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Agenda 
 

Meeting: Pension Fund Committee  
 
Venue:  Grand Meeting Room, 

County Hall, Northallerton 
 
Date:  Thursday, 10 July 2014 at 10am  
 
Recording is allowed at County Council, committee and sub-committee meetings which are open to 
the public, subject to:- (i) the recording being conducted under the direction of the Chairman of the 
meeting; and (ii) compliance with the Council’s protocol on audio/visual recording and photography 
at meetings, a copy of which is available to download below.  Anyone wishing to record must 
contact, prior to the start of the meeting, the Officer whose details are at the foot of the first page of 
the Agenda.  Any recording must be clearly visible to anyone at the meeting and be non-disruptive. 
http://democracy.northyorks.gov.uk/  

 
Business 

 
1. Exclusion of the public from the meeting during consideration of appendix 1 to item 7 on the 

agenda on the grounds that it involves the likely disclosure of exempt information as defined 
in paragraph 3 of Part 1 of Schedule 12A to the Local Government Act 1972 as amended 
by the Local Government (Access to Information)(Variation) Order 2006. 

 
2. Minutes of the Meeting held on 22 May 2014. 

   (Pages 1 to 5) 
 
3. Public Questions or Statements. 
 

 
Members of the public may ask questions or make statements at this meeting if they 
have given notice to Steve Loach of Democratic Services (contact details below) by 
midday 7 July 2014.  Each speaker should limit themselves to 3 minutes on any item.  
Members of the public who have given notice will be invited to speak:- 
 
• at this point in the meeting if their questions/statements relate to matters which    
are not otherwise on the Agenda (subject to an overall time limit of 30 minutes); 
 
• when the relevant Agenda item is being considered if they wish to speak on a 
 matter which is on the Agenda for this meeting. 
 

http://www.northyorks.gov.uk/
http://democracy.northyorks.gov.uk/


  
4. Consultation on Structural Reform of the LGPS - Report of the Treasurer 

(Pages 6 to 8) 
 
5. Consultation on Draft LGPS Regulations on Scheme Governance - Report of the Treasurer 

 
(Pages 9 to 16) 

 
6. Governance Arrangements – Report of the Treasurer 

(Pages 17 to 109) 
 

7.  Statement of Final Accounts 2013/14 - Report of the Treasurer 
(Pages 110 to 132) 

 
8. Fund Manager Matters – Report of the Treasurer 

(Pages 133 to 134) 
 Appendix 1 to the report contains exempt information and is not for publication. 

 
 
9. Other business which the Chairman agrees should be considered as a matter of urgency 

because of special circumstances 
 
NOTE: 
 
Members are reminded that on Thursday 10 July 2014 immediately after the PFC meeting 
there will be a presentation from Standard Life 
 
 
 
 
 
 
 
Barry Khan 
Assistant Chief Executive (Legal and Democratic Services) 
 
County Hall 
Northallerton 
July 2014  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



NOTES: 
 
(a) Members are reminded of the need to consider whether they have any interests to declare on 

any of the items on this agenda and, if so, of the need to explain the reason(s) why they have 
any interest when making a declaration. 

 
The relevant Committee Administrator or Monitoring Officer will be pleased to advise on interest 
issues. Ideally their views should be sought as soon as possible and preferably prior to the day 
of the meeting, so that time is available to explore adequately any issues that might arise. 

 
(b) Emergency Procedures For Meetings 
 
 Fire 

The fire evacuation alarm is a continuous Klaxon.  On hearing this you should leave the 
building by the nearest safe fire exit.  From the Grand Meeting Room this is the main entrance 
stairway.  If the main stairway is unsafe use either of the staircases at the end of the corridor.  
Once outside the building please proceed to the fire assembly point outside the main entrance 
 
Persons should not re-enter the building until authorised to do so by the Fire and Rescue 
Service or the Emergency Co-ordinator. 
 
An intermittent alarm indicates an emergency in nearby building.  It is not necessary to 
evacuate the building but you should be ready for instructions from the Fire Warden. 
 
Accident or Illness 
First Aid treatment can be obtained by telephoning Extension 7575. 



PENSION FUND COMMITTEE 
 
1. Membership 

County Councillors (9) 
 Councillors Names  Political Party 
1 BLACKIE, John  NY Independent 
2 BATEMEN. Bernard MBE   Conservative 
3 CROSS, Sam  UKIP 
4 De COURCEY-BAYLEY, Margaret Ann  Liberal Democrat 
5 HARRISON-TOPHAM, Roger  Conservative 
6 MULLIGAN, Patrick  Conservative 
7 SWIERS, Helen  Conservative 
8 WEIGHELL, John  Conservative 

Members other than County Councillors (  2  ) Voting 
1 WILLIAMS, Dafydd City of York 
2 CLARK, Jim Local Government North Yorkshire and York 
Total Membership – (10) Quorum – (3) County Councillors 

Con Lib Dem NY Ind Labour Liberal UKIP Ind Other 
Voting 

Members 
5 1 1 0 0 1 0 2 

 
2. Substitute Members 
Conservative Liberal Democrat 
 Councillors Names  Councillors Names 
1 PATMORE, Caroline 1 BURR, Lindsay 
2 LES, Carl 2  
3 MacKENZIE, DON 3  
4  4  
5  5  
NY Independent Labour 
 Councillors Names  Councillors Names 
1 PARSONS, Stuart 1  
2  2  
3  3  
4  4  
5  5  
Liberal UKIP 
 Councillors Names  Councillors Names 
1  1  
2  2  
3  3  
Independent  
1    
1. Substitute Members 
1 Vacancy City of York 
2 PARLOUR, Jane Local Government North Yorkshire and York 
3 Vacancy Local Government North Yorkshire and York 
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North Yorkshire County Council 
 

Pension Fund Committee 
 

Minutes of the meeting held on 22 May 2014, commencing at 10 am at County Hall, 
Northallerton. 
 
Present:- 
 
County Councillors John Weighell (Chairman), Bernard Bateman MBE, Sam Cross, Roger 
Harrison-Topham, Patrick Mulligan and Helen Swiers. 
 
Apologies were received from County Councillor Margaret-Ann de Courcey-Bayley; together 
with Councillor Jim Clark (Local Government North Yorkshire and York) and Councillor 
Dafydd Williams (City of York Council). 
 
 

Copies of all documents considered are in the Minute Book  
 
 
County Councillor Sam Cross, Patrick Mulligan and John Weighell declared non-
pecuniary interests in respect of them being members of the Pension Scheme. 
 
39 Minutes 
 
 Resolved -  
 
 That the Minutes of the meeting held on 20 February 2014, having been printed and 

circulated, be taken as read and be confirmed and signed by the Chairman as a 
correct record. 

 
40. Public Questions or Statements 
 
 There were no questions or statements from members of the public. 
 
41. Member and Employer Issues 
 
 Considered -  
 
 The report of the Treasurer on the following:- 
 
 (a) Admission agreements. 
 
 (b) LGPS 2014. 
 
 (c) Communications Strategy 2014/15. 
 
 (d) Councillors’ Pensions. 
 
 (e) Membership analysis. 
 
 (f) Administration performance. 
 
 (g) Actuarial Services contract. 
 
 (h) Collaboration activity. 

ITEM 2
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NYCC Pension Fund - Minutes of 22 May 2014/2 

 
 (i) Member training. 
 
 (j) Meetings timetable. 
 
 The following issues were highlighted:- 
 
 Communications Strategy 
 

Technological solutions were being utilised to improve communications. The main 
thrust of the Communications Strategy was being directed at those due to retire, with 
emphasis on the transitional aspect of the scheme. A number of employers were 
organising communications events for their employees to outline the transitional 
issues. 
 
The following issues were raised by Members and observers in relation to this 
matter: 
 
The Advisory Panel requested that some slight amendments be made to the 
Communications Strategy and those were taken on board and agreed.  
 
A Member requested that facilities were kept in place for those why they did not want 
to obtain their information in relation to the Pension Scheme on-line or could not 
obtain the information on-line. 
 
Details of the new regulations coming into place next year required inclusion in the 
Communications Strategy. 
 
In response to the issues raises raised it was stated that information would be made 
available through alternative means to the on-line versions to ensure that there was 
access for all and it was noted that benefits statements could still be obtained in 
paper versions.  It was also noted that issues relating to the transition between the 
Pension Schemes would be picked up by pension roadshows and those being 
organised by the employers.  The amendments to the Communications Strategy 
highlighted by the Advisory Panel would be undertaken. 
 
Membership Analysis 
 
Further to issues having been raised at previous meetings regarding the number of 
active members of the Pension Fund continuing to increase an analysis of the 
numbers relating to that increase had been undertaken.  The significant increase in 
active membership in terms of post numbers was highlighted in the report, however 
the increase in fte terms was negligible.  It was noted that although the total number 
of ftes within North Yorkshire County Council had fallen in 2013/14 by approximately 
1% the small increase in pensionable fte numbers was likely to be attributable to 
auto-enrolment. 
 
It was noted that the Advisory Panel had requested that details of the trends over 
time of membership numbers be produced, and the Treasurer agreed to undertake 
that. 
 
A Member asked whether auto-enrolment had a significant impact of the 
administration of the Pension Fund.  In response the Treasurer stated that the major 
of auto-enrolment was on the employer initially and the main impact currently on the 
Pension Fund administration was in implementing the Local Government Pension 
Scheme 2014.  There was no significant impact on administration from auto-
enrolment. 
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NYCC Pension Fund - Minutes of 22 May 2014/3 

Administration Performance 
 
Performance within administration remained very good, however, preparation for the 
LGPS 2014 had affected the ability to meet some of the new performance indicators, 
although it was expected that this would revert in due course. 
 
Actuarial Services Contract 
 
The initial stages of re-procuring Actuarial Services using the framework agreement 
was underway with a new contract expected to be in place later in the year. 
 
Collaboration Activity 
 
Further discussion had taken place with regard to possible collaborations on Pension 
Fund issues with both Lincolnshire Pension Fund and East Riding of Yorkshire 
Council.  It was noted that any potential collaboration opportunities would be 
considered and Members would be kept updated of those possibilities. 
 
Resolved - 
 
That the report be noted. 

 
42. Budget/Statistics 
 
 Considered - 
 
 The report of Treasurer on the expenditure/income position for the year to March 

2014 and the cash deployment of the Fund. 
 
 The report provided full details of the following:- 
 

♦ Draft 2014/15 outturn. 
 

♦ Cash deployment in 2013/14. 
 
Resolved - 
 
 That the report be noted. 

 
43. Performance of the Fund’s Portfolio for the Quarter in year ending 31 March 

2014 
 
 Considered - 
 
 The report of the Treasurer on the investment performance of the overall Fund, and 

of the individual Fund Managers, for the quarter to 31 March 2014 and the 12 month 
ending on that same date. 

 
 The report highlighted the following issues:- 
 

♦ The performance of the Fund. 
 

♦ Fund Manager performance. 
 
♦ Risk indicators. 
 
♦ Solvency. 
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NYCC Pension Fund - Minutes of 22 May 2014/4 

♦ Re-balancing. 
 
♦ Proxy voting. 
 
The Investment Adviser and Investment Consultants provided separate reports and 
Members undertook a detailed discussion with them and the Treasurer, which 
highlighted the following issues:- 
 
♦ Standard Life GARS - the departure of their Management Team and possible 

effect that could have on performance. 
 

♦ The fees being paid to Newtons and the lower rate currently being offered to 
their prospective retail clients and the needs to address that matter with them. 

 
♦ The overall performance of diversified growth funds. 
 
♦ The possibility of having both Newtons and Standard Life GARS managers to 

attend meetings with the Pension Fund Committee Members and provide a 
presentation. 

 
♦ Discussion took place on the re-balancing of the Fund to take account of the 

current 84% solvency position. 
 
♦ Consideration was given to the most appropriate investment strategy, to 

protect the improved solvency position whilst not significantly reducing the 
potential to increase solvency further. 

 
♦ It was emphasised that the current solvency position should not precipitate an 

immediate reconsideration of the Investment Strategy of the Fund, but that it 
continue to be monitored closely for the time being. 

 
♦ Details of potential re-balancing options were provided by the Investment 

Consultant and the Investment Adviser, together with the Treasurer and 
Pension Fund Officers. 

 
Resolved - 
 
That a re-balancing of the investment position of the Fund be undertaken, with an 
additional 1% allocated to Newton and 3% to M&G, to increase the protection to the 
current solvency position, and that the issue relating to the fees charged by Newton 
be delegated to officers to discuss with the manager. 

