identify the problems that could be overcome. A pipeline of assets needed to 
be established, buying property from owners who were not able or willing to 
invest. By identifying property where the quality and quantity of cash-flow 
could be improved it was possible to reduce exposure to market forces.  
 
Mr Butz answered questions from the Sub-Committee. He commented that 
there was no clear and substantial difference between core plus and value-

Page 4



Pensions Investment Sub-Committee 
13 February 2020 

 

3 
 

added assets, and Franklin Templeton targeted both. He described the 
process of selecting assets in some detail - typically, about 600 transactions 
might be considered initially, but only 10-15 would be carried through. It was 
important to focus on value, carry out due diligence and avoid assets that you 
did not understand. Franklin Templeton used an active risk management tool 
through the entire investment process. There was no pre-set fund limit, and 
investment was typically over a ten year period. The strategy had to be 
flexible enough to exploit a range of opportunities. It was based on buying 
assets where the purchase price could be improved on by 20-30% before the 
asset was recycled. In response to further questions, Mr Butz stated that while 
the macro position was important, much of the focus had to be on bottom-up 
consideration of individual assets that could be improved. Strategy had to be 
more than doing what worked in the past. 
 
The chairman thanked Mr Butz for his very clear and helpful presentation. 
 
When Mr Butz had left the meeting Members continued to discuss what 
approach the Council should take. Members considered that it was important 
to see a range of potential fund managers – this procurement had to be based 
on finding the right team which was both stable and dynamic, and with global 
resources and expertise. It could not be decided just on numbers.   
 
John Arthur left the meeting while the Sub-Committee briefly moved into part 
2 to discuss the procurement route.  
 
RESOLVED that 
 
(1) The report and the presentation from Franklin Templeton be noted.  
 
(2)  Final changes to the asset allocation strategy be agreed.  
 
(3) Procurement of an investment manager for international property be 
conducted by MJ Hudson Allenbridge.        
 
71   LONDON COLLECTIVE INVESTMENT VEHICLE (CIV) - 

PENSION GUARANTEE AND PENSION RECHARGE 
ARRANGEMENTS 
Report FSD20030 

 
The Sub-committee received a report seeking formal agreement to sign the 
London Collective Investment Vehicle (VIV) Pension Guarantee  and Pension 
Recharge Agreements, having considered the legal advice provided in the 
part 2 agenda.   
 
RESOLVED that  
 
(1) The content of the report be noted, including the advice from the 
Director of Corporate Services to ensure that robust safeguards are in 
place in finalising the guarantee and recharge agreements. 
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(2) It is agreed that the guarantee and recharge agreements be signed on 
the basis that the LGPS scheme is closed to new starters and remains 
closed.   
 
72   LOCAL GOVERNMENT ACT 1972 AS AMENDED BY THE 

LOCAL GOVERNMENT (ACCESS TO INFORMATION) 
(VARIATION) ORDER 2006 AND FREEDOM OF INFORMATION 
ACT 2000 
 

RESOLVED that the Press and public be excluded during consideration 
of the items of business referred to below as it is likely in view of the 
nature of the business to be transacted or the nature of the proceedings 
that if members of the Press and public were present there would be 
disclosure to them of exempt information. 
  

The following summaries 
refer to matters 

involving exempt information  
 
73   LONDON COLLECTIVE INVESTMENT VEHICLE (CIV) - 

PENSION GUARANTEE AND PENSION RECHARGE 
ARRANGEMENTS - APPENDIX C 
 

The Sub-Committee gave formal agreement to signing of the London 
Collective Investment Vehicle (CIV) Pension Guarantee  and Pension 
Recharge Agreements. 
 
74   UPDATES FROM THE CHAIRMAN AND/OR DIRECTOR OF 

FINANCE ON ANY EXEMPT MATTERS 
 

The Sub-Committee received an update from the Chairman.   
 
 
The Meeting ended at 9.54 pm. 
 
 
 

Chairman 
 

Page 6



1 
 

PENSIONS INVESTMENT SUB-COMMITTEE 
 

Minutes of the virtual meeting held at 6.00 pm on 28 July 2020 
 

Present: 
 

Councillor Keith Onslow (Chairman) 
Councillor Gareth Allatt (Vice-Chairman) 
 

Councillors Simon Fawthrop, Simon Jeal, David Jefferys, 
Christopher Marlow and Gary Stevens 

 
Also Present: 

John Arthur, MJ Hudson Allenbridge 
 

 
 

 
 
76   APOLOGIES FOR ABSENCE AND NOTIFICATION OF 

SUBSTITUTE MEMBERS 
 

There were no apologies for absence. 
 
77   DECLARATIONS OF INTEREST 

 
Councillor Keith Onslow declared that his son was employed by Fidelity but 
had no involvement with the Bromley Pension Account. 
 
78   QUESTIONS BY MEMBERS OF THE PUBLIC ATTENDING THE 

MEETING 
 

Four questions had been received from members of the public – the written 
replies provided are attached as Appendix A. 
 
79   CONFIRMATION OF MINUTES OF THE MEETING HELD ON 13 

FEBRUARY 2020, EXCLUDING THOSE CONTAINING EXEMPT 
INFORMATION 
 

The Democratic Services Manager apologised to the Sub-Committee that the 
minutes from the meeting held on 13th February 2020 were not yet available.  
 
80   UPDATES FROM THE CHAIRMAN/DIRECTOR OF 

FINANCE/PENSIONS INVESTMENT ADVISOR 
 

The Director of Finance reported on the McCloud judgement, an age 
discrimination case raised by the unions regarding changes to the Pension 
Scheme in 2014 which benefitted scheme members nearing retirement age 
This would add some cost to the Pension Fund, although the Actuary had 
taken the impact of the judgement into account. The judgement was 
retrospective, and the current contractual arrangement with Liberata did not 
allow for the required changes to be made. He would report back to a future 
meeting to cover the resource implications. 
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The Chairman explained that he had asked for fund manager visits to be 
deferred until December, but he hoped that the Sub-Committee would be able 
to hold a real meeting in September. Cllr Jeal understood the need to 
postpone fund manager visits, but asked whether questions could still be 
asked about their reports. The Chairman suggested that questions be put 
through Mr Turner and copied to all members of the Sub-Committee.  
 
The Chairman reported that the London CIV had held its AGM – the Director 
of Finance stated that papers for the CIV meetings could be circulated to Sub-
Committee members. Cost transparency was an issue that had been raised 
frequently; there was a London CIV workshop on 7th August and an 
independent working group had been established to look at the matter. The 
Chairman was interested to know what the net savings from pooling were – 
he had asked John Arthur to give a presentation on this in September, and Mr 
Arthur offered to try to provide performance tables for the funds. There were 
two particular areas of concern with the CIV where progress had been made – 
one was the defined benefit pension scheme for its staff, and agreement had 
been reached with all 32 boroughs on closing this to new entrants; the other 
was the change of business permissions, where agreement had been 
reached that authorities wanting additional services from the CIV would have 
to pay for them.  
 
The Chairman thanked Mr Turner and his Finance Team and Mr Arthur for 
their continued briefing of himself and the Vice-Chairman, and Cllr Fawthrop 
thanked the Chairman and Vice-Chairman for their remarkable achievements 
in affecting the work of the London CIV. 
 
81   PENSION FUND PERFORMANCE Q1 2020/21 

Report FSD200 
 
The Sub-Committee received a summary of the investment performance of 
Bromley’s Pension Fund in the first quarter of 2020/1 including a report from 
the external advisor, MJ Hudson Allenbridge. The report also contained 
information on general financial and membership trends of the Pension Fund 
and summarised information on early retirements. The Chairman was pleased 
to note that the Fund had risen to a total value of £1.171bn. 
 