 
44. Fund Manager Matters 
 
 Considered - 
 
 The report of the Treasurer updating Members on the position regarding allocation to 

equities.  
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NYCC Pension Fund - Minutes of 22 May 2014/5 

 Resolved - 
 

(i) That following further presentations from Veritas, Unigestion and Tobam, a 
report be considered at the meeting of the Pension Fund Committee taking 
place on 10 July 2014 to determine whether further action should be taken on 
the equity allocation of the Fund; and 

 
(ii) That the offer of a presentation from the East Riding Pension Fund as 

described within the report be accepted. 
 
45. Consultation on Structural Reform to the Local Government Pension Scheme 
 
 Considered - 
 
 The report of the Treasurer informing Members of the latest consultation on structural 

reform of the LGPS. 
 
 The report set out the full details of the initial consultation undertaken by the 

Government in relation to opportunities for collaboration, cost saving and efficiencies 
and the evidence base for the proposals within the consultation described in the 
report by Hymans Robertson. 

 
 The proposals being consulted upon were in relation to common investment vehicles 

and passive management of listed assets.  The Treasurer stated that a response to 
the consultation would be developed and circulated to Members of the Pension Fund 
Committee and the Advisory Panel for them to comment upon, with a final draft being 
presented to Members at the PFC meeting on 10 July 2014.  It was noted that the 
response would have to be agreed at that meeting as the closing date for the 
consultation was 11 July 2014. 

 
 Members commented on the report and the following issues were highlighted:- 
 

♦ The negative effect that the proposals would have on the investment 
performance of NYPF should the sustained out-performance experienced 
over the period since the financial crisis continued. 
 

♦ The knock on effect this would have in terms of employer contribution rates. 
 
♦ Members suggested that a “one size fits all” mentality was being adopted in 

relation to these matters to try and address localised problems with certain 
other LGPS Funds. 

 
♦ Representatives of the Advisory Panel outlined that they were grateful to have 

the opportunities to comment on the submission in relation to the 
consultation. 

 
♦ Members suggested that the proposals were being driven for the need to 

identify funding for the Governments infrastructure programme. 
 
Resolved - 
 
 That a draft response to the consultation be circulated to Members of the Pension 
Fund Committee and the Advisory Panel prior to the meeting taking place on 10 July 
2014 so that a final response can be approved at that meeting and submitted by the 
consultation deadline. 
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NORTH YORKSHIRE COUNTY COUNCIL 

 

PENSION FUND COMMITTEE 

 

10 JULY 2014 

 

CONSULTATION ON STRUCTURAL REFORM OF THE LGPS 

 

Report of the Treasurer 
 
 
1.0 PURPOSE OF REPORT 
 
1.1 To seek Members approval of the NYPF response to the consultation on structural 

reform of the LGPS. 
 

 
2.0 THE CONSULTATION 
 
2.1 At the meeting of the PFC on 22 May 2014 Members considered the consultation, 

details of which are available at https://www.gov.uk/government/consultations/local-
government-pension-scheme-opportunities-for-collaboration-cost-savings-and-
efficiencies. 

 
2.2 Based on the views expressed by Members during the meeting, on comments 

received subsequently, as well as on information available from other sources such 
as the Fund’s Investment Consultant and Actuary, a response has been drafted 
and is attached as Appendix A.  This was shared with Members of the Committee 
via email on 23 June 2014 mindful of the limited time to review the draft ahead of 
the deadline of 11 July. 

 
2.3 Views are sought from Members on the draft response.  At the time of writing there 

have been no comments following the sharing of the draft response via email on 23 
June. 

 
2.4 Subject to any amendments agreed by Members at the meeting, this response will 

be sent to DCLG by the deadline of 11 July 2014. 
 
 
3.0 RECOMMENDATION 
 
3.1 Subject to any amendments agreed by Members (paragraph 2.4) the NYPF response 

to the consultation on structural reform of the LGPS (Appendix A) be approved. 
 
 
GARY FIELDING 
Treasurer 
Central Services 
County Hall 
Northallerton 
 
27 June 2014 

ITEM 4
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APPENDIX A 
 

 

The North Yorkshire Pension Fund (NYPF) response to the LGPS Consultation: Opportunities for 

collaboration, cost savings and efficiencies. 

 

 

Q1: Do you agree that common investment vehicles would allow funds to achieve economies 

of scale and deliver savings for listed and alternative investments? Please explain and 

evidence your view. 

 

For the Common Investment Vehicle for listed assets (CIV1) significant fee reductions at no cost 

to performance should be achievable for those Funds currently holding passively managed listed 

assets.  The argument for economies of scale seems attractive and should be investigated 

further to ensure that it is possible.  The NYPF however does not have any passively managed 

listed assets and any savings in terms of fee reductions may come at a cost in terms of reduced 

performance which more than eradicates any saved fee.  The PFC regularly reviews the 

investment strategy of the Fund including giving due consideration to passive management and 

CIV1 would present an excellent opportunity should that approach be required. 

 

For the Common Investment Vehicle for alternatives (CIV2) there some evidence that 

economies of scale could be achieved, especially if fund of fund fees could be avoided or 

reduced.  However the fund of fund functions would still need to be undertaken by the CIV2 

manager, including achieving sufficient diversification in each asset class and ensuring the best-

in-class underlying funds are selected.  In terms of unlisted alternatives, NYPF does not hold any 

such assets but should a decision be made to invest in this area CIV2 would be evaluated as a 

potential route to investment and would be an obvious choice should it be competitively priced 

and be able to demonstrate satisfactory performance levels. 

 

Q2: Do you agree with the proposal to keep decisions about asset allocation with the local 

fund authorities? 

 

Yes.   NYPF believes that all investment decisions should rest with the Council, being responsible 

for managing the Fund including being accountable for the impact of the cost of the scheme on 

local taxpayers. 

 

Q3: How many common investment vehicles should be established and which asset classes do 

you think should be separately represented in each of the listed asset and alternative asset 

common investment vehicles? 

 

In order to achieve the maximum economies of scale benefit there should be as few as possible.  

There may need to be more than 1 CIV1 and 1 CIV2 bearing in mind the extremely broad range 
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of investments that would need to be covered.  NYPF is neutral on whether a single CIV1 should 

cover all listed assets, such as equities, bonds and property but the most cost effective route 

should be pursued, making available all investment opportunities that currently exist to avoid 

CIV1 constraining these opportunities.  A single CIV2 would appear to present more of a 

challenge due to the extremely broad range of alternatives currently invested in by LGPS funds, 

which CIV2 should seek to make available. 

 

Q4: What type of common investment vehicle do you believe would offer the most beneficial 

structure? What governance arrangements should be established? 

 

A lot of research has gone into the creation of the London CIV.  This should provide helpful 

evidence. 

 

Q5: In light of the evidence on the relative costs and benefits of active and passive 

management, including Hymans Robertson’s evidence on aggregate performance, which of 

the options set out above offers best value for taxpayers, Scheme members and employers? 

 

NYPF believes that option 3, using passive management on a “comply or explain” basis will 

provide the best value for taxpayers, Scheme members and employers. 

 

NYPF employs active investment managers for 100% of its assets, and has done so over the last 

five years.  Over this period, on an annualised basis the Fund has performed at +17.8% per 

annum net of fees, against a strategic benchmark of +15.3%.  This has added £250m cash that 

tax payers, Scheme members and employers would otherwise need to find. 

 

As reported by WM Services, NYPF was the top performing LGPS fund over the five year period 

to March 2014.  Part of this outperformance has been due to active management, and part due 

to the Funds strong governance arrangements over its investment strategy including the level of 

scrutiny of the current active managers as well as of potential new investment opportunities by 

a knowledgeable and experienced PFC. 

 

NYPF believes that the approach should be to try to capture above average performance, rather 

than to seek to achieve average performance.  Borrowing a comment from the paper by Mercer 

“LGPS Consultation: Opportunities for Collaboration, Cost Saving and Efficiencies - Mercer 

Commentary” we would not expect the policy of pursuing average performance to be applied by 

other areas of Government, such as in relation to schools. 

 

NYPF recognises that not all LGPS funds will have appropriate arrangements in place for there to 

be confidence in active management delivering results.  For those funds, passive management 

may present the best opportunity.  However, for those funds such as NYPF with a proven record 

they should be allowed to make and justify decisions on using active management.  “Comply or 

explain” therefore provides the best way forward.  A CIV which is available to the NYPF, should 

it elect to invest in such asset classes, would however be welcome. 
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NORTH YORKSHIRE COUNTY COUNCIL 

 

PENSION FUND COMMITTEE 

 

10 JULY 2014 

 

CONSULTATION ON DRAFT LGPS REGULATIONS ON SCHEME GOVERNANCE 

 

Report of the Treasurer 
 
 
 
1.0 PURPOSE OF REPORT 
 
1.1 To inform Members of the latest consultation on LGPS Regulations on scheme 

governance. 
 

 
 
2.0 THE CONSULTATION 
 
2.1 The anticipated changes to scheme governance were introduced through the Public 

Service Pensions Act 2013 (PSPA), laid on 25 April 2013.  A discussion paper 
issued by DCLG followed in June 2013, inviting responses from administering 
authorities and other interested parties. 

 
2.2 At the PFC meeting on 28 June 2013 Members received a presentation from Karen 

McWilliam, Head of Public Sector Benefits Consulting at Aon Hewitt to consider 
how these new arrangements could be addressed by NYPF.  An NYPF response 
was submitted by the deadline of 30 August 2013. 

 
2.3 On 23 June 2014 the Government published the long awaited consultation “The 

Local Government Pension Scheme (Amendment) Regulations 2014: draft 
Regulations on scheme governance”.  These Regulations are essentially a 
crystallisation of the governance arrangements framework set out in the PSPA and 
the options for local implementation set out in the discussion paper. 

 
2.4 An introduction to the consultation and the consultation document itself are 

available at https://www.gov.uk/government/consultations/the-local-government-
pension-scheme-amendment-regulations-2014-draft-regulations-on-scheme-
governance. 

 
2.5 The key points for the local pension board being consulted on are highlighted in the 

attached Governance Spotlight paper by Aon Hewitt (Appendix 1) which also 
provides an interpretation of the Regulations and highlights the issues NYPF will 
need to deal with, assuming the Regulations are laid as they are currently written.  
The Report of the Independent Professional Observer (Item 5, Governance 

Arrangements, Appendix 2) also comments on the key points; please refer to the 
sections headed Governance Framework, Governance Structure and Governance 
Guidance. 

 

ITEM 5

9

https://www.gov.uk/government/consultations/the-local-government-pension-scheme-amendment-regulations-2014-draft-regulations-on-scheme-governance
https://www.gov.uk/government/consultations/the-local-government-pension-scheme-amendment-regulations-2014-draft-regulations-on-scheme-governance
https://www.gov.uk/government/consultations/the-local-government-pension-scheme-amendment-regulations-2014-draft-regulations-on-scheme-governance


 2 

2.6 Members will need to decide if they want to formally respond to the consultation.  
However, any response would be likely to closely reflect the NYPF response to the 
discussion paper – see Appendix 2 which was emailed.  It is also worth noting that 
the Regulations have been written after a lengthy period of engagement with 
organisations such as the LGA so it is very unlikely that material changes will be 
made. 

 
 
3.0 ACTION REQUIRED 
 
3.1 For NYCC as the administering authority, establishing a Pension Board as a 

separate body is the only realistic option of the two being consulted on.  A 
combined PFC/Pension Board entity presents a number of problems, not least the 
membership changes that would be required for the PFC. 

 
3.2 Full Council approval will be needed to establish the Pension Board, either if it were 

as a committee, or as a body with a bespoke set of procedures. 
 
3.3 Members will also need to consider whether the Advisory Panel should continue or 

if it should be replaced by the Pension Board.  The remit of the Advisory Panel 
covers all areas of NYPF activity including investments, but the Pension Board will 
not. 

 
3.4 Based on views expressed by Members, a proposal for the Pension Board will be 

brought for recommendation to the September meeting on the PFC with a view to 
seeking subsequent approval by the Council. 

 

 

 
4.0 RECOMMENDATIONS 
 
4.1 Members are asked to comment on the consultation generally, and decide whether or 

not a formal response should be submitted by NYPF. 
 
4.1 Members are asked to comment on the arrangements which should apply to NYPF, to 

assist in the preparation of the formal proposal which will be brought for 
recommendation to the September meeting of the PFC. 

 
 
 
 
 
GARY FIELDING 
Treasurer 
Central Services 
County Hall 
Northallerton 
27 June 2014 
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Governance Spotlight – June 2014 

 

Consultation on Draft LGPS Governance 
Regulations 
 

 

 

 

The Department for Communities and Local Government ("DCLG") has just issued the long awaited 
consultation on the draft Governance Regulations for the Local Government Pension Scheme 
("LGPS") in England and Wales, to which interested parties are required to respond by 15 August 
2014.  In this Spotlight, Karen McWilliam and Daniel Kanaris consider the contents of the draft 
Regulations and covering consultation letter, and highlight some areas that LGPS Administering 
Authorities may wish to consider in formulating their responses.  