Mr Arthur briefed the Sub-Committee on the report, emphasising that 
performance had been strong, with an increase of 17.7% over the quarter, 
driven in particular by Baillie Gifford. The situation remained very volatile, with 
the likelihood of a further wave of the pandemic and the United States 
presidential election.  The Fund was over-weighted towards equities at 66.6%, 
rather than the 60% in the asset allocation strategy.  He recommended a re-
balancing towards around 63%, which the Sub-Committee supported. The 
position on cash-flow was noted and would continue to be monitored.  
 
The report included a part 2 appendix on International Real Estate Manager 
selection. John Arthur stated that, despite the changes accelerated by Covid-
19 to the office and retail sectors, this was still a good time to invest in 
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international property through an adept investment manager looking to add 
value to particular properties. He also wanted to see greater diversification in 
the Fund. These funds ran on a limited lifecycle of roughly ten years, and 
there were limited timeframes for investing. The issue of honing the terms of 
reference further in view of the events of the last six months was raised, but it 
was considered that it was important that the process remained outcome 
focussed and the fund managers should have flexibility.  
 
Members agreed that the decision made earlier in the year to diversify into 
international property was sound, and wanted to proceed with the selection 
process for a fund manager in September. The chairman suggested that this 
should be done in a physical meeting if possible. 
 
Members considered the Council’s fixed interest mandate, which as at the 
end of June was 13% of the Fund. The recommendation from MJ Hudson, 
which Members supported, was to move UK Government Gilts to UK 
Investment Grade Credit by switching both the current mandates into the 
Fidelity Sterling Corporate Bond Fund.  
 
RESOLVED that  
 
(1) The contents of the report be noted. 

(2) The latest cash-flow position and that the situation will continue to be 
closely monitored as outlined in the MJ Hudson report be noted.  

(3) No action be taken on the recommendation to consider currency 
hedging to cover a value of up to 50% for the fund’s global equities, as 
outlined in the MJ Hudson report. 

(4) In relation to the weighting of asset classes, 3.5% of the Fund 
(approximately £40m) be switched from Global equities to Multi-Asset 
Income, as recommended in the MJ Hudson report. 

(5) The latest shortlist for the international property procurement be 
noted, and it is agreed that the final selection will take place at the   
meeting in September as outlined in Appendix 6 on the Part 2 agenda. 

(6) The Baillie Gifford fixed interest fund is transferred to the Fidelity 
Sterling Corporate Bond Fund. 
 
82   PENSION FUND DRAFT ANNUAL REPORT 2019/20 

Report FSD20054 
 
The Sub-Committee received the draft annual report and accounts of the 
Bromley Pension Fund for the year ended 31st March 2020 which the Council 
was required to publish under the Local Government Pension Scheme 
Regulations 2013. In accordance with the regulations, the annual report 
included a number of stand-alone documents that required the approval of the 
Sub-Committee (the Governance Policy Statement, the Funding Strategy 
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Statement, the Investment Strategy Statement and the Communications 
Policy Statement). The draft annual report (attached to the report at Appendix 
1) was subject to audit by the Fund’s external auditor, Ernst & Young LLP. In 
accordance with the regulations, the Council would publish the final Annual 
Report on its website by 1st December 2020. 
 
RESOLVED that  
 
(1) The draft Pension Fund Annual Report 2019/20 be noted and 
approved. 
 
(2) The Governance Policy Statement, Funding Strategy Statement, 
Investment Strategy Statement and Communications Policy Statement, 
as outlined in paragraph 3.2 of the report, be approved. 
 
(3) It is noted that the final Pension Fund Annual Report 2019/20 will be 
reported to this Sub-Committee on 15th September 2020 following 
conclusion of the audit. 
 
(4) Arrangements be made to ensure publication by the statutory 
deadline of 1st December 2020.  
 
83   PENSION FUND RISK REGISTER 

Report FSD20056 
 
The Pension Fund Risk Register covered those risks which impacted on the 
ability to deliver its priorities and objectives. The Sub-Committee received a 
report which set out the risks and the actions taken to control them. 
 
RESOLVED that the current Pension Fund Risk Register and the existing 
controls in place to mitigate risks be noted. 
 
 
The Meeting ended at 8.17 pm 
 
 
 

Chairman 
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Appendix A 
 
 
 

PENSIONS INVESTMENT SUB-COMMITTEE 
 

28TH JULY 2020 
 
QUESTIONS FROM MEMBERS OF THE PUBLIC FOR WRITTEN REPLY 
 
 

(1)    From Gill Slater  
(7) Pension Fund Annual Report 2019/20 
 
ISS (e) outlines the approach to ESG considerations. DWP (PCRIG) have produced 
a draft guide for trustees of occupational pensions schemes on the risks and 
opportunities associated with climate change (welcomed by the Pensions Regulator, 
March 2020).  When will the committee revisit its processes in line with the guide to 
embed climate-risk considerations into governance, risk management and strategy? 
 
Reply: 
The Fund’s primary aim and fiduciary responsibility is to secure the payment of 
member pensions both now and into the future. The Fund’s strong funding basis and 
performance against its LGPS peer group over the long term are testimony to the 
Sub-Committee’s focus on this.  
 
The Sub-Committee believes in investing over the long term with asset managers 
who are research driven and build high conviction portfolios rather than rely on 
replicating market indices.  It is because of this research driven, active and long-term 
investment approach that the Fund’s asset managers have to imbed Environmental, 
Social and Governance (ESG) issues, including climate risks, into their fundamental 
research process. The Sub-Committee and its Adviser meet with the Fund’s asset 
managers on a regular basis to discuss these issues.  
 
The Sub-Committee recognises the increased emphasis that the DWP and the 
Pensions Regulator are placing on climate change and will continue to engage with 
their asset managers on these issues going forward. 
 
 

(2)    From Sheila Grace  
(7) Pension Fund Annual Report 2019/20 & (9) Pension Fund Risk Register  
 
Whilst scientific evidence connects fossil fuels with climate change, the report and 
register omit any reference to climate change / fossil fuels. With the government 
being advised to take active steps to prepare for an increase of 4 degrees, does the 
committee understand what a 4 degree increase will mean for humanity and does it 
consider its pensions investments have any role to play in reducing these impacts? 
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Reply: 
The Sub-Committee recognises the importance of climate change and believes that 
Pension Funds can play a role in encouraging change in corporate behaviour to help 
mitigate these risks. As noted in the previous response, the Sub-Committee believes 
that by investing in actively managed portfolios driven by fundamental research and 
invested for the long term, it is best placed to imbed these issues into its investments.  
 
 

(3)    From Sheila Grace  
(7) Pension Fund Annual Report 2019/20 
 
It is stated that the fund has appointed asset managers who explicitly consider ESG 
issues in their research (page 98).  But the report does not include how asset 
managers invest or divest from funds with material ESG issues.  Investments in 
environmentally harmful funds which include fossil fuels and factory farming are 
proving to be a greater risk as well as impacting negatively on climate and 
biodiversity.  How is this compatible with the Fund’s fiduciary responsibility? 
 
Reply: 
The Sub-Committee expects its asset managers to research and understand the 
environmental impact of each of the investments they make on behalf of the Fund. 
Because of this it does not believe in excluding specific companies from investment 
but for its asset managers to work with the companies they are invested in to improve 
the ESG profile of the Fund. It is occasionally those companies which are most 
challenged by issues such as climate change and are making serious efforts to tackle 
those challenges, which, by changing their behaviour, can have the biggest impact 
and through this change, become a highly profitable investment for the Fund.  
 
 

(4)  From Gill Slater 
(6) Pension Fund Performance Q1 2020/21 
  
The report indicates a fall in the rankings for the past 4 years & significantly in 
2019/20.  Appendix 5 notes the impact of COVID 19 and what it refers to as ‘the 
seeds of the next crisis’ (rising inflation, lower spending & slow growth) but 
completely ignores the  looming climate crisis other than a single passing reference 
to the future of fossil fuels in respect of the US election.  Does the committee know 
which of its funds involve fossil fuel investments and the extent of that investment 
and can that be communicated in simple terms for fund members to understand? 
 
Reply: 
The Sub-Committee is aware of which of its asset managers have investments in 
fossil fuel companies and will ask its Adviser to include this information in the next 
quarterly report. 
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PENSIONS INVESTMENT SUB-COMMITTEE 
 

Minutes of the special meeting held at 6.00pm on 15 September 2020 
 

Present: 
 

Councillor Keith Onslow (Chairman) 
Councillor Gareth Allatt (Vice-Chairman) 
 

Councillors Simon Fawthrop, Simon Jeal, David Jefferys, 
Christopher Marlow and Gary Stevens 

 
 

 
 
84   APOLOGIES FOR ABSENCE AND NOTIFICATION OF 

SUBSTITUTE MEMBERS 
 

There were no apologies for absence. Councillors Simon Fawthrop, Simon 
Jeal, David Jefferys and Gary Stevens joined the meeting by phone line.  
 
85   DECLARATIONS OF INTEREST 

 
There were no declarations of interest. 
 
86   LOCAL GOVERNMENT ACT 1972 AS AMENDED BY THE 

LOCAL GOVERNMENT (ACCESS TO INFORMATION) 
(VARIATION) ORDER 2006 AND FREEDOM OF INFORMATION 
ACT 2000 
 

RESOLVED that the Press and public be excluded during consideration 
of the item of business referred to below as it is likely in view of the 
nature of the business to be transacted or the nature of the proceedings 
that if members of the Press and public were present there would be 
disclosure to them of exempt information. 
  

The following summary 
refers to matters 

involving exempt information  
 
87   INTERNATIONAL PROPERTY FUND MANAGER SELECTION 

 
The Sub-Committee received a summary of the tender process for the 
appointment of International Property fund managers, and received 
presentations from the three shortlisted fund managers. The Sub-Committee 
agreed the appointment of a fund manager.   
 
The Meeting ended at 9.35pm. 
 
 
 

Chairman 
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Report No. 
FSD20090 
 

London Borough of Bromley 
 

PART 1 - PUBLIC 
 
 

 

 

   

Decision Maker: Pensions Investment Sub-Committee 

Date:  December 1st 2020 

Decision Type: Non-Urgent Non-Executive Non-Key 

Title: PENSION FUND PERFORMANCE Q2 2020/21 
 

Contact Officer: Katherine Ball, Principal Accountant 
Tel:  020 8313 4792   E-mail:  katherine.ball@bromley.gov.uk 

Chief Officer: Director of Finance 

Ward: All 

 
1. Reason for report 

1.1 This report provides a summary of the investment performance of Bromley’s Pension Fund in 
the 2nd quarter of 2020/21. More detail on investment performance is provided in a separate 
report from the Fund’s external adviser, MJ Hudson Allenbridge, which is attached as 
Appendix 5. The report also contains information on general financial and membership trends 
of the Pension Fund and summarised information on early retirements.  

    ____________________________________________________________________________ 

2. RECOMMENDATION 

2.1 The Pensions Investment Sub-Committee is asked to: 

(a) note the contents of the report; 
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Corporate Policy 
 

1. Policy Status: Existing policy.  The Council's Pension Fund is a defined benefit scheme operated 
under the provisions of the Local Government Pension Scheme (LGPS) Regulations, for the 
purpose of providing pension benefits for its employees. The investment regulations (The LGPS 
(Management and Investment of Funds) Regulations 2016) allow local authorities to use all the 
established categories of investments, e.g. equities, bonds, property etc, and to appoint external 
investment managers who are required to use a wide variety of investments and to comply with 
certain specific limits. 

 

2. BBB Priority: Excellent Council.       
________________________________________________________________________________ 
 

Financial 
 

1. Cost of proposal: No cost       
 

2. Ongoing costs: Recurring cost. Total administration costs estimated at £5.1m (includes fund 
manager/actuary/adviser fees, Liberata charge and officer time) 

 

3. Budget head/performance centre: Pension Fund 
 

4. Total current budget for this head: £44.6m expenditure (pensions, lump sums, etc); £49.8m 
income (contributions, investment income, etc); £1,218m total fund market value at 30th 
September 2020) 

 

5. Source of funding: Contributions to Pension Fund 
________________________________________________________________________________ 
 

Staff 
 

1. Number of staff (current and additional): 0.4 FTE   
 

2. If from existing staff resources, number of staff hours: c 14 hours per week   
________________________________________________________________________________ 
 

Legal 
 

1. Legal Requirement: Statutory requirement. Local Government Pension Scheme (LGPS) 
Regulations 2013 (as amended), LGPS (Management and Investment of Funds) Regulations 
2016  

 

2. Call-in: Call-in is not applicable.       
________________________________________________________________________________ 
 

Customer Impact 
 

1. Estimated number of users/beneficiaries (current and projected): 5,875 current employees; 
5,628 pensioners; 6,076 deferred pensioners as at 30th September 2020   

________________________________________________________________________________ 
 

Ward Councillor Views 
 

1. Have Ward Councillors been asked for comments?  No.  
 

2. Summary of Ward Councillors comments:  N/A 
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3. COMMMENTARY 

3.1 Fund Value 

3.1.1 The market value of the Fund ended the September quarter at £1,218.0m, up from £1,177.4m 
as at 30th June. The comparable value as at 30th September 2019 was £1,117.7m. Historic 
data on the value of the Fund are shown in a table and in graph form in Appendix 1.  

3.2 Performance Targets and Investment Strategy 

3.2.1 Historically, the Fund’s investment strategy was broadly based on a high level 80%/20% split 
between growth seeking assets (representing the long-term return generating part of the Fund’s 
assets) and protection assets (aimed at providing returns to match the future growth of the 
Fund’s liabilities). Between 1998 and 2012, Baillie Gifford and Fidelity managed balanced 
mandates along these lines, and, a comprehensive review of the Fund’s investment strategy in 
2012 confirmed this high-level strategy. It concluded that the growth element would, in future, 
comprise a 10% allocation to Diversified Growth Funds (DGF) and a 70% allocation to global 
equities, with a 20% protection element remaining in place for investment in corporate bonds 
and gilts. 

3.2.2 The asset allocation strategy was reviewed again during 2016/17, mainly to address the 
projected cash flow shortfall in future years, and a revised strategy was agreed on 5th April 
2017. The revised strategy introduced allocations to Multi Asset Income Funds (20%) and 
Property Funds (5%), removed Diversified Growth Funds, and reduced the allocations to Global 
Equities (to 60%) and Fixed Income (to 15%).   In order to implement the revised strategy, it 
was agreed to sell all of the Diversified Growth Funds and the Blackrock Global Equities assets. 