 

A short but important message…… 

If you are short of time, we hope this short message will help highlight that these governance changes are 
not to be ignored.  To summarise: 

 All administering authorities MUST put in place a Pension Board by 1 April 2015 

 It is relatively unlikely you will be able to just make small adjustments to your current Pension 
Committee or equivalent to meet these new requirements as it must have equal numbers of member 
and employer representatives 

 The new Board will need formally established (we suspect more than likely by full Council or the 
equivalent for non-local authorities) and will require some sort of nomination or election process to 
appoint scheme member and employer representatives.   

We highly recommend all administering authorities start considering their options including 
engaging with their legal and democratic service teams. 

We should perhaps stress this Spotlight considers these provisions at a VERY high level.  The devil is 
often in the detail, although in this regard, much of the detail will be left to each Administering Authority to 
develop!  There are so many practical issues to consider which we just don't have time to cover in this 
Spotlight.  However there are plenty of opportunities over the next few weeks to find out more: 

 Aon Hewitt Governance Webcast – this Wednesday (25th June) from 3pm until 4pm.  This is a chance 
to hear from Bob Holloway at DCLG regarding the intentions behind the draft regulations.  More 
information and registration at:http://app.respond.aonhewitt.com/e/es.aspx?s=2598&e=125222&&id=2& 

 CIPFA Networks – 2nd, 4th and 15th July (Manchester, London and Cardiff respectively) – more 
information from neil.sellstrom@cipfa.org 

 NAPF Local Authority Forum – 8th July, London.  More information available at: 
http://napf.co.uk/Conferences_and_Seminars/Local_Authority_Forums/Programme.aspx 
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Background 
Driven by the Independent Public Service 
Pensions Commission's 2011 report which made a 
number of recommendations on scheme 
governance, the Public Service Pensions Act 2013 
(PSPA 2013) was passed on 25 April 2013.  As 
well as introducing a number of benefit changes to 
public sector schemes (e.g. the new CARE 
Scheme for the LGPS in England and Wales from 
1 April 2014), PSPA 2013 requires each scheme 
to have a Pension Board in place to "assist the 
Scheme Manager in …compliance" of, as a 
minimum, scheme regulations and the Pension 
Regulator's requirements.  For the LGPS and the 
uniformed police and fire pension schemes, these 
Pension Boards need to be established at a local 
level by the Scheme Manager; in the LGPS world, 
this is the Administering Authority.   

Further, the Act requires each public service 
pension scheme to introduce a national Scheme 
Advisory Board to provide advice to the 
Responsible Authority (i.e. whoever makes their 
scheme regulations) and, for locally administered 
schemes, to local Scheme Managers and local 
Pension Boards.   

DCLG have now issued draft amendment 
Regulations outlining how they intend to introduce 
the local Pension Boards and national Scheme 
Advisory Board within the LGPS.  The provisions 
primarily cover topics such as the membership of 
the boards and conflicts of interest.  The covering 
letter also highlights a number of policy areas that 
are still open to consideration. 

Our general impression is that the draft 
Regulations are quite ‘light touch’, with the 
intention of allowing authorities considerable 
flexibility in how to establish their local Pension 
Boards. However, this actually raises a 
considerable number of questions / areas where 
further thought is required, and we discuss this 
below.  We understand it is intended that there will 
be some guidance either from DCLG or the 
Scheme Advisory Board. 

Firstly, we consider some of the implications of the 
draft Regulations on local Pension Boards: 

 

 

 
 
Local Pension Boards 
What the draft Regulations say: Each 
Administering Authority has to establish their local 
Pension Board by 1 April 2015, and the expenses 
of the Board are to be regarded as part of the 
administration cost of the Fund.  

Our thoughts: The deadline is being driven by the 
PSPA 2013 and so there is no flexibility in this.  
Accordingly, the shorter consultation period is 
welcome.  This going to be an extremely 
challenging deadline to meet, assuming the 
Council (or the organisation's main Board for non-
local authorities) will need to approve the new 
Pension Boards.  Though the draft Regulations do 
permit the Administering Authority to delegate their 
functions under these provisions, it might not be 
considered appropriate to delegate the 
establishment of the Pension Board, particularly to 
an existing Pension Committee.  

What the draft Regulations say: The Board is 
responsible for assisting the Administering 
Authority with securing compliance with: 

i) the Regulations, 

ii) any other legislation relating to the 
governance and administration of the 
Scheme, and 

iii) requirements imposed by the Pensions 
Regulator in relation to the Scheme 

as well as ensuring the effective and efficient 
governance and administration of the Scheme. 

Our thoughts: The drafting of points i) and ii) 
above merit some consideration; in PSPA 13 
points i) and ii) are combined.  So the key question 
is whether the words “relating to the governance 
and administration of the scheme” are intended to 
refer to point ii) only or to points i) and ii) jointly? 
From speaking to our legal colleagues, these two 
interpretations could be result in quite different 
functions for the new Board.   

Further, the inclusion of the reference to ensuring 
the effective and efficient governance and 
administration of the Scheme also effectively 
repeats the requirements of PSPA 13.  It will be 
interesting to see whether DCLG or Scheme 
Advisory Board guidance will attempt to define 
what this actually means. 
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What the draft Regulations say: The local 
Pension Board can be the same as an existing 
committee, if approval is obtained from the 
Secretary of State, 

Our thoughts: We understand that this has been 
included to provide flexibility if needed.  In practice 
there will be a very high hurdle to overcome to 
satisfy the Secretary of State that an existing 
committee and the new Board can be combined 
into a single entity capable of carrying out all 
functions without any conflicts of interest arising 
(and see comments on conflicts below) and being 
mindful of the potentially conflicting elements of 
local authority legislation and PSPA 13 combined 
with the LGPS governance regulations. In reality, 
we therefore do not expect (m)any local authority 
Administering Authorities to consider a joined up 
committee / local Pension Board as appropriate, 
and we expect two separate entities to be the 
default, obvious and accepted approach i.e.: 

 the Pension Committee continuing to have 
responsibility for decision making and overall 
management of the Fund, and 

 the new local Pension Board with an oversight 
role to assist in securing compliance of 
regulations, the Pension Regulator's guidance 
and ensuring effective and efficient governance 
and administration of the Fund.   

 

 

What the draft Regulations say:  Part 6 of the 
Local Government Act 1972 applies to the Board 
as if it were a committee established under section 
101 of that Act. 

OR 

The Administering Authority is responsible for 
determining the procedures that apply to the 
Pension Board (e.g. voting, establishment, 
payment of expenses etc).   

Our thoughts: Two options are provided for draft 
clause 106(5) and this is perhaps the area where 
most thought will be required by Administering 
Authorities.  The first option effectively would apply 
some elements of local authority legislation to the 
local Pension Board as if it were a statutory local 
authority committee, whereas the second option 
would permit each Administering Authority to have 
pretty much complete flexibility.  On the face of it, 
the first option could be quite restrictive and some 
of the elements of local authority legislation might 

not fit for a local Pension Board made up of non-
elected members (explained below).  However, the 
flexibility of the second approach would benefit 
from national guidance, particularly in relation to 
the elements that each Administering Authority 
should include as a minimum within any such 
terms of reference.   

 

 
What the draft Regulations say: The local 
Pension Board is to “include an equal number, 
which is no less than 4 in total, of employer 
representatives and member representatives”.  
Each Administering Authority shall establish the 
membership and manner of appointment, but it 
shall not include a member of a local authority (i.e. 
councillor) as any of those representatives.  
Further the total of employer and member 
representatives must exceed the number of other 
members of the local Pensions Board. 

Our thoughts: Our interpretation of this clause is 
that the total number of member and employer 
representatives must be at least 4 (though the 
phrasing could result in some interpreting this as 
8).  We welcome the fact this isn't a larger number.  
Further, these representatives cannot be elected 
members of local authorities….but the Board can 
still have some elected members on it. 

For example, it would appear a Pension Board 
could have, say: 

 Two scheme member representatives (perhaps 
an elected active member representative and a 
union member), and 

 Two employer representatives (perhaps a 
Board member from a local charity and the 
Head of Human Resources from the 
Administering Authority), and 

 Up to three local authority elected members (in 
this example, as it can not exceed the total of 
the two categories above). 

Most Administering Authorities have already 
experienced the testing (but important) task of 
appointing employer and/or scheme member 
representatives to Pension Committees or Panels.  
This can be a struggle for a number of reasons: 

 some administering authorities seem to 
encounter apathy amongst stakeholders (often 
even with a concerted effort at engagement), 

13



 

4 

 larger funds may have so many employers it is 
difficult to restrict numbers fairly (and then 
have to match them with equivalent member 
representatives under the new Pension Board 
requirements), 

 smaller funds may struggle to get any interest.   

We were surprised to see the clause explicitly 
preventing "a member of a local authority" from 
being appointed as a member or employer 
representative.  The explanation at the end of the 
provisions and in the covering letter appears to 
indicate that the intention is that councillors of the 
Administering Authority (rather than any local 
authority) won't count as employer or member 
representatives.  It would be interesting to see how 
a Pension Committee (usually made up of elected 
members in the main) might respond to “advice” 
from a local Pension Board made up from officers.  

Our Webcast this week will provide an opportunity 
for DCLG to help us understand the thinking 
behind these provisions though we suspect it is to 
provide an element of separation between an 
existing Pension Committee and the local Pension 
Board.   

 

What the draft Regulations say: The 
representative must have relevant experience and 
capacity to represent their stakeholders on the 
local Pension Board. 

Our thoughts: On first read, the reference to 
relevant experience might relate to LGPS and/or 
pensions experience but this appears to just refer 
to their experience to be able to represent their 
stakeholders.  This is clarified in the covering letter 
where DCLG confirm this requirement does not 
relate to the knowledge and understanding 
requirements included in PSPA 13. 

 

What the draft Regulations say: The 
Administering Authority must be satisfied that any 
person appointed to or sitting on a local Pension 
Board does not have a conflict of interest. 

Our thoughts: This wording appears to present a 
very high hurdle for Administering Authorities to 
overcome though we appreciate it is just repeating 
the requirements of PSPA 13. This is essentially a 
legal point, but our experience is that the sensible 
approach to conflicts of interest focuses on them 
being appropriately managed (and where they 
can't be, then an individual might be asked to 

remove themselves from being involved in 
considering a particular item). Instead, by requiring 
no conflicts of interest at all, we believe this could 
prevent many possible representatives from being 
able to sit on the Boards due to the likelihood that 
some potential conflicts could eventually 
materialise.  

What the draft Regulations say: The Secretary 
of State may issue guidance, which administering 
authorities must have regard to. 

Our thoughts: Statutory guidance is a useful 
means of providing solutions whilst not removing 
the flexibility of the legislation.  However, we 
appreciate administering authorities will wish to 
see any guidance (even in draft form) at the 
earliest possible opportunity.  We look forward to 
discussing with DCLG what might be included in 
such guidance at our Webcast this week. 

 

Other policy matters 
The covering consultation poses some questions 
on a number of other matters, some of which 
we've already covered.  Others that merit specific 
mention include: 

 Joint Pension Boards – This relates to 
establishing a joint Pension Board, covering 
more than one Administering Authority area.  
The consultation welcomes views on whether 
this should be permitted, for example, where 
the management is effectively shared through 
a joint committee.  We don't believe many (if 
any) Administering Authorities would be able 
to meet this requirement, but those involved in 
shared services (for example) may still 
consider there is a benefit in responding with a 
case for establishing a joint Pension Board. 

 Knowledge and Skills – PSPA 13 requires 
Pension Board members to meet certain 
knowledge and skills requirements.  The 
consultation asks whether these requirements 
should be extended to Pension Committee 
members.  Though the majority of 
Administering Authorities have been 
embracing the CIPFA Code of Conduct on 
Knowledge and Skills, it does appear a bit 
unbalanced for local Pension Boards to have a 
legal knowledge requirement, but for Pension 
Committees (or whoever is carrying out the 
Scheme Manager function) not to have an 
equivalent requirement.   
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 Public Sector Equality Duty – The 
consultation asks respondents to provide 
views on whether this duty should be extended 
to Pension Boards and the Scheme Advisory 
Board.  This is the duty for all public bodies 
and others carrying out public functions to 
ensure that they consider the needs of all 
individuals in their day to day work, ensuring 
their policies and services are appropriate and 
accessible to all and meet different people’s 
needs.   