3.2.3 At the meetings on 21st November and 14th December 2017 the Sub-Committee appointed 
Schroders (60%) and Fidelity (40%) to manage the MAI fund mandates and Fidelity to manage 
a UK pooled property fund mandate. The Fidelity MAI and initial drawdown of the property fund 
were completed in February 2018 and the Schroders MAI investment completed in May 2018. A 
further drawdown of the Fidelity property fund was completed in August 2018. The final 
drawdown of the Fidelity property was completed in December 2018.  The sale of the balance 
of the Blackrock fund was completed in May 2019 and transferred to Fidelity’s MAI Fund, as 
agreed by this Committee at its meeting held on 15th May 2019. 

3.2.4 The asset allocation strategy was reviewed again during 2019/20, and a revised strategy has 
been finalised.  The revised strategy has amended the allocations as follows: Equities (58%), 
Multi Asset Income Funds (20%), Fixed Income (13%), UK Real Estate (4%) and International 
Property (5%).  

3.3 Summary of Fund Performance 

3.3.1 Performance data for 2020/21 (short-term) 

A detailed report on fund manager performance in the quarter ended 30th September 2020 is 
provided by the fund’s external adviser, MJ Hudson Allenbridge, in Appendix 5. The total fund 
return for the second quarter was +3.89% against the benchmark of +2.27%. Further details of 
individual fund manager performance against their benchmarks for the quarter, year to date, 1, 
3 and 5 years and since inception are provided in Appendix 2.   
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3.3.2 Medium and long-term performance data 

The Fund’s medium and long-term returns have remained very strong overall, although due to 
the Covid-19 pandemic the total return in 2019/20 was -2.74% against a benchmark of -1.98%.  
The returns for 2018/19 and 2017/18 were 8.0% and 6.7% against the benchmark of 8.3% and 
3.1% respectively.  

The overall Fund ranked twenty second against the 63 funds in the PIRC LGPS universe for the 
year to 31st March 2020, third over 3 years, third over 5 years, second over 10 years and first 
over 20 and 30 years. 

The following table shows the Fund’s long-term rankings in all financial years back to 2005/06 
and shows the medium to long-term returns for periods ended 31st March. The medium to long-
term results have been good and have underlined the fact that the Fund’s performance has 
been consistently strong over a long period.  

Year Whole        
Fund    

Return 

 
Benchmark 

Return 

Local 
Authority 
Average* 

Whole  
Fund 

Ranking* 

 % % %  
Financial year figures     
2019/20 -2.74 -1.87 -4.8 22 
2018/19 8.0 8.3 6.6 11 
2017/18 6.7 3.1 4.5 3 
2016/17 26.8 24.6 21.4 1 
2015/16 0.1 0.5 0.2 39 
2014/15 18.5 16.4 13.2 7 
2013/14 7.6 6.2 6.4 29 
2012/13 16.8 14.0 13.8 4 
3 year ave to 31/3/19 13.5 11.6 10.5 1 
2015/16 10.6 8.9 8.3 1 
2014/15 14.6 13.4 11.2 1 
2013/14 8.4 7.5 6.4 6 
2012/13 14.2 12.1 11.1 5 
2011/12 2.2 2.0 2.6 74 
2010/11 9.0 8.0 8.2 22 
5 year ave to 31/3/19 11.6 10.3 8.8 2 
2013/14 11.5 9.8 8.8 2 
2012/13 13.6 12.0 10.7 1 
2011/12 8.8 7.6 7.1 6 
2010/11 10.7 9.2 8.8 11 
2009/10 48.7 41.0 35.2 2 
2008/09 -18.6 -19.1 -19.9 33 
2007/08 1.8 -0.6 -2.8 5 
2006/07 2.4 5.2 7.0 100 
2005/06 
 
 
 

27.9 24.9 24.9 5 
10 year ave to 31/3/19 13.7 n/a 10.7 1 
20 year ave to 31/3/19 7.9 n/a 6.4 1 
30 year ave to 31/3/19 9.2 n/a 8.4 1 

*The most recent LA averages and ranking as at 31/03/20 are based on the PIRC LA universe containing 63 of the 89 funds. 

3.3.3 In addition to winning the LGPS Investment Performance of the Year in 2017, the LGPS Fund 
of the Year (assets under £2.5bn) in 2018, Bromley was also in the final shortlist for 2019 and is 
currently one of three funds short-listed for the LGPS Fund of the Year 2020. Bromley also 
recently won the Pensions, Treasury and Asset Management Award at CIPFA’s Public Finance 
Awards 2019, recognising the consistent high performance of the Fund.  
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3.3.4 Performance Measurement Service 

As previously reported in April 2016, the Council was informed that WM Company (State Street) 
would cease providing performance measurement services to clients to whom they do not act 
as custodian with effect from June 2016. There are currently no providers offering a like for like 
service so the Council is using its main custodian, BNY Mellon, to provide performance 
measurement information and the 2nd quarter summary of manager performance is provided at 
Appendix 2. PIRC currently provide LA universe comparator data and, at the time of writing, has 
63 of the 89 LGPS funds (71%) signed up to the service including the London Borough of 
Bromley. 

3.4 Early Retirements 

3.4.1 Details of early retirements by employees in the Fund are shown in Appendix 3. 

3.5 Admission agreements for outsourced services 

3.5.1 The cessation debt and deficit repayment plan for MyTime Active has been finalised and was 
signed and sealed on 17th March 2020.  MyTime has been paying monthly contributions since 
April and LBB is seeking to formalise an arrangement for the remaining balance (including 
interest for late payment) but has yet to determine a date. 

3.5.2 The final transfer payment for GS Plus was commissioned to our Actuary on July 6th 2020.  Our 
actuary is waiting to hear back from Barnett Waddingham if they agree to the approach being 
proposed.  An update will be provided to this Sub-Committee when we have the results.  

3.5.3 There is currently one admission agreement being arranged relating to Academies that have 
outsourced services; Red Hill Primary. 

3.6 Fund Manager attendance at meetings 

3.6.1 Meeting dates have been set for 2020/21. While Members reserve the right to request 
attendance at any time if any specific issues arise, the timetable for subsequent meetings is as 
follows although this may change given future social-distancing requirements: 
 
Meeting 27th January 2021 – MFS (global equities) 
Meeting 29th April 2021 - Baillie Gifford (global equities and fixed income) 
 

4. POLICY IMPLICATIONS 
 

4.1.1 The Council's Pension Fund is a defined benefit scheme operated under the provisions of the 
Local Government Pension Scheme (LGPS) Regulations, for the purpose of providing pension 
benefits for its employees. The investment regulations (The LGPS (Management and 
Investment of Funds) Regulations 2016) allow local authorities to use all the established 
categories of investments, e.g. equities, bonds, property etc, and to appoint external investment 
managers who are required to use a wide variety of investments and to comply with certain 
specific limits. 

5. FINANCIAL IMPLICATIONS 

5.1.1 Details of the final outturn for the 2019/20 Pension Fund Revenue Account and the position 
after the second quarter of 2020/21 are provided in Appendix 4 together with fund membership 
numbers. A net surplus of £19.5m occurred during 2019/20 and total membership numbers 
rose by 136. In the first half of 2020/21, a net surplus of £5.5m has arisen, and membership 
numbers decreased by 198. 

Page 19



6 
  

5.1.2 It should be noted that the net surplus of £19.5m in 2019/20 includes investment income of 
£12.1m which was re-invested in the funds so, in cashflow terms, there would have been a 
£7.4m cash surplus for the year.  The first half of 2020/21 would be a cash surplus of £5m 
excluding reinvested income.  