 Annual General Meetings - Comments are 
invited on whether the Regulations should 
require administering authorities to facilitate a 
forum for both employers and employees on at 
least an annual basis.  Though we appreciate 
the reasoning behind this, it might be a matter 
best dealt with as part of statutory (or other) 
guidance. 

 
What is the consultation silent on? 
There are a number of areas that have not 
specifically been included within the draft 
Regulations, which we assume is an intentional 
decision by DCLG as they believe local flexibility is 
important and we would endorse that, particularly 
in relation to areas such as appointments, terms, 
frequency of meetings, reporting and overlap of 
membership with an existing Pension Committee 
(albeit excluding elected members has the same 
effect).  However, we do hope national guidance 
(whether statutory or from the Scheme Advisory 
Board) will incorporate many of these areas to 
guide administering authorities on what can be 
considered good practice. 

 

Scheme Advisory Board 
What the Regulations Say: The Scheme 
Advisory Board is established with the 
responsibility of providing advice to the Secretary 
of State on the desirability of making changes to 
the Scheme, and for providing advice to 
administering authorities and local Pension Boards 
in relation to the effective and efficient 
administration and management of the Scheme 
and its pension funds. 

The draft regulations suggest that the Secretary of 
State will appoint a chairperson, who then appoints 
between 2 and 12 people to sit on the Scheme 
Advisory Board (subject to the approval of the 

Secretary of State). The chair can also appoint 
other people to be members of sub committees. 
Again, those appointed must have no conflicts of 
interest.  Otherwise the Scheme Advisory Board 
pretty much has full flexibility to determine its 
procedures, which will be a useful tool, for 
example, for ensuring fairness in representation. 

Each Administering Authority will need to meet the 
costs of the Scheme Advisory Board in such 
proportions as are determined by the Board, and 
must pay this at the time determined by the Board. 

Our Thoughts: This formalises a process that is 
already somewhat up and running in the form of 
the Shadow Scheme Advisory Board.  

We see that the Scheme Advisory Board would 
look somewhat strange with only 2 members and a 
chair, and so suspect the focus of this provision is 
to ensure that the size of the Board does not 
become too big (and, with that, potentially 
ineffective). 

The role of the Chair of the Board will be critical; 
this individual will be an important figure in 
ensuring the Board plays a part in shaping the 
future of the LGPS (both with DCLG and 
Administering Authorities), as well as ensuring that 
the Board gains the respect of the key LGPS 
stakeholders at a national level.  A key 
consideration when establishing the Scheme 
Advisory Board, in our view, is ensuring that the 
individuals on the Board have the appropriate 
knowledge and skills, whilst carrying out their role 
in a balanced manner.  Though the provisions 
refer to considering equality amongst employer 
and member representatives, we believe there is 
sufficient flexibility to include other professionals 
such as representatives of Administering 
Authorities (i.e. practitioners); we believe such 
expertise is important to complement the other 
roles on the Scheme Advisory Board. 

We are pleased to see that the cost of running the 
Board has been included in the Regulations and 
particularly for it to be calculated on a 
proportionate basis to allow for the different sizes 
and/or scheme membership of the Funds. 
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Contact Information 
Karen McWilliam 
Head of Public Sector Benefits Consultancy 
Retirement Practice 
0771 101 6707 
karen.mcwilliam@aonhewitt.com 
 
Daniel Kanaris 
Senior Public Sector Benefit Consultant 
Retirement Practice 
0117 900 4447 
daniel.kanaris@aonhewitt,com 
 

 

 

About Aon Hewitt 
Aon Hewitt is the global leader in human resource 
consulting and outsourcing solutions. The 
company partners with organisations to solve their 
most complex benefits, talent and related financial 
challenges, and improve business performance. 
Aon Hewitt designs, implements, communicates 
and administers a wide range of human capital, 
retirement, investment management, health care, 
compensation and talent management strategies. 
With more than 29,000 professionals in 90 
countries, Aon Hewitt makes the world a better 
place to work for clients and their employees. For 
more information on Aon Hewitt, please visit 
aonhewitt.co.uk. 

 
 
 

 
 

Aon Hewitt Limited 
Registered in England & Wales No. 4396810 
Registered office: 8 Devonshire Square  London EC2M 4PL 
 
Copyright © 2014 Aon Hewitt Limited. All rights reserved.  Authorised and regulated by the Financial Conduct Authority. 
Nothing in this document should be treated as an authoritative statement of the law on any particular aspect or in any specific case. It 
should not be taken as financial advice and action should not be taken as a result of this document alone. Consultants will be pleased to 
answer questions on its contents but cannot give individual financial advice. Individuals are recommended to seek independent financial 
advice in respect of their own personal circumstances. 

Summary 

We believe it is desirable for any governance changes to minimise disruption for those LGPS funds that already 
demonstrate good governance (particularly funds which have recently reviewed and updated their governance 
arrangements) 

There may be legal issues to be considered and we would encourage Administering Authorities to engage with 
their Legal and Democratic Services early in the process and to make them aware of these draft Regulations. 

We agree with DCLG’s apparent approach that too much prescription does not recognise the differences 
between LGPS funds.  However, we think that LGPS funds could benefit from national guidance at the earliest 
opportunity.   

Administering Authorities which have not considered how they appropriately resource their governance 
arrangements may want to review this, as it will clearly require more time and expertise in future.    

Finally, we believe it is critical that stakeholders do not lose sight of the fact that the Scheme Manager role, often 
carried out by a Pension Committee, is where key decisions are made and key risks are managed.  Any 
changes should not deflect from this and should ensure that this role is the key priority and meets high 
standards of good governance 
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NORTH YORKSHIRE COUNTY COUNCIL 
 

PENSION FUND COMMITTEE 
 

10 JULY 2014 
 

GOVERNANCE ARRANGEMENTS 
 

Report of the Treasurer 
 
 

 
1.0 PURPOSE OF REPORT 
 
1.1 To seek Committee approval of certain governance documents required to accompany the 

Statement of Final Accounts of the Pension Fund. 
 
1.2 To present to the Committee the findings of the Independent Professional Observer on the 

Fund’s governance arrangements. 
 
 
 
2.0 BACKGROUND 
 
2.1 As Members will be aware from reports to previous meetings, the Final Accounts of the 

Pension Fund have to be audited as if the Pension Fund was an entity separate from the 
County Council. 

 
2.2 Given the regulatory requirements relating to local authority Final Accounts, it is necessary: 
 

(a) for the Audit Committee (not the Executive) of the County Council to approve the Final 
Accounts for submission to the External Auditor, and 

 
(b) for the Final Accounts to be accompanied by an Annual Governance Statement 
 
(c) and therefore, the arrangements in (a) and (b) have to be applied to the NYPF. 
 

2.3 In relation to 2013/14, the Audit Committee met on 26 June 2014 and received: 
 

 (a) a draft Annual Governance Statement (AGS) for the County Council 

 (b) a draft set of Governance papers relating to NYPF (see paragraph 3 below) 
 

2.4 Also in relation to 2013/14, at its meeting on 17 July 2014 the Audit Committee will receive: 
 

(a) a draft Statement of Final Accounts for the County Council 

 
(b) a draft Statement of Final Accounts for the NYPF (see separate item on this agenda) 

 
 
3.0 GOVERNANCE ARRANGEMENTS FOR NYPF 
 
3.1 The Governance arrangements for NYPF fall into two categories:- 

 
(i) those that govern the processes and procedures of NYPF because it is “hosted” by the 

County Council.  Thus the operating arrangements for this Committee, the procedure 

ITEM 6
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rules for appointing fund managers etc are all based on those operated within the 
County Council. 
 
To that extent they will be covered, for year-end purposes, by the Annual Governance 
Statement (AGS) that is prepared for the County Council as a whole.  

 
(ii) those that relate specifically to NYPF.  A full set of these documents is to be found in 

Appendix 1. 
 
3.2 At its meeting on 28 June 2013, the Committee approved a full set of NYPF governance 

documents for the purposes of submission to the Audit Committee in relation to the 2012/13 
Final Accounts.  Since then, some of these documents have been updated, but others 
remain unchanged or have received only minor amendments.  These changes include, 
where appropriate, responding to views expressed at the Audit Committee meeting on 26 
June 2014.   

 
3.3 There have been either no or minor amendments to the following documents in Appendix 

1: 
 

1. Statement of Investment Principles (Part A) 
2. Governance Compliance Statement (Part B) 
3. Communication Policy Statement (Part F) 
4. Pensions Administration Strategy (Part G) 
5. Treasury Management SLA (Part H) 

 
 These documents usually only need significant revisions following certain events such as a 

major change in legislation or changes to the investment strategy, but no significant 
revisions are required at this time.  In addition: 

 
6. the Communication Strategy 2014/15 (Part D) which described the strategy for 

communicating with members and employers for the year was approved by the PFC 
on 22 May 2014 

7. the Funding Strategy Statement (Part E) was approved by the PFC on 20 
February 2014 as part of the Triennial Valuation process. 

 
3.4 The Risk Register (Part C) describes the key risks faced by the Fund.  There are two risks 

ranked as red, four as amber and two as green.  None of these risks have increased in 
category in the last year.  The assessment of the highest ranked risks is primarily driven by 
the financial impact each could have, if each risk actually occurred.   

 
3.5 Pension Fund solvency remains a red risk due to the unpredictable and volatile nature of 

global financial markets on which both investment returns and certain market based actuarial 
assumptions used to value liabilities are based.  The potential consequence of the risk 
occurring is a significant increase in contribution rates for the Fund’s employers and/or an 
extension to the deficit recovery period.  Recently however, Fund solvency increased; from 
67% at the March 2010 valuation to 73% at the March 2013 valuation, and was 84% as at 
March 2014, the highest it has ever been. 

 
3.6 The investment strategy remains a red risk.  Although solvency has increased significantly 

over recent years the strategy remains focussed on generating additional outperformance 
over liabilities in order to recover the remaining deficit.  This inevitably means that the Fund is 
required to invest in assets exposed to significant market risk such as equities and property 
which can perform poorly particularly in times of a crisis in financial markets.  However the 
strategy has been exceptionally effective at taking advantage of the improvements in these 
markets over recent years.  NYPF’s investment performance was ranked 1st within the local 
authority universe (WM Performance Services) for the five year period to March 2014. 
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4.0 GOVERNANCE COMPLIANCE UPDATE – REPORT OF THE INDEPENDENT 
 PROFESSIONAL OBSERVER 
 
4.1 The remit of the Independent Professional Observer, Peter Scales, is to provide advisory 

services on governance and compliance to the NYPF.  To this purpose, he has conducted 
a review of these arrangements as they operated during each financial year and has made 
a number of recommendations, all of which have been incorporated into the governance 
documents of the Fund. 

 
4.2 This latest report (attached as Appendix 2) provides an update of his review of the current 

governance compliance arrangements for the Fund, and comments on the evolving 
regulatory environment. 

 
4.3 Governance is described as of a “high standard” and that NYPF continues to be “fully 

compliant with all the regulatory requirements currently in force”. 
 
4.4 NYPF will be required to make arrangements for a “pension board” to operate from April 

2015, some of the options for which, subject to the anticipated regulations and guidance 
from Government, were presented to the PFC at its meeting on 28 June 2013.  As the 
report from the IPO explains, one year on, the draft regulations and accompanying 
guidance have still not been issued.  However, this information is expected imminently and 
a proposal will be taken to the PFC meeting in September 2014.  One point of particular 
note in in the last paragraph of page 2 of the IPO’s report is that indications are that the 
administering authority may not appoint employee or employer representatives to the 
pension board. 

 
4.5 The IPO’s report also comments on the consultation on the future structure of the LGPS.  A 

draft NYPF response to the consultation is included in a separate item on the agenda for 
this meeting. 

 
 
 
 
 
5.0 RECOMMENDATIONS 
 
5.1 Members to approve the set of governance documents in Appendix 1. 
 
5.2 Members note the report of the Independent Professional Observer in Appendix 2. 
 
 
 
GARY FIELDING 
Treasurer 
Corporate Director – Strategic Resources 
County Hall 
Northallerton 
 
27 June 2014 
 
Background documents :   None 
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APPENDIX 1 

 

GOVERNANCE DOCUMENTS OF THE NORTH YORKSHIRE PENSION FUND 

 

Part  Document Title Colour 

A Statement of Investment Principles   Gold 
B Governance Compliance Statement  Lilac 
C Risk Register  Pal Blue 
D Communications Strategy 2014/15   Pale Green 
E Funding Strategy Statement   Ivory 
F Communications Policy Statement   Bright Yellow 
G Pensions Administrations Strategy   Rose 
H Treasury Management SLA   Dark Green 
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1.0 INTRODUCTION 
 
1.1 The Local Government Pension Scheme (Management and Investment of Funds) Regulations 

2009 require administering authorities to prepare, publish and maintain a Statement of 
Investment Principles (SIP).  This document is the SIP of the North Yorkshire Pension Fund 
(NYPF) for which North Yorkshire County Council (NYCC) is the administering authority.  In 
preparing this Statement consideration has been given to the professional advice received from 
the various advisers and investment managers of the Fund. 

 
 
2.0 INVESTMENT DECISION MAKING PROCESS 
 
2.1 The Council has delegated all its functions as the administering authority of NYPF to the 

Pension Fund Committee (PFC).  The Corporate Director Strategic Resources, who reports to 
the Chief Executive, has day to day control of the management of all aspects of the Fund’s 
activities. 

 
2.2 The PFC determines the investment policy of the Fund and has ultimate responsibility for the 

investment strategy.  The committee undertakes its responsibilities through taking appropriate 
advice from external advisers.  Scheduled meetings take place each quarter with additional 
meetings convened as required. 

 
 
3.0 TYPES OF INVESTMENTS TO BE HELD 
 
3.1 The following categories of investment have been approved as suitable for the NYPF. 
 

UK Equities provide a share in the assets and profitability of public 
companies floated on UK stock exchanges.  Capital gains 
and losses arise as share prices change to reflect investor 
expectations at the market, sector and stock levels.  Income 
is derived from dividends. 

 
Overseas Equities are similar to UK Equities but allow greater diversification 

amongst markets, sectors and stocks.  Valuations are 
affected by exposure to movements in the relative value of 
the foreign currencies in which investments are made against 
sterling.  Exchange rates are likely to reflect differentials in 
inflation so should not affect returns materially over the long 
term, but over the short term currency movements may 
significantly add to or subtract from returns.  Equities are 
expected to provide high returns compared to other asset 
classes (the “equity-risk premium”); to address the NYPF 
deficit position a high proportion of assets will be held in 
equities. 

 
UK Bonds are debt instruments issues by the UK Government and 

other borrowers.  Bonds provide a fixed rate of interest and 
are usually redeemed at a fixed price on a known future date.  
Valuations primarily reflect the fixed level of interest, the 
period to redemption and the overall return demanded by 
investors.  They are vulnerable to rising inflation and 
correspondingly benefit from falling inflation. 

 
Overseas Bonds are similar to UK Bonds but have exposure to currency 

exchange rate fluctuations.  As with UK bonds they are 
influenced by local inflation rates. 

 
Index Linked Bonds are bonds that provide interest and a redemption value 

directly linked to a measure of inflation, usually the Retail 
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Price Index or a similar index.  The returns from this asset 
class act as a useful proxy for movements in liability values. 

 
Diversified Growth Funds are an alternative way of investing in shares, bonds, property 

and other asset classes.  These funds are managed by 
specialist multi-asset managers and target returns slightly 
below that of equities but with significantly reduced volatility 
due to the diversification of their constituent parts. 

 
UK Property is an investment in buildings, indirectly through pooled 

vehicles.  Capital gains and losses occur as prices fluctuate 
in line with rental levels and investor demand.  Income is 
generated from rents collected from tenants.  The nature of 
rental agreements gives property some of the characteristics 
of bonds, whilst growth and inflation provide some of the 
characteristics of equities. It is, therefore, a useful 
diversifying asset class. 

 
Derivative Instruments such as options and futures are mechanisms through which 

the Fund can be protected from sudden changes in share 
prices or exchange rates.  Although not income producing 
they can result in capital gains and losses.  They may be 
used to hedge the Fund’s exposure to particular markets. 

 
Cash is invested in authorised institutions in accordance with the 

treasury management policy of the Council under the terms 
of a Service Level Agreement and attracts interest at market 
rates. 

 
 

4.0 BALANCE BETWEEN DIFFERENT TYPES OF INVESTMENTS 
 
4.1 The LGPS regulations require that administering authorities should “have regard to the need for 

diversification of investments” in order to reduce the risk of over concentration in one or more 
asset classes where performance may be highly correlated.  The aim of diversification is to 
reduce short term volatility, particularly to mitigate the negative effects of one asset class or 
market performing badly.  Property (2012) and Diversified Growth Funds (2013) are the most 
recent additions to further address this issue. 

 
4.2 The Investment Strategy Review, carried out periodically, establishes a benchmark asset mix 

against which actual Fund performance can be measured.  The last Review took place in 2013.  
This provides a framework designed to produce the returns the Fund requires over the long 
term to meet its future liabilities.  Each asset class is allocated a range and rebalancing takes 
place when values stray beyond them due to market conditions.  Further rebalancing may take 
place based on strategic views of the Fund’s advisers. 

 
4.3 The largest proportion of the Fund’s investments are in equities which is aimed at growing the 

value of assets over the long term.  Other return seeking asset classes complement this goal, 
with the allocation to liability matching assets providing a measure of protection against rising 
liability valuations. 

 
4.4 The range of permitted investment in each asset class, expressed as a percentage of the Fund 

is as follows: 
  

 Minimum % Maximum % 
Equities 50 75 
Diversified Growth Funds 5 10 
Property 5 10 
Fixed Income 15 30 

 

25



 

4 
 

  

4.5 Each asset class is sub-divided into two or more mandates with different investment managers 
and operating to different benchmarks, further increasing the diversification of the Fund’s 
investments. 

 
 
5.0 RISK 
 

5.1 The Fund’s custodian, BNY Mellon, holds the assets of the Fund that are invested on a 
segregated basis.  Assets invested through pooled funds are held by the Funds investment 
managers.  Agreements are in place protecting the Fund against fraudulent loss and in addition 
regular checks are undertaken by independent auditors of the custodian’s and investment 
managers’ systems.  These organisations have internal compliance teams which also monitor 
and report on risk.  Cash balances belonging to the Fund are held and invested in accordance 
with a Service Level Agreement with NYCC.  Risk is further controlled through continuous 
monitoring and periodic reviews of the custodial and investment management arrangements. 

 

5.2 The LGPS Management and Investment of Funds Regulations 2009 set out certain restrictions 
as to individual investments, which are intended to limit the risk exposure of an LGPS Fund.  
The Fund’s asset risk is reduced through diversifying investments within these limits, across 
asset classes, geographical areas, market sectors and at the stock specific level.  Investment 
Management Agreements include further restrictions on the investment processes managers 
are required to follow. 

 
5.3 The Investment Strategy aims to ensure that the Fund has enough Assets to pay the benefits 

earned by scheme members.  An Asset Liability Modelling study undertaken by the Fund’s 
Investment Consultant looked at the risk and reward of the current (and possible alternative) 
asset allocations compared with the actual liabilities of the Fund arising from the 2013 Triennial 
Valuation.  The associated workshops explored the risk/reward relationship and the most 
appropriate asset allocation strategy.  The results of this exercise form the basis of the 
investment benchmark. 

 
5.4 Ongoing monitoring of the Fund’s risk profile takes place including reassessing its 

appropriateness when the Investment Strategy is reviewed at the quarterly PFC meetings or as 
appropriate.  Close regard is paid to the ongoing risks which may arise through a developing 
mismatch, over time, between the assets of the Fund and its liabilities, together with the risks 
which may arise from any lack of balance/ diversification of the investment of those assets. 

 
 
6.0 EXPECTED RETURN ON ASSETS 
 
6.1 The long-term objective of the Investment Strategy is to have sufficient money available to meet 

the cost of future pension payments.  The Asset Liability Modelling study described in 
paragraph 5.3 establishes an expected level of return and is incorporated into each Triennial 
Valuation and the associated Funding Strategy Statement (FSS). 

 
6.2 The expected return on assets at the Fund level is a blend of the benchmarks for the individual 

investment managers and their mandates.  All of the Fund’s assets are actively managed by 
external investment managers, each with their own performance target.  This equates to an out-
performance target over liabilities (calculated on a gilts basis) of 2.4%; this return expectation is 
one of the key assumptions used in determining employer contributions at the Triennial 
Valuation. 

 
 
7.0 REALISATION OF INVESTMENTS 
 
7.1 The majority of the Fund’s investments are in fixed interest securities, equities and other 

investments that are quoted on recognised stock markets and may quickly be realised if 
required.  Less than 1% of investments are in illiquid asset classes. 
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8.0 SOCIALLY RESPONSIBLE INVESTMENTS 
 
8.1 The PFC takes the view that its overriding obligation is to act in the best financial interests of 

the Scheme and its beneficiaries.  
 
8.2 However, as a responsible investor, NYPF wishes to promote corporate social responsibility, 

good practice and improved performance amongst all companies in which it invests.  The Fund 
therefore monitors investee companies to ensure they meet standards of best practice in 
relation to their key stakeholders. 

 
8.3 The Fund considers that the pursuit of such standards fully aligns the interests of Fund 

members and beneficiaries with those of stakeholders and society as a whole over the long 
term.  In furtherance of this policy, the Fund supports standards of best practice on disclosure 
and management of corporate social responsibility issues by companies and pursues 
constructive shareholder engagement with companies on these issues consistent with the 
Fund's fiduciary responsibilities. 

 
8.4 In accordance with this policy, the Fund will seek where necessary to use its own efforts, 

those of its investment managers, and alliances with other investors, to pursue these goals.  
To this end the Fund is a member of the Local Authority Pension Fund Forum (LAPFF). 

 
8.5 In addition, the Fund continues to pursue an active corporate governance policy, including 

using its voting rights, in accordance with its own policies, as determined from time to time (see 
paragraph 9 below). 

 
 
9.0 SHAREHOLDER GOVERNANCE 
 
9.1 The policy on corporate governance is that NYPF has instructed Pension Investment 

Research Consultants Limited (PIRC) to execute voting rights for all segregated UK Equities 
held by the Fund, and non UK where practicable.  Votes are executed by PIRC according to 
predetermined Shareholder Voting Guidelines agreed by the PFC, available on 
www.nypf.org.uk. 

 
9.2 The scope of the policy described in paragraph 9.1 above is periodically reviewed with the 

intention of extending the geographical range where NYPF's interest can be voted. 
 
 
10.0 STOCK LENDING 
 
10.1 The Fund has not released stock to a third party under a stock lending arrangement within a 

regulated market during the financial year 2013/14 or in any previous years. 
 
 
11.0 COMPLIANCE WITH GUIDANCE FROM THE SECRETARY OF STATE 
 
11.1 The original Myners Review in 2001 established 10 principles of investment for defined benefit 

schemes.  In October 2008, the Government published their response to consultation on 
updating the Myners Review and restructured the original principles into 6 new high level 
principles, provided guidance to pension funds on recommended best practice for applying the 
principles, and identified tools to provide practical help and support to trustees and their 
advisers. 

 
11.2 NYPF carried out a self-assessment of its position, supported by a review by an independent 

professional observer, and implemented arrangements in order to address the principles.  The 
extent to which NYPF has adopted the investment principles is described in the following 
paragraphs. 
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 Effective decision making – full compliance 
 
11.3 Administering authorities should ensure that decisions are taken by persons or organisations 

with the skills, knowledge, advice and resources necessary to take them effectively and monitor 
their implementation, and those persons or organisations should have sufficient expertise to be 
able to evaluate and challenge the advice they receive, and manage conflicts of interest. 

 
 Clear objectives – full compliance 
 
11.4 An overall investment objective(s) should be set out for the Fund that takes account of the 

scheme’s liabilities, the potential impact on local tax payers, the strength of the covenant for 
non-local authority employers, and the attitude to risk of both the administering authority and 
scheme employers, and these should be clearly communicated to advisors and investment 
managers. 

 
 Risks and liabilities – full compliance 
 
11.5 In setting and reviewing their investment strategy, administering authorities should take account 

of the form and structure of liabilities.  These include the implications for local tax payers, the 
strength of the covenant for participating employers, the risk of their default and longevity risk. 

 
 Performance assessment – full compliance 
 
11.6 Arrangements should be in place for the formal measurement of performance of the 

investments, investment managers and advisers.  Administering authorities should also 
periodically make a formal assessment of their own effectiveness as a decision-making body 
and report on this to scheme members. 

 
 Responsible ownership – full compliance 
 
11.7 Administering authorities should adopt, or ensure their investment managers adopt, the 

Institutional Shareholders’ Committee Statement of Principles on the responsibilities of 
shareholders and agents, include a statement of their policy on responsible ownership in the 
Statement of Investment Principles, and report periodically to scheme members on the 
discharge of such responsibilities. 

 
 Transparency and reporting – full compliance 
 
11.8 Administering authorities should act in a transparent manner, communicating with stakeholders 

on issues relating to their management of investment, its governance and risks, including 
performance against stated objectives, and provide regular communication to scheme 
members in the form they consider most appropriate. 