6. LEGAL IMPLICATIONS 

6.1.1 The statutory provisions relating to the administration of the Local Government Pension 
Scheme are contained in the Local Government Pension Scheme (LGPS) Regulations 2013 (as 
amended). The investment regulations (The LGPS (Management and Investment of Funds) 
Regulations 2016) set out the parameters for the investment of Pension Fund monies. 

Non-Applicable Sections: Personnel Implications, Impact on Vulnerable Adults and 
Children, Procurement Implications 

Background Documents: 
(Access via Contact Officer) 

Monthly and quarterly portfolio reports of Baillie Gifford, 
Blackrock, Fidelity, MFS and Schroders. 
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Appendix 1 
 

MOVEMENTS IN PENSION FUND MARKET VALUE SINCE 2002 
 

Date Baillie Gifford Fidelity Blackrock MFS 
Standard 

Life Schroders CAAM   

  
Balanced 
Mandate DGF 

Fixed 
Income 

Global 
Equities Total 

Balanced 
Mandate 

Fixed 
Income MAI Property Total 

Global 
Equities 

Global 
Equities DGF MAI 

LDI 
Investment GRAND TOTAL 

  £m £m £m £m £m £m £m 
  

£m £m £m £m £m £m £m 

31/03/2002 113.3 
   

113.3 112.9 
   

112.9 
     

226.2 

31/03/2003 90.2 
   

90.2 90.1 
   

90.1 
     

180.3 

31/03/2004 113.1 
   

113.1 112.9 
   

112.9 
     

226.0 

31/03/2005 128.5 
   

128.5 126.7 
   

126.7 
     

255.2 

31/03/2006 172.2 
   

172.2 164.1 
   

164.1 
     

336.3 

31/03/2007 156.0 
   

156.0 150.1 
   

150.1 
    

43.5 349.6 

31/03/2008 162.0 
   

162.0 151.3 
   

151.3 
    

44.0 357.3 

31/03/2009 154.4 
   

154.4 143.0 
   

143.0 
     

297.4 

31/03/2010 235.4 
   

235.4 210.9 
   

210.9 
     

446.3 

31/03/2011 262.6 
   

262.6 227.0 
   

227.0 
     

489.6 

31/03/2012 269.7 
   

269.7 229.6 
   

229.6 
     

499.3 

31/03/2013# 315.3 26.5 
  

341.8 215.4 
   

215.4 
  

26.1 
  

583.3 

31/03/2014@ 15.1 26.8 45.2 207.8 294.9 
 

58.4 
  

58.4 122.1 123.1 27.0 
  

625.5 

31/03/2015 
 

45.5 51.6 248.2 345.3 
 

66.6 
  

66.6 150.5 150.8 29.7 
  

742.9 

31/03/2016 
 

44.8 51.8 247.9 344.5 
 

67.4 
  

67.4 145.5 159.2 28.3 
  

744.9 

31/03/2017 
 

49.3 56.8 335.3 441.4 
 

74.3 
  

74.3 193.2 206.4 28.5 
  

943.8 

31/03/2018$& 
  

58.0 380.0 438.0 
 

75.6 79.2 15.9 170.7 155.2 206.8 
   

970.7 

31/03/2019 
  

59.2 416.5 475.7 
 

78.7 78.8 48.6 206.1 11.4 230.2 
 

115.8 
 

1,039.2 

31/03/2020 
  

60.9 411.85 472.7 
 

83.5 80.6 47.0 211.1 
 

220.3 
 

96.1 
 

1,000.3 

30/06/2020 
  

65.0 529.8 594.8 
 

88.4 87.5 45.6 221.5 
 

254.3 
 

106.8 
 

1,177.4 

30/09/2020/   65.4 524.8 590.2  89.0 128.3 44.7 262.0  259.2  106.6  1,218.0 

                 

# £50m Fidelity equities sold in Dec 2012 to fund Standard Life and Baillie Gifford DGF allocations. 

      
  

@ Assets sold by Fidelity (£170m) and Baillie Gifford (£70m) in Dec 2013 to fund MFS and Blackrock global equities.  

    
  

$ £32m  Blackrock global equities sold in July 2017 to pay group transfer value re Bromley College.  

      
  

& Assets sold by Baillie Gifford (£51m), Standard Life (£29m) and Blackrock (£19m) in Feb 2018 to fund Fidelity MAI and Property funds.  

  
  

£ Assets sold by Blackrock (£120m) in May 2018 to fund Schroder MAI fund.  

        
  

^ Assets sold by Blackrock (£20m) in August 2018 to fund Fidelity Property fund.  

        
  

* Assets sold by Blackrock (£13.7m) in December 2018 to fund Fidelity Property fund.  

       
  

" Assets sold by Blackrock (£11.6m) in May 2019 to fund Fidelity MAI. 
/ Assets sold by Baillie Gifford (£41.2m) in Aug 2020 to fund Fidelity MAI fund                     
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Appendix 2 

PENSION FUND MANAGER PERFORMANCE TO SEPT 2020 

Portfolio 
Month 

% 
3 Months 

% 
YTD 

% 
1 Year 

% 
3 Years 

% 
5 Years 

% 

Since 
Inception 

% 

Baillie Gifford Global Equity 0.81 7.19 37.70 25.66 15.88 20.52 9.58 

Benchmark 0.27 3.46 23.96 5.80 9.02 14.47 7.85 

Excess Return  0.54 3.72 13.74 19.85 6.86 6.06 1.73 
        
Baillie Gifford Fixed Income 1.44 0.78 8.05 4.17 5.02 5.41 5.90 

Benchmark 0.97 -0.15 4.98 3.18 4.93 5.47 5.74 

Excess Return  0.47 0.93 3.06 0.99 0.09 -0.06 0.16 
        
Fidelity Fixed Income 1.58 0.66 6.59 5.44 6.08 6.55 6.72 

Benchmark 1.08 -0.06 4.68 3.88 5.36 5.43 5.87 

Excess Return  0.50 0.72 1.91 1.56 0.72 1.12 0.84 
        
Fidelity MAI -0.10 0.59 10.37 -2.82 

  
1.81 

Benchmark 0.33 0.99 1.98 4.00 
  

4.00 

Excess Return  -0.43 -0.39 8.39 -6.82 
  

-2.19 
        
Fidelity Property -0.12 -0.07 -2.99 -3.21 

  
-0.03 

Benchmark 0.18 0.24 -3.83 -4.18 
  

0.93 

Excess Return  -0.31 -0.31 0.84 0.97 
  

-0.96 
        
MFS Global Equity 2.44 1.92 17.74 -0.65 7.26 13.32 11.91 

Benchmark 0.23 3.35 23.64 5.27 8.45 13.85 11.21 

Excess Return  2.20 -1.43 -5.90 -5.92 -1.20 -0.53 0.70 
        Schroder MAI -0.63 2.32 13.18 -3.44 

  
-0.39 

Benchmark 0.41 1.23 2.47 5.00 
  

5.00 

Excess Return  -1.04 1.09 10.71 -8.44 
  

-5.39 

        Total Fund 0.98 3.89 22.33 10.09 9.40 13.61 9.01 

Benchmark 0.38 2.27 14.90 4.85 7.23 11.26 
 Excess Return  0.60 1.62 7.42 5.24 2.16 2.35 
          

N.B. returns may differ to fund manager reports due to different valuation/return calculation methods 
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Appendix 3 
EARLY RETIREMENTS 

A summary of early retirements and early release of pension on redundancy by employees in 
Bromley’s Pension Fund in the current year and in previous years is shown in the table below. With 
regard to retirements on ill-health grounds, this allows a comparison to be made between their actual 
cost and the cost assumed by the actuary in the triennial valuation. If the actual cost of ill-health 
retirements significantly exceeds the assumed cost, the actuary will be required to consider whether 
the employer’s contribution rate should be reviewed in advance of the next full valuation. In the last 
valuation of the Fund (as at 31st March 2019) the actuary assumed a figure of 0.9% of pay (approx. 
£1.4m p.a from 2020/21) compared to £1.2m in the 2016 valuation, £1m in the 2013 valuation and 
£82k p.a. in the 2010 valuation. In 2015/16 there were nine ill-health retirements with a long-term cost 
of £1,126k, in 2016/17 there were six with a long-term cost of £235k, in 2017/18 there were five with 
a long-term cost of £537k, in 2018/19 there were five with a long-term cost of £698k and in 2019/20 
there were 3 with a long-term cost of £173k  Provision has been made in the Council’s budget for 
these costs and contributions have been and will be made to reimburse the Pension Fund as result of 
which the level of costs will have no impact on the employer contribution rate.  