 
 
 
June 2014 
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1.0 INTRODUCTION 
 
1.1 This Statement has been prepared by North Yorkshire County Council (NYCC, or 

“the Council”) as administering authority of the North Yorkshire Pension Fund 
(NYPF, or “the Fund”) in accordance with the requirements of the provisions of the 
Local Government Pension Scheme (Amendment) (No.3) Regulations 2007. 
 

1.2 These Regulations describe the governance arrangements of the Fund and assess 
them against a set of best practice principles, either confirming compliance or 
providing an explanation of the reasons for non-compliance as appropriate. 
 
 

2.0 GOVERNANCE ARRANGEMENTS 

 

 Pension Fund Committee 
 
2.1 Overall responsibility for the governance of the LGPS, as it is organised and 

operated in North Yorkshire resides with the Pension Fund Committee (PFC), a 
committee of the Council, which has been delegated the following powers: 

 
2.1.1 To exercise the powers of the Council to invest monies forming part of the 

Pension Fund, including: 
 to determine and periodically review the Investment Strategy of the Fund  
 to appoint managers to manage and invest Fund monies on the Council’s 

behalf 
 to receive reports from the appointed managers, at least once every 

three months, setting out the action they have taken under their 
appointment 

 to receive reports, at least once every three months from the Investment 
Adviser, Investment Consultant and the Performance Measurer, 
regarding the investment performance of the appointed investment 
managers and the Fund overall 

 from time to time to consider the desirability of continuing or terminating 
the appointments of any organisations involved in the investment of the 
monies of the Fund and / or advising / reporting thereon 

 to approve a Statement of Final Accounts and associated governance 
statements for submission to the Audit Committee  

 from time to time reporting to the Executive  
 

2.1.2 To exercise all the Council’s powers as administering authority for the North 
Yorkshire Pension Fund, subject to any specific instructions that might be 
given from time to time by the Council. 

 
2.1.3 To carry out the Council’s functions relating to local government pensions 

scheme (LGPS) under the regulations. 
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 Advisory Panel 
 
2.2 NYPF has established an Advisory Panel with its own terms of reference which 

widens representation amongst the Fund’s stakeholders.  The Panel’s terms of 
reference as follows: 

 
 to represent all stakeholders of the North Yorkshire Pension Fund, in particular 

the contributing Employing Bodies to the Fund 

 to express the views of stakeholders to the PFC on matters of policy 

 to liaise with the North Yorkshire Pension Fund Officers Group (NYPFOG) 
 
 Independent Professional Observer 
 
2.3 In order to provide an independent assessment of the Fund’s governance 

arrangements the PFC has appointed an Independent Professional Observer (IPO). 
The IPO reports annually to the PFC on the level of compliance of the Fund against 
the CLG’s best practice principles, and also offer advice on governance related 
matters. 

 
Functions Delegated to Officers 
 

2.4 The Council’s constitution sets out the duties of the Corporate Director – Strategic 
Resources in relation to the Fund.  Essentially, the Corporate Director acts as the 
Treasurer of the Fund (and is referred to as such in the remainder of this 
Statement) providing information and advice to the Committee whilst also managing 
the day to day affairs of the Fund. 

 
2.5 In particular the Treasurer is required to manage from day to day the Fund, 

including: 

 the exercise of the Council’s function as administering authority, where such 
exercise does not involve use of discretion 

 the power to seek professional advice and to devolve day to day handling of the 
Fund to professional advisers within the scope of LGPS regulations 

 to change the mandate of a fund manager, in consultation with the Chairman 
and at least one other Member of the PFC, in circumstances when not to do so 
would lead to a real, or potential, loss in value of the Fund’s investments.  Any 
such action to be reported to the PFC as soon as practicable 

2.8 In undertaking these duties detailed above, the Treasurer is not empowered to 
change the fund manager structure of the Fund without the approval of the PFC. 

 
NYPFOG 

 
2.7 The North Yorkshire Pension Fund Officer Group (NYPFOG) meets periodically to 

provide an opportunity for officer representatives of all employers to meet NYPF 
officers and address any issues related to the administrative arrangements of the 
Fund. 
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3.0 REPRESENTATION AND MEETINGS 
 
 Representation 
 
3.1 The current membership of the PFC is as follows (as at June 2014) 
 

(a) seven elected Members representing the administering authority who each 
hold one vote on the Committee. 

 
 

(b) two further elected Members representing the Fund’s other largest employing 
bodies each holding one vote.  One Member represents the City of York 
Council, the other is the District Councils’ representative of Local Government 
North Yorkshire and York 

(c ) in addition, a number of substitute Members have been nominated to attend in 
the absence of each of the main Committee Members 

(d) an invitation is also extended to allow three union representatives to attend 
every Committee Meeting.  No voting rights are allocated to these positions 

 
(e) the Chairman of the Advisory Panel is invited to attend all PFC meetings, in a 

non-voting capacity 
 
(f) the quorum required for Committee Meetings is three. 

 
3.2 Advisory Panel membership consists of representatives of each employer group, 

pensioner members, and union representatives on behalf of active members.  
 
 Meetings 
 
3.3 The PFC is governed by the decision making procedures defined in the Constitution 

of the Council, being a full Committee of the Council.  These are fully compliant with 
the terms of the Local Government Act 2000.  In addition, the PFC complies with 
the procedural requirements defined in LGPS regulations. 

 
3.4 Papers for all meetings of the PFC are provided to all the Members identified in 

paragraph 3.1 above, including substitute members, union representatives and 
Advisory Panel Members.  In addition, the Investment Adviser and Investment 
Consultant (who also attend every meeting), Fund Managers and the Fund Actuary 
are given the opportunity to view all items on the public agenda of each meeting. 

 
3.5 PFC papers are also publicly available on the Council’s website.  The 

Communication Policy Statement explains in more detail the arrangements for 
engagement with all stakeholders. 

 
3.6 The PFC convenes once each quarter, at County Hall in Northallerton.  The Fund’s 

investment managers are scheduled to attend additional meetings where the PFC 
specifically considers fund manager performance and related matters.  Six 
supplementary meetings a year are normally held for this purpose.  In attendance 
at each meeting are the Investment Adviser, the Investment Consultant, the 
Treasurer and representative members of his staff involved with the NYPF (eg 
Operations Manager, Fund Accountant), an observer from City of York Council and 
a Committee Clerk (NYCC). 
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3.7 The PFC has also included a specific meeting in July in its programme.  This is in 
order to consider the draft Statement of Final Accounts and the set of updated 
governance documents, in addition to any other business requiring attention at that 
time. 

 
3.8 Advisory Panel meetings are synchronised with PFC meetings and consider the 

same quarterly agenda plus any other relevant information.  There is no formal 
voting procedure, rather each member of the Panel is entitled to express their view.  
The Chairman of the Panel attends PFC meetings to pass on these views and then 
reports back to the Panel resulting comments and actions, as appropriate. 

 
 
4.0 OPERATIONAL PROCEDURES 

 

Training 
 
4.1 Myners first principle recommends that “decisions should be taken only by persons 

or organisations with the skills, information and resources necessary to take them 
effectively”.  There are also legal requirements set out in the LGPS regulations and 
other relevant legislation, as well as best practice guidance published by CIPFA 
and other professional and regulatory bodies.   

 
4.2 The Fund arranges a programme of internal and external training events and 

access to other resources such as the on-line CIPFA Knowledge and Skills Toolkit 
designed to meet these requirements, recommendations and best practice 
guidance principles for Members of the PFC.  A register of all training events is 
maintained and reported at each PFC meeting.  

 
4.3 The costs incurred by Members of the PFC in attending training sessions are met 

by the Fund in accordance with the policies of the administering authority. 
 
4.4 Advisory Panel members are afforded the same training opportunities as are 

members of the PFC.  Costs and expenses are met in accordance with the policy 
described in the County Council’s “Guidance and Toolkit for Managers and Head-
teachers on Recruiting and Working with Volunteers”.  

 
 

 Reporting and Monitoring 
 

4.5 The PFC has a clearly defined Work Plan that is agreed at the start of each 
financial year which is reviewed regularly and is included in the Agenda papers for 
each meeting. 

 
4.6 In relation to investment matters, the Investment Adviser, Investment Consultant 

and each Investment Manager for the Fund is require to submit a quarterly report to 
the PFC summarising the investment activities within the Fund’s portfolios during 
the preceding quarter and reporting the value and performance of the investments 
at the end of each such quarter.  In addition, the Fund Custodian presents an 
independent report on the overall investment performance of the Fund, together 
with details relating to individual managers and different classes of asset.  

 
4.7 In addition, the Treasurer will present reports to every PFC meeting detailing 

performance in relation to the administration activities of the Fund and other 
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significant matters for Members’ attention as determined by the Work Plan;  topics 
will include reports on the budget position, updates on the Regulations, 
communication with stakeholders, training events and Admission Agreements, etc. 

 
4.8 Outside of this periodic reporting to the PFC 
 
 

(a) the activities of the Benefits Administration Team are regularly monitored by 
the Treasurer as part of the ongoing performance monitoring arrangements 
operated with the Central Services directorate of the Council.  In addition, the 
Fund participates in benchmarking and related value for money exercises 
with other Funds 

 

(b) the performance of the investment managers is monitored on an ongoing 
basis by the Investment Consultant, Investment Adviser and the Treasurer.  
Meetings are held with the investment managers on a routine basis and/or 
when particular issues arise (eg staff changes) that may affect the 
performance of that manager on behalf of the Fund. 

 
 
5.0 KEY POLICY / STRATEGY DOCUMENTS 
 
5.1 In addition to the range of documents produced by the Fund explaining the benefits 

of the LGPS for scheme members and employers, the Fund publishes on 
www.nypf.org.uk a number of other key documents relating to the administration 
and governance of the Fund.  In addition to this Governance Compliance 
Statement, these additional documents are as follows: 

 

 Funding Strategy Statement (FSS) 
 Statement of Investment Principles (SIP) 
 Communications Policy Statement 
 Annual Communication Strategy + related Action Plan 
 Pensions Administration Strategy 
 Risk Register 
 Treasury Management SLA 
 Annual Report 

 
 
 
6.0 COMPLIANCE WITH BEST PRACTICE PINCIPLES 

 

6.1 Structure 
  

a The Management of the administration of benefits and 
strategic management of fund assets clearly rests with the 
main committee established by the appointing Council 
 

Fully 
compliant 

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

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

Fully 
compliant 

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

Fully 
compliant 

 
6.2 Representation 

 

a That all key stakeholders are afforded the opportunity to be 
represented within the main or secondary committee structure.  
These include: 
i) employing authorities (including non-scheme employers, eg 
admitted bodies 
ii) scheme members (including deferred and pensioner 
scheme members) 
iii) where appropriate, independent professional observers 
iv) expert advisers 
 

Fully 
compliant 

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

Fully 
compliant 

 
6.3 Selection and Role of Lay Members 

 

a That committee or panel members are made fully aware of the 
status, role and function they are required to perform on either 
a main or secondary committee 
 

Fully 
compliant 

 

6.4 Voting 

 

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

Fully 
compliant 

 
 Voting rights on the PFC are limited to representatives of the administering 
authority which is answerable for the effective and prudent management of the 
Scheme, and to representatives of the Fund’s major employers.  This arrangement 
provides an optimal number in terms of decision making effectiveness, therefore 
voting rights have not been extended to other stakeholders. 
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6.5 Training / Facility Time / Expenses 

  

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

Fully 
compliant 

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

Fully 
compliant 

 

6.6 Meetings (Frequency/Quorum) 

  

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

Fully 
compliant 

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

Fully 
compliant 

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

Fully 
compliant 

 
6.7 Access 

  

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

Fully 
compliant 

 

6.8 Scope 

  

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

Fully 
compliant 

 
6.9 Publicity 

  

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

Fully 
compliant 
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CSD SR Pension Fund 
Risk Register: June 2014 Review – detailed  
Report Date:    4th June 2014 (pw) 

                                                                 Page 1 of 8 

Phase 1 - Identification 

Risk 
Number 

44/4 Risk Title 44/4 - Pension Fund Solvency Risk 
Owner 

CD SR Manager 
CSD SR 
Int Fin PA 

Description 
Solvency deteriorates due to liability growth exceeding expectations and / or underperforming investment returns, over 
optimistic actuarial assumptions, or adverse market conditions requiring a review of employer contributions, additional 
payments or extended recovery period  

Risk 
Group 

Financial Risk Type 
CSD SR 
32/24 

 

Phase 2 - Current Assessment 

Current Control Measures 
Deficit recovery period, adopt prudent actuarial assumptions, all assumptions reviewed every 3 years, 
measure liabilities against investment returns on a quarterly basis, regular reports to PFC, Effectiveness  