The actuary does not make any allowance for other (non-ill-health) early retirements or early release 
of pension, however, because it is the Council’s policy to fund these in full by additional voluntary 
contributions. In 2015/16 there were 23 non ill-health retirements with a total long-term cost of £733k, 
in 2016/17 there were 22 with a total cost of £574k, in 2017/18 there were ten with a long-term cost of 
£245k, in 2018/19 there were eight with a long-term cost of £392k and in 2019/20 there were 14 with 
a long-term cost of £433k.  Provision has been made in the Council’s budget for severance costs 
arising from LBB staff redundancies and contributions have been and will be made to the Pension 
Fund to offset these costs.  The costs of non-LBB early retirements are recovered from the relevant 
employers. 

Long-term cost of early retirements  Ill-Health           Other  

 No £000 No £000 
April – Sept 20  - LBB 1 289 2 - 
                        - Other 2 156 3 78 

                        - Total 3 445 5 78 

     
Actuary’s assumption  - 2019 to 2022  1,400 p.a.  N/a 
                                    - 2016 to 2019  1,200 p.a.  N/a 
                                    - 2013 to 2016  1,000 p.a.  N/a 
                                    - 2010 to 2013  82 p.a.  N/a 
     
Previous years – 2019/20 3 173 14 433 
                         – 2018/19 5 698 8 392 
                         – 2017/18 5 537 10 245 
                         – 2016/17 6 235 22 574 
                         – 2015/16 9 1,126 14 734 
                         – 2014/15 7 452 19 272 
                         – 2013/14 6 330 26 548 
                         – 2012/13 2 235 45 980 
                          - 2011/12 6 500 58 1,194 

 

  

Page 24



11 
  

Appendix 4 
 

PENSION FUND REVENUE ACCOUNT AND MEMBERSHIP 

       

  

Final 
Outturn 
2019/20  

Estimate 
2020/21  

Actuals to 
30/09/20 

  £’000  £’000  £’000 

INCOME       

       

Employee Contributions  7,091  7,400  3,430 

       

Employer Contributions       

- Normal  24,969  23,700  10,632 

- Past-deficit  2,501  -  - 

       

Transfer Values Receivable  5,511  3,900  1,055 

       

Investment Income       

- Re-invested  12,114  6,100  5,045 

- Distributed to Fund  10,554  8,700  5,047 

       

Total Income  62,740   49,800  25,209 

       

EXPENDITURE       

       

Pensions  29,076  29,600  14,761 

       

Lump Sums  5,658  6,100  2,805 

       

Transfer Values Paid  3,064  3,600  918 

       

Administration       

- Manager fees  4,144  3,900  875 

- Other (incl. pooling costs)  1,175  1,200  282 
       
Refund of Contributions  133  200  32 

Total Expenditure  43,250   44,600  19,673 

       

Surplus/Deficit (-)  19,490   5,200  5,536 

       

MEMBERSHIP  31/03/2020    30/09/2020 

       

Employees  6,253    5,875 

Pensioners  5,592    5,628 

Deferred Pensioners  5,945    6,076 

  17,568    17,579 
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Report No. 
FSD20093 

London Borough of Bromley 
 

PART ONE - PUBLIC 
 
 

 

   

Decision Maker: PENSIONS INVESTMENT SUB-COMMITTEE 

Date:  1st December 2020 

Decision Type: Non-Urgent 
 

Non-Executive 
 

Non-Key 
 

Title: PENSIONS ADMINISTRATION 

Contact Officer: David Dobbs, Head of Corporate Finance and Accounting 
Tel: 020 8313 4145    Email: david.dobbs@bromley.gov.uk 
 

Chief Officer: Peter Turner, Director of Finance 
Tel: 020 8313 4668    E-mail:  peter.turner@bromley.gov.uk  

Ward: Borough Wide 

 
1. REASON FOR REPORT 

1.1  The purpose of this report is to provide information regarding the forthcoming changes to the 
LGPS and how they will impact on the Pension Fund’s administration. 

________________________________________________________________________________ 

2. RECOMMENDATIONS 

2.1  The Sub-Committee is asked to: 

 (a)  note the ongoing and proposed changes to the Local Government Pension Scheme 
and the impact that these changes will have on fund administration at the Council 

(b) consider the updated assessment of resourcing needs for pension administration, 
including the changes outlined for the outsourced (Liberata) and client-side 
(Council) arrangements 

(c)    agree that the Director of Finance will discuss the finalised resource requirements 
with the Sub-Committee Chairman and Vice-Chairman, with the outcome reported to 
the Committee 

(d) comment on and note the Council’s proposed approach concerning the 
implementation of the £95k Exit Cap. 
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_______________________________________________________________________________ 
 

Corporate Policy 
 

1. Policy Status: Existing Policy. The Council's pension fund is a defined benefit scheme operated 
under the provisions of the Local Government Pension Scheme (LGPS) Regulations for the purpose 
of providing pension benefits for its employees. 
 

2. BBB Priority: Excellent Council 
________________________________________________________________________________ 
 

Financial 
 

1. Cost of proposal: No Cost  
 

2. Ongoing costs: Recurring Cost. Total administration cost £5.3m (includes fund 
manager/actuary/adviser fees, Liberata charge and officer time) 

 

3. Budget head/performance centre: Pension Fund 
 

4. Total current budget for this head: £43.9m expenditure (pensions, lump sums, etc); £56.8m 
income (contributions, investment income, etc); £1,000.3m total fund market value at  
31st March 2020 

 

5. Source of funding: Contributions to Pension Fund 
________________________________________________________________________________ 
 

Personnel 
 

1. Number of staff (current and additional): 1.3 FTE    
 

2. If from existing staff resources, number of staff hours: 45 hours per week    
________________________________________________________________________________ 
 

Legal 
 

1. Legal Requirement: Statutory Requirement Local Government Pension Scheme Regulations 
2013 (as amended), LGPS (Management and Investment of Funds) Regulations 2016. 

 

2. Call-in: N/A.  
________________________________________________________________________________ 
 

Procurement 
 

1. Summary of Procurement Implications: N/A  
________________________________________________________________________________ 
 

Customer Impact 
 

1. Estimated number of users/beneficiaries (current and projected):  6,253 current employees; 
5,592 pensioners; 5,945 deferred pensioners (for all employers in the Fund) as at 31st March 
2020. 

_______________________________________________________________________________ 
 

Ward Councillor Views 
 

1. Have Ward Councillors been asked for comments? N/A 
 

2. Summary of Ward Councillors comments:  N/A 
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3. COMMENTARY 

Pension Fund Administration 

3.1 The Pension Fund’s objective in relation to administration is to deliver an efficient, quality and 
value for money service to its scheme employers and scheme members. Operationally the 
administration of the Fund is partly outsourced to Liberata and partly carried out by Council 
staff. The Council and Liberata staff work in partnership to provide a seamless service to 
scheme employers and scheme members.  Overall, the fund continues to operate at a high 
standard to support its members despite the financial uncertainty and other challenges 
associated with Covid-19 pandemic. 

3.2 The Pension Fund’s current administration function is a partnership between Liberata (through 
the exchequer services contract) and an in-house 1.0 FTE resource who holds the post of 
Pensions Manager. It is worth noting that Bromley has fewer resources than most London 
Borough’s in relation to the Pension Fund. Whilst the fund’s value exceeds £1bn, the 1.0 FTE 
(Pensions Manager) is supported only by approximately 0.3 FTE of resource from the wider 
Control team, in addition to a small proportion of time from the Head of Department and Director 
of Finance. 

3.3 The administrative activities completed by Liberata include:  

 Responding to members’ general queries 

 Processing and issuing leaver benefit statement and annual benefit statements 

 Providing estimates and processing payment for refund, retirements (normal, ill-health, 
redundancy, and flexible), transfer value, and death grants 

 Processing and updating record in relation to starters, opt-out members, and leavers 

 Drafting the fund’s annual newsletter 

 Providing accounting and valuation data 

 Supporting Council officers with contributions reconciliation and regulatory returns.  

 
3.4 The primary role of the Pensions Manager is to monitor Liberata’s performance in relation to the 

performance of its administrative activities as well as:  
 

   Ensuring that the Council complies with its statutory responsibilities and that appropriate 
arrangements or policies are in place 

 Providing relevant information and communicating with other employers  

 Managing and monitoring the administration of admitted bodies, complaints and the 
Internal Dispute Resolution Procedure 

 Responding to ad-hoc queries from the Directors, other officers and Councillors on all 
pensions matters and preparing reports to relevant Committees meetings  

 Supporting the Council’s Pensions Board 

 Liaising with the scheme actuary regarding actuarial valuations and other matters. 

 New and Proposed Changes to LGPS Regulations 

3.5   There are a number of recently implemented and proposed changes to LGPS regulations, which 
will impact on pensions administration. Most significant amongst these are the McCloud 
Judgement and its proposed remedy, and the Restriction of Public Sector Exit Payments 
Regulations (i.e. the £95k severance payment cap). 
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3.6 In light of these changes and other proposed developments, there is an opportunity to consider 
their impact on administration and to strategically re-examine the resource requirements for 
Pensions Administration to ensure that these changes can be delivered successfully and 
properly communicated to scheme members. 
 

 McCloud Case and Proposed Remedy 

3.7 The McCloud case affected reforms that moved the LGPS from a final salary to a career 
average salary basis in 2014. The Court of Appeal ruled that measures to protect older 
members from the effects of the change, based on their age on 1 April 2012, directly 
discriminated against younger members. 
 

3.8 In summary, the proposed remedy will protect qualifying members by the application of a 
revised underpin calculation.  Qualifying members will be all who were active in 2008 scheme 
on 31st March 2012 and accrued benefits in the 2014 scheme without a disqualifying break.   

 
3.9 Any qualifying members who have already left the scheme will have the revised underpin 

applied retrospectively and so benefits for all qualifying leavers since 1 April 2014 will need to 
be revisited to determine whether the underpin will produce a higher benefit.  The underpin 
check will be a two-stage process, with a provisional check on leaving active membership, or 
reaching the underpin date (if later), and a final check when benefits are taken (the "underpin 
crystallisation date"). This is so that the effect of early and late retirement factors on the 2008 
Scheme and 2014 Scheme benefits can be considered in calculating whether the underpin 
gives a higher benefit.  

 
3.10 Implementing these changes is likely to represent a significant challenge, particularly with an 

expected commencement date of 1 April 2022. There are many different aspects of work that 
will need to be carried out to implement the changes, including: 

 

  Communicating changes to members and employers 

   Collecting and validating additional data from employers, including obtaining part-time 
hours and service break data from April 2014, from all employers 

 Incorporating the underpin in the annual benefit statements 

 Producing calculations for the qualifying members since 1 April 2014 that have already 
left, retired or deceased 

 Calculate the underpin for current active employees pre-April 14 joiners. 

 
3.11 The additional administration costs may mean that administering bodies request an updated 

valuation in advance of triennial 2022 valuation. Whilst the benefit cost for the McCloud remedy 
was been estimated and included in the 2019 valuation for all affected employers, the 
administration cost for McCloud was not included in the administrative cost recharged to 
employers, though it is possible that some of the cost can be recouped after the next valuation 
by passing the costs onto employers. 

 
95K cap and exit payment reform 

3.12 Having first been proposed in 2015, this reform restricts the total value of an exit package 
(including redundancy, severance and other payments) to £95k. The cap also includes pension 
strain costs for those aged 55 and over.  Whilst the implementing legislation came into force on 
4th November 2020, the relevant scheme regulations for the LGPS are not yet in place. This 
creates some ambiguity and is an urgent issue for administering authorities to respond to, 
particularly where exits, from the Council or other fund employers, may already be in progress.  
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3.13 In a letter dated 28th October, MHCLG wrote to all LGPS administering authorities, setting out 
the Government’s view that the Exit Cap Regulations effectively curtail the use of LGPS 
regulations to pay an immediate unreduced pension when the cap is breached. Therefore, a 
capped member should only receive an immediate pension (with full actuarial reductions 
applied) or a deferred pension, plus a cash alternative payable by the employer. 

 
3.14 The letter states that ‘…the recommended course of action for an administering authority to act 

consistently with its legal duties is that the provisions of Regulation 30(7) are subject to the cap 
and so the provisions of Regulation 8 of the 2020 Regulations and Regulation 30(5) of the 
LGPS 2013 Regulations should be engaged. The Government’s view is that LGPS members in 
that position should be able to elect to receive an immediate but fully reduced pension or, if they 
do not so elect, a deferred pension plus a lump sum equal to the capped strain cost’. 

 
3.15 Based on the position set out above and to eliminate any ambiguity, there is an immediate and 

pressing need for the Council, as administering authority, to clearly set out its position regarding 
this matter. The Director of Finance has confirmed that, consistent with advice of MHCLG, there 
will be an immediate adoption of the cap. It is also noted that, depending on the circumstances, 
there is a risk of legal challenge from affected individuals – should these arise then they will be 
addressed on a case by case basis. 

 
3.16 The impact on administration for this change will include: 

  Communicating changes to members and employers 

   Practical issues around ensuring that the member’s share of the pension strain has been 
recovered before benefits are put into payment 

 Additional time for dealing and explaining the options with employers and members 

 If a software system solution is not available, then this will require manual calculations. 

 
Employer contribution and exit payment flexibility 

3.17 New regulations came into force on 23 September 2020 providing LGPS (Local Government 
Pension Scheme) employers with flexibility on meeting exit payments and LGPS funds with the 
flexibility to review employer contributions between valuations. These regulations are 
specifically aimed at ‘other’ employers in the fund where their situation has changed 
significantly, and they elect to cease participating in the fund. These changes will involve 
additional administrative work including drafting, reviewing and approving termination 
agreements of deferred debt arrangements.  
 