Probability M  Objectives M  Financial H  Services L  Reputation M  Category 2  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager 

Action 
by 

Completed % 

Reduction 44/5 - Carry out triennial valuation of the fund CSD SR Int Fin PA Fri-28-
Feb-14 Fri-28-Feb-14 100% 

Reduction 
44/6 - Regular consultation with Actuary re assumptions used and discuss and carry out action plan for outcomes 
positively (ongoing) CSD SR Int Fin PA Tue-30-

Jun-15  0% 

Reduction 44/7 - Regular review of investment strategy to maximise investments (ongoing) CSD SR Int Fin PA Tue-30-
Jun-15  0% 

Reduction 44/8 - Regular consultation with employers re cost of the scheme (ongoing) CSD SR Int Fin PA 
CSD SR Pensions Mgr 

Tue-30-
Jun-15  0% 

Reduction 44/145 - Introduction of revised scheme ie. LGPS 14 CSD SR Pensions Mgr Tue-1-
Apr-14 Tue-1-Apr-14 100% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability M  Objectives M  Financial H  Services L  Reputation M  Category 2  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/428 - Increased contribution rate from employers and/or extend recovery period  CSD SR Int Fin PA 
CSD SR Pensions Mgr 

PART C
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Phase 1 - Identification 

Risk 
Number 

44/8 Risk Title 44/8 - Investment Strategy Risk Owner CD SR Manager 
CSD SR 
Int Fin 
PA 

Description Failure of the investment strategy to maximise returns from investments Risk Group Strategic Risk Type  
 

Phase 2 - Current Assessment 

Current Control Measures 
Strategy reviewed through asset/liability modelling, risk budgeting, experience and knowledge of the market and suitable forms of 
investment, Member training, Independent Investment Adviser and Consultant reports, PFC workshops and sign off of strategy, 
regular monitoring of investment performance 

Effectiveness  

Probability M  Objectives M  Financial H  Services L  Reputation M  Category 2  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager Action by Completed % 

Reduction 
44/1876 - Continual review of the investment strategy and implement the 
recommendations CSD SR Int Fin PA Tue-30-Jun-15  0% 

Reduction 44/1877 - Monitor the risk budget CSD SR Int Fin PA Tue-30-Jun-15  0% 
Reduction 44/1878 - Monitor appropriateness of strategy against prevailing market conditions CSD SR Int Fin PA Tue-30-Jun-15  0% 
Reduction 44/1879 - Monitor the Advisor and Consultants reports and act on professional advice CSD SR Int Fin PA Tue-30-Jun-15  0% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability M  Objectives M  Financial H  Services L  Reputation M  Category 2  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/430 - Review the strategy and implement changes as necessary based on the forward assessment of financial markets  CSD SR Int Fin PA 

PART C
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Phase 1 - Identification 

Risk 
Number 

44/7 Risk Title 44/7 - Investment Manager Risk Owner CD SR Manager 
CSD 
SR Int 
Fin PA 

Description 
Failure of a pension fund investment manager to meet adequate performance levels resulting in reduced 
financial returns, re-tendering exercise Risk Group Performance Risk Type  

 

Phase 2 - Current Assessment 

Current Control Measures 
Qrtly review of investment mgr targets, std terms and conds re termination of contract, ext advisers monitor mgrs perf, qrtly repts 
to Pension Fund Comm, benchmarking against other approp comparators, investment strategy review, risk budgeting exercise 
via Aon, reporting by Custodian, fund mgr attend at PFC, Member training, best practice procurement process, 

Effectiveness  

Probability L  Objectives M  Financial H  Services L  Reputation M  Category 3  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager Action by Completed % 

Reduction 44/1873 - Continue to monitor and report on investment returns on a regular basis CSD SR Int Fin PA Tue-30-Jun-15  0% 

Reduction 
44/1874 - Continue to meet/report to PFC by Fund Managers and assess critical analysis by 
independent advisers CSD SR Int Fin PA Tue-30-Jun-15  0% 

Reduction 
44/1875 - Carry out when appropriate, a tender exercise and use best practice procurement process to 
ensure positive outcome re new investment manager(s) CSD SR Int Fin PA Tue-30-Jun-15  0% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability L  Objectives M  Financial H  Services L  Reputation M  Category 3  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/429 - Change Fund Manager and redistribute funds, potentially transfer to temporary passive Fund Manager  CSD SR Int Fin PA 
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CSD SR Pension Fund 
Risk Register: June 2014 Review – detailed  
Report Date:    4th June 2014 (pw) 

                                                                 Page 4 of 8 

 
Phase 1 - Identification 

Risk 
Number 

44/20 Risk Title 44/20 - Fraud Risk Owner CD SR Manager 
CSD 
SR Int 
Fin PA 

Description 
Internal and/or external fraud as a result of inappropriate pension administration, investment activity and 
cash reconciliation results in financial loss, loss of reputation Risk Group Pers/Capacity Risk Type  

 

Phase 2 - Current Assessment 

Current Control Measures 

Internal Audit, internal checking and authorisation procedures and levels in both pension section and finance, split between 
administration and finance, all third parties have regular audits and regulated by FCA, legally binding contracts in place, 
governance arrangements for the delegation of duties, use of BACS payments, monthly mortality monitoring, participate in 
National Fraud Initiative 

Effectiveness  

Probability L  Objectives L  Financial H  Services L  Reputation M  Category 3  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager Action by Completed % 

Reduction 44/1887 - Continually review processes and procedures including authorisation levels CSD SR Int Fin PA 
CSD SR Pensions Mgr Tue-30-Jun-15  0% 

Reduction 44/1888 - Ongoing internal audit assessment and annual review by external auditors CSD SR Int Fin PA 
CSD SR Pensions Mgr Tue-30-Jun-15  0% 

Reduction 
44/1890 - Annual independent external audit of pension fund (separate from County Council) and carry 
out appropriate recommendations 

CSD SR Int Fin PA 
CSD SR Pensions Mgr Tue-30-Jun-15  0% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability L  Objectives L  Financial H  Services L  Reputation M  Category 3  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/434 - Review incident and update procedures/processes accordingly  CSD SR Pensions Mgr 
CSD SR Int Fin PA 
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CSD SR Pension Fund 
Risk Register: June 2014 Review – detailed  
Report Date:    4th June 2014 (pw) 

                                                                 Page 5 of 8 

 
Phase 1 - Identification 

Risk 
Number 

44/10 Risk Title 44/10 - LGPS Regulations and Employer Related Legislation Risk 
Owner 

CD SR Manager 
CSD SR 
Pensions 
Mgr 

Description 
LGPS Regulations and Employer Related Legislation not interpreted and implemented correctly including 
implementation of the LGPS 2014 resulting in legal challenge 

Risk 
Group 

Performance Risk Type 
Int Fin 
30/189 

 

Phase 2 - Current Assessment 

Current Control Measures 

Specialist knowledge, designated members of staff, regular updates & comms with CLG, LGPC, Actuarial advice, Employers 
Forums, NEPOF, section training by specialist staff, specialist software, advice on calculations interpretations, investment mgmt 
agreement, awareness of overriding legislation, broadening of knowledge across MT, LGE advice, nat. technical pension group 
provide advice, Trustees knowledge and understanding toolkit,  

Effectiveness  

Probability M  Objectives L  Financial L  Services L  Reputation M  Category 4  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager Action by Completed % 

Reduction 44/157 - Enhance staff training programme CSD SR Pensions Mgr Tue-30-Jun-
15  0% 

Reduction 44/158 - Implement the communication strategy to ensure continued customer awareness of LGPS 2014  CSD SR Pensions Mgr Tue-30-Jun-
15  0% 

Reduction 44/322 - Review the structure of the Pensions Administration team CSD SR Pensions Mgr Tue-30-Jun-
15  0% 

Reduction 
44/1897 - Work with supplier to achieve business as usual position on use of pensions administration 
system CSD SR Pensions Mgr Tue-30-Sep-

14  0% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability L  Objectives L  Financial L  Services L  Reputation M  Category 5  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/437 - Review existing interpretations, take legal advice and amend procedures as required  CSD SR Int Fin PA CSD SR 
Pensions Mgr 
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CSD SR Pension Fund 
Risk Register: June 2014 Review – detailed  
Report Date:    4th June 2014 (pw) 
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Phase 1 - Identification 

Risk 
Number 

44/11 Risk Title 44/11 - Benefit Payments Risk Owner CD SR Manager 
CSD SR 
Pensions 
Mgr 

Description 
Incorrect/late benefits and payments to members resulting in criticism, customer dissatisfaction, 
under/over payments Risk Group Performance Risk Type  

 

Phase 2 - Current Assessment 

Current Control Measures 
Up to date procedures and procedural checking, pension software up to date, workflow system, authorisation procedures, 
pro formas, staff training, audit trail, internal and external audits, Pensions Administration Strategy, Manuals available for 
calculation procedure, action plan for clean data requirements 

Effectiveness  

Probability M  Objectives L  Financial L  Services L  Reputation M  Category 4  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager Action by Completed % 

Reduction 44/1893 - Effective communication with employers CSD SR Pensions Mgr Tue-30-Jun-15  0% 
Reduction 44/1895 - Development of Task Management checklists  CSD SR Pensions Mgr Mon-30-Jun-14 Sat-31-May-14 100% 
Reduction 44/1896 - Regular liaison with ESS regarding operational arrangements CSD SR Pensions Mgr Tue-30-Jun-15  0% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability L  Objectives L  Financial L  Services L  Reputation M  Category 5  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/435 - Correct errors and review and amend existing procedures  CSD SR Pensions Mgr 
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CSD SR Pension Fund 
Risk Register: June 2014 Review – detailed  
Report Date:    4th June 2014 (pw) 
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Phase 1 - Identification 

Risk 
Number 

44/14 Risk Title 44/14 - IT Systems Risk 
Owner 

CD SR Manager 
CSD SR 
Pensions 
Mgr 

Description 
Failure of IT Pension system or other IT systems including transfer to 2020 Finance for more than 2 days (or 
a critical time) resulting in backlog, incorrect payments, increased overtime, criticism 

Risk 
Group 

Technological Risk Type  
 

Phase 2 - Current Assessment 

Current Control Measures 
Manual payments, DR plan and tested, contracts for server maintenance, backups off site, major external 
providers have DR plans, manual calculation procedures, administration manuals, annual financial check, 
contingency plan in place, 

Effectiveness  

Probability L  Objectives M  Financial L  Services M  Reputation M  Category 5  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager Action by Completed % 

Reduction 44/1884 - Regular review of contingency planning arrangements CSD SR Pensions Mgr Tue-30-Jun-
15  0% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability L  Objectives M  Financial L  Services M  Reputation M  Category 5  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/433 - Recourse to manual calculations and payments, Liaise with software provider to restore system, find alternative supplier  CSD SR Pensions Mgr 
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Risk Register: June 2014 Review – detailed  
Report Date:    4th June 2014 (pw) 
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Phase 1 - Identification 

Risk 
Number 

44/16 Risk Title 44/16 - Key Personnel Risk 
Owner 

CD SR Manager 
CSD SR 
Pensions Mgr 

Description 
Loss and unavailability of key personnel e.g. Treasurer, Pensions Manager, leading to incorrect interpretation of 
regulations, incorrect calculations/data, incorrect payments, resulting in complaints, compensation claims 

Risk 
Group 

Capacity/performance Risk Type  
 

Phase 2 - Current Assessment 

Current Control Measures 
Procedure notes, knowledge sharing, file management, deputies, co-operation between departments, 
pensions management meetings, comprehensive training matrix, PFC action notes, professional advisors, Effectiveness  

Probability L  Objectives M  Financial L  Services M  Reputation L  Category 5  
 

Phase 3 - Risk Reduction Actions 

 
Action Manager Action by Completed % 

Reduction 
44/1907 - To forward plan with managers/CD SR on a regular basis to share ideas and strategy from both sides 
(on going) 

CSD SR Int Fin PA 
CSD SR Pensions Mgr 

Tue-30-
Jun-15  0% 

Reduction 
44/1908 - Ensure inclusion of key managers with relevant external advisers or feedback from such 
meetings/telephone calls (on going) 

CSD SR Int Fin PA 
CSD SR Pensions Mgr 

Tue-30-
Jun-15  0% 

 

Phase 4 - Post Risk Reduction Assessment 

Probability L  Objectives M  Financial L  Services M  Reputation L  Category 5  
 

Phase 5 - Fallback Plan 

 
Action Manager 

Fallback 
Plan 

44/441 - Identify temporary cover arrangements plus additional resources where required  CSD SR Int Fin PA CSD SR 
Pensions Mgr 
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Introduction 
 

 
The Local Government Pension Scheme (LGPS) underwent a fundamental change on 1 
April 2014, from a final salary pension scheme to a career average pension scheme. 
Through its communications strategy, the NYPF has been building towards this moment 
and preparing all its stakeholders for the change. In 2014/2015, NYPF’s strategy will 
reflect the changing needs of stakeholders throughout the transition period as the new 
landscape is established by the following means:     

 
 continuing to raise awareness of the benefits of the new scheme generally amongst 

stakeholders, while going into much greater detail with those Fund members who 
are approaching and planning their retirement   
 

 establishing a communications framework that provides timely, pertinent messages 
which are meaningful for the different groups of stakeholders and will often be 
communicated in partnership with NYPF employing authorities  
 

 continuing the drive to encourage ‘self-service’, to use electronic communications 
and to use the NYPF website as the ‘hub’ for providing communications material, 
and for supporting employing authorities with employee processes around auto-
enrolment and switching to and from the new 50/50 scheme 
 

 monitoring the cost-effectiveness of all communication, and developing our 
activities accordingly   
 

 continuing our commitment to regional and national initiatives, taking advantage of 
partnership working and innovative communication methods developed and tested 
elsewhere, and sharing our own experience in return 

 
The theme for this year’s NYPF Communications Strategy, therefore, will be 
‘Establishing the new communication framework to support the new LGPS’. 
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Goals 
 
Goals have been set in relation to the categories of LGPS stakeholders.   
 