 GMP indexation and equalisation 

3.18 On 7 October 2020, the government published its Public Service Pensions Guaranteed 
Minimum Pension Indexation consultation. The consultation seeks views on a proposal to 
extend beyond 5 April 2021 the current interim solution for dealing with GMP indexation in 
public service pension schemes, including the LGPS. The consultation considers whether the 
government should discount conversion as a long-term policy solution and make the interim 
solution, of full indexation, permanent. 

 Goodwin case 

3.19  This is following a successful case against the Teachers’ Pension Scheme, where historical 
widowers’ pensions in the public sector pension schemes were discriminated against male 
members. Such that, male survivors of female members receive lower pension than same sex 
survivor. The equalising of widower benefits in public service schemes Treasury statement was 
issued on 20 July 2020.  MHCLG is to consult on and take forward changes early next year. For 
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the LGPS this will most likely affect surviving widowers where their deceased spouse left prior 
the LGPS to April 1998. 

 
 2020 Cost management exercise  

3.20 All public service schemes have a cost management process governed by the Public 
Service Pensions Act 2013 (PSPA). There are two cost control mechanisms in place 
for the LGPS. One is calculated by the Treasury (HMT) and the other is calculated by the 
Scheme Advisory Board (SAB). The administration team has provided GAD with the valuation 
data as at 31 March 2019 to assist with the cost management process and a response/outcome 
from this process is awaited. 

 
 Improving data quality 

3.21 Fundamentally, the purpose of the fund is to pay the correct pension benefits to its members   
when they become due. It is therefore imperative that the fund achieves and maintains the 
highest possible data quality standards, to comply with its core functions and to ensure the cost-
effective use of resources. Improving data quality will be a key administrative priority and will 
include, for example, screening the member database for overpayments, fraud, inappropriate 
communications/mailings where members have deceased.  

 
 Member self-service 

3.22 A proposal for the implementation of a self-service web portal is currently being considered.   
This will help streamline administration, allowing members to view their details online, including 
the ability to amend personal details, view payslips and obtain a projection if estimated benefits.  

Internal Audit of Pension Administration 

3.23  An internal audit was commissioned and completed in February 2020. The audit looked at the 
arrangements in place for oversight and control of pension administration activity which impact 
on the reliability of records, integrity of information and compliance with relevant regulations.  

 
3.24 The audit resulted in a Reasonable Assurance audit opinion and included one low and two 

medium priority recommendations, as summarised below: 
 

 Pensions Team Management should ensure minutes of the relevant Committee meetings 
are taken and made available on the website promptly after they have been finalised 
(Low Priority).  This was accepted and implemented immediately. 
  

 Pensions Team Management should ensure compliance with the Myners Principles is 
assessed in the Investment Strategy Statement (Medium Priority). This was accepted 
and the Investment Strategy Statement will be updated accordingly. 

 

 Management should ensure reconciliations are prepared in a timely manner, by an 
agreed day of each following month. Management should ensure the fund manager 
asset reconciliations are signed off and dated by the officers preparing and reviewing the 
file (Low Priority). This was accepted and implemented immediately. 

 
Pension Fund Accounts and Annual Report 

3.25  It is a requirement of Pension Fund administering authorities to publish an Annual Report on or 
before the 1st December after the end of each scheme year. The Annual report will detail, inter 
alia, the management and financial performance during the year of the fund, its funding strategy 
statement, statement of investment principles, governance compliance statement and its 
audited accounts. 
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3.26 Bromley’s draft Annual Report was presented to the Sub-Committee at its July meeting and the 
audit of the Council’s Statement of Accounts and Pension Fund started in August. Originally, it 
was planned that the audits would be completed at the end of October, and despite good 
progress being made, we are now working to a revised sign-off date of March 2021. The delay 
is mainly due to the need to make some significant remedial adjustments (for 2019/20 and the 
prior year) to asset depreciation in the main Council accounts; whilst this does not affect the 
Pension Fund accounts directly, EY has indicated to its Local Authority clients that it will not 
sign-off Pension Fund accounts before the main Council accounts audit has been completed. 

 
Resourcing Need 

3.27 The narrative in this report describes a number of changes to regulation in the LGPS that will 
impact on the Council’s Pension Fund administration. Additionally, reference has also been 
made to improvements in administration (improving member experience and data governance) 
which will also impact on resourcing needs. Furthermore, there are specific proposals 
concerning how Section 151 officers support Pension Funds due for consideration by the LGPS 
Scheme Advisory Board and these will also drive a resourcing need in fund administration. 

 
3.28 Our initial assessment is that any increase in the resourcing capacity will predominantly be 

needed on the outsourced (Liberata) side of the administrative function. To this end, Liberata 
was asked to prepare a contract variation in response to the changes outlined in this report and 
this is currently under review. The additional costs will ultimately be passed on to the Pension 
Fund as an administrative expense. 

 
3.29 In addition to the above, we have also considered the capacity within the in-house team and 

have concluded that this could benefit from some additional resources to address the client-side 
requirements of the additional administrative work already outlined in this report, but also to 
provide additional resilience and flexibility in the administration team, which currently consists of 
just one full-time officer. The role would also provide broader support to the Control Team, 
which provides the pensions accounting function, including investment administration and 
annual closing of the Pension Fund. At this stage, it is anticipated that the overall need can be 
met by the recruitment of one full-time officer and that, subject to approval, recruitment for this 
post would commence in the first half of 2021. A recharge of the ongoing cost of this post would 
be applied to the Pension Fund as an administrative expense. 

 
4. POLICY IMPLICATIONS 

4.1 The Council's Pension Fund is a defined benefit scheme operated under the provisions of the 
Local Government Pension Scheme (LGPS) Regulations 2013 (as amended), for the purpose of 
providing pension benefits for its employees. The investment regulations (The LGPS 
(Management and Investment of Funds) Regulations 2016) allow local authorities to use all the 
established categories of investments, e.g. equities, bonds, property etc. and to appoint external 
investment managers who are required to use a wide variety of investments and to comply with 
certain specific limits.  

5. FINANCIAL IMPLICATIONS 

5.1 The amount and cost of any additional resourcing for pensions administration is still under 
consideration by officers. Costs will be recharged to the Pension Fund as appropriate. To 
provide some context the Pension Fund is currently valued in excess of £1bn, with direct in-
house support of 1.3 FTE, and the Liberata contract which is valued at £439,800.   

5.2 This report proposes additional resources to address the considerable changes that have been 
outlined. These costs, subject to final confirmation, will comprise an additional in-house post (at 
the proposed M6 grade: £39,239 to £58,857) and a variation to the Liberata contract, the value 
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of which is currently being discussed, to allow additional resources to be recruited. These costs 
will need to be met by the Pension Fund and where appropriate recovered from employers. 

6. PERSONNEL IMPLICATIONS 

6.1 The report states that additional resources will mainly be required on the outsourced (Liberata) 
side of the pension administration function.  On the Council side, it is proposed that an 
additional post is recruited to the Control Team and that this post will support the client-side 
pension administration function. 

7. LEGAL IMPLICATIONS 

7.1 The statutory provisions relating to the administration of the Local Government Pension 
Scheme are contained in the Local Government Pension Scheme (LGPS) Regulations 2013 (as 
amended). The investment regulations (The LGPS (Management and Investment of Funds) 
Regulations 2016) set out the parameters for the investment of Pension Fund monies. 

 

Non-Applicable Sections: Impact on Vulnerable Adults and Children; 

Procurement Implications 

Background Documents: 

(Access via Contact 
Officer) 

LGPS Regulations 2013 (as amended); 

LGPS (Management and Investment of Funds) 
regulations 2016; 
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