Theme A – ‘Establishing the new communication framework for active members’:  
The aim is to establish a structure, working with employing authorities, which allows the 
NYPF membership generally to understand the main changes to the LGPS and the 
continuing / improving benefits, while targeting those close to retirement with information 
and assistance to help with the range of options now available. A key message will be that 
the ‘cliff edge’ need no longer be the norm, and that a managed, phased retirement may 
have benefits for all parties. The NYPF ‘self-service’ facility, housed on the NYPF website, 
will be key to this aim, but face-to-face appointments will also have a role to play. 
 
Theme B – ‘Establishing the new communication framework for employers’:  
The new scheme puts much greater onus on employing authorities, so the intention is to 
support them to meet those responsibilities. This will be achieved by working directly with 
their representatives, as well as providing timely, pertinent, issue-specific messages and 
supporting with on-line initiatives via the NYPF website. The employers’ ability to meet the 
requirements of the new scheme will be key to its successful introduction, so we have 
identified the establishment of a more collaborative relationship with employers as a top 
priority. 

 
Theme C – ‘Establishing the new communication framework for pensioners’ 
Having withdrawn the costly ‘Everybody Benefits’ facility and advertised some alternate 
options, established the Pensioners’ Representative’s website page and issued the new 
annual newsletter in March, the 2014/15 strategy will focus mostly on active members and 
employers. However, efforts to further promote retired members’ on-line facilities, as well 
as pursuing an initiative around better communication with pensioners abroad, are on the 
agenda.   
 
Theme D – ‘Establishing the new communication framework for deferred members’ 
The goal will be to put in place methods of communicating the changes for these 
members and providing guidance on accessing pension benefits early. It is also intended 
to assess a national initiative to help people who have moved jobs, locations and even 
industries to find any missing ‘pension pots’ that belong to them.   
 
The action points relating to these goals are set out at the end of this document under 
‘Items for Action 2014/2015’. 
 
Review of this Strategy 
 
This Strategy is prepared and considered by the Pension Fund Committee on an annual 
basis.  However, within the spirit of the Pensions Administration Strategy, employers are 
at liberty, at any time, to suggest improvements to the Communications Strategy of the 
Fund. 
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Stakeholders 
 
This Communications Strategy applies to all the NYPF stakeholders who are defined as 
follows: 
 
 Employers 

- Scheduled Bodies 
- Admitted Bodies 

 Scheme Members (including councillor scheme members) 
- Active members (contributors) 
- Retired members and Dependents 
- Deferred members 

 Eligible employees working for Fund employers but not currently contributing 
 AVC provider (Prudential) 
 Actuary  
 Legal Adviser 
 Pensions Administration Software Provider 
 Members of the Pension Fund Committee  
 Members of the Advisory Panel 
 Officers in the Pension Section 
 Other NYCC officers undertaking work on behalf of the Fund 
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Summary of progress against 2013/14 Strategy  

Items in 2013/14 

Strategy 
Summary of 2013/14 Progress 

Year End 

Status 

Theme A 
‘Building a new 
communications 
framework’ for active 
members: 
 

1. Identify processes, collaboration with partners, 
for delivering timely, succinct and pertinent 
messages.   

2. A communication campaign focussing on ‘Your 
Pensions and Your Retirement – Understanding 
Your Choices’  

3. A continual drive to encourage the use of the 
NYPF website to carry out ‘self-service’ 
calculations and make use of the information on 
the website.   

4. Tailor communication methods in relation to 
needs of active members based on ability to use 
the website, how complex their circumstances 
are and how close a member is to retirement  

5. Use of national innovations such as podcasts 
and DVDs 

6. Ties-ins with national websites e.g. national 
LGPS 2014 website, State Pension age 
calculator,  Money Advice Service Financial 
Health Check facility 

All targets 
achieved, 
other than 2 
and 4 which 
were 
dependent 
upon the 
provision of 
the delayed 
Transitional 
Regs. They 
are now built in 
to 2014/15 and 
progress is 
now being 
made. 

Theme B  
‘Building a new 
communications 
framework’ for 
employers: 
 

1. Use employers’  internal emailing facilities to 
communicate with active members 

2. Agree with employers joint, appropriate, 
communications regarding the LGPS to go out to 
Scheme members  

3. Issue regular electronic ‘News Alert’ 
communications to employers to deliver timely, 
succinct and pertinent messages rather than a 
regular ‘round-up’ employer newsletter.  

4. Obtain employers’ views on developments to the 
NYPF website which employers will find useful 
for their own administration purposes 

5. Monitor effectiveness of communications 
methods via regular contact with employers such 
as ‘keep in touch’ ‘phone calls 

All targets 
achieved  

Theme C  
‘Building a new 
communications 
framework’ for 
pensioners: 
 

1. Send out a simplified version of the annual 
pensioner newsletter (posted to those without 
access to online methods of communication) 

2. Advertise lifestyle and other helpful websites for 
pensioners via pensioners’ newsletter and NYPF 
website   

3. Encourage e-communications where possible  
4. Include specific  information on the NYPF 

website in Pensioner Representative area  

All targets 
achieved  
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Items for Action 2014/2015 
 
The focus for this year’s Strategy will be ‘Establishing the new communication 

framework’.  Key actions will be –  
 
Theme A – ‘Establishing the new communication framework for active members’:  
 

 Establish the a process developed last year for providing, in conjunction with 
employers and other partners such as The Prudential, targeted, regular 
communications which utilise electronic means wherever possible to deliver timely, 
succinct and pertinent messages.   

 
 Roll out a communication campaign focussing on ‘Your Pensions and Your 

Retirement – Understanding Your Choices’ to provide positive messages about the 
LGPS and the benefits of planning for retirement at a time when the State Pension 
age is increasing 

 
 Maintain the drive to encourage the use of the improved NYPF website to carry out 

‘self-service’ calculations, building in the LGPS 2014 changes, and make use of the 
information on the website.  

 
 Tailor communication methods in relation to needs of active members based on 

ability to use the website, how complex their circumstances are and how close a 
member is to retirement, potentially including on site ‘surgeries’  

 
 Communicate directly with councillor members of the LGPS about the phased 

withdrawal of access to the scheme 
 

 Improve the Pension Helpline call management facilities to ensure that Fund 
members receive prompt and relevant responses 

 

 Develop an on-line version of the feedback form completed by leavers going 
through the retirement process 
 

 Continue to provide on-line Annual Benefit Statements, with the option for paper if 
requested 

 
 Continue to benefit from tie-ins with LGA and DCLG websites and others e.g. 

LGPS 2014 website, State Pension age calculator,  Money Advice Service 
Financial Health Check facility 

 
 
Theme B – ‘Establishing the new communication framework for employers’:  
 

 Issue regular electronic ‘News Alert’ communications to employers to deliver timely, 
succinct and pertinent messages rather than a regular ‘round-up’ employer 
newsletter.  The News Alerts will be stored on the NYPF website for future 
reference by employers 
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 Work with employers’  to communicate key messages to Fund members in their 

employment via their internal emailing facilities, chief officer messages and their e-
magazines  

 
 Support employers to deliver general communications events and presentations to 

Fund members in their employment themselves.  
 
 Run extra NYPFOG workshop events, at which employers will be more involved in 

actively sharing and discussing their experience with LGPS 2014 and learning from 
each other  

 
 Obtain employers’ views and feedback on developments in NYPF communications 

methods in order to continually improve what we do  

 
Theme C – ‘Establishing the new communication framework for pensioners’ 
 
 Continue with the simplified version of the annual pensioner newsletter, posted to 

those without access to online methods of communication 
 

 Look to increase the database of email addresses to save further on printing and 
postage costs   

 
 Maintain the Retired Members’ are of the website, particularly ensuring through 

collaboration with the Pensioners’ Representative that his page is kept relevant and up 
to date 

 
 Pursue, in collaboration with NYCC Business Support Services, an alternative method 

of paying pensioners abroad that builds in more robust continued eligibility checks  
 

Theme D – ‘Establishing the new communication framework for deferred members’ 
 

 Communicate the changes in the LGPS 2014 which are relevant to deferred 
members via a newsletter 

 
 Develop a process for deferred members to access personal calculations of the 

pension benefits available from age 55 onwards and put in place a process for 
applying for the payment of pension benefits before age 60, using electronic means 
as far as possible 

 

 Assess a national initiative to help people who have moved jobs, locations and 
even industries to find any missing ‘pension pots’ that belong to them 

 

 Continue to provide on-line Annual Benefit Statements, with the option for paper if 
requested 
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NORTH YORKSHIRE PENSION FUND (NYPF) 

2013 Funding Strategy Statement (FSS) 

 

This Statement has been prepared by North Yorkshire County Council (the Administering 
Authority) to set out the funding strategy for the North Yorkshire Pension Fund (the 
NYPF), in accordance with Regulation 35 of the Local Government Pension Scheme 
(Administration) Regulations 2008 (as amended) and the guidance paper issued by the 
Chartered Institute of Public Finance and Accountancy (CIPFA) Pensions Panel. 
 
1. INTRODUCTION 
 

The Local Government Pension Scheme (Administration) Regulations 2008 (as 
amended) (“the Administration Regulations”) provide the statutory framework from which 
the Administering Authority is required to prepare a FSS. The key requirements for 
preparing the FSS can be summarised as follows: 

 

 After consultation with all relevant interested parties involved with the Fund, the 
Administering Authority will prepare and publish their funding strategy.  

 
 In preparing the FSS, the Administering Authority must have regard to :- 

 

 the guidance issued by CIPFA for this purpose; and 
 

 the Statement of Investment Principles (SIP) for the NYPF published under 
Regulation 12 of the Local Government Pension Scheme (Management and 
Investment of Funds) Regulations 2009 (as amended); 

 

 The FSS must be revised and published whenever there is a material change in 
either the policy on the matters set out in the FSS or the Statement of Investment 
Principles. 

 

Benefits payable under the NYPF are guaranteed by statute (s.29 LGPS (Administration) 
Regulations, as amended) and thereby the pensions promise is secure.  The FSS 
addresses the issue of managing the need to fund those benefits over the long term, 
whilst at the same time, facilitating scrutiny and accountability through improved 
transparency and disclosure. 
 
The Scheme is a defined benefit arrangement with principally final salary related benefits 
from contributing members up to 1 April 2014 and Career Averaged Revalued Earnings 
(“CARE”) benefits earned thereafter.  There is also the introduction of a “50:50 Scheme 
Option”, where members can elect to accrue 50% of the full scheme benefits and pay 
50% of the normal member contribution. 

 
The benefits provided by the NYPF are specified in the governing legislation (the Local 
Government Pension Scheme (Benefits, Membership and Contributions) Regulations 
2007 (as amended) (“the BMC Regulations”) and the Administration Regulations referred 
to above.  New legislation contained in the Local Government Pension Scheme 
Regulations 2013 (“the 2013 Regulations”) governs the NYPF from 1 April 2014. The 
required levels of employee contributions from 1 April 2014 are also specified in the 2013 
Regulations.   
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Employer contributions are determined in accordance with the Administration 
Regulations which require that an actuarial valuation is completed every three years by 
the actuary, including a rates and adjustments certificate. Contributions to the NYPF 
should be set so as to “secure its solvency”, whilst the actuary must also have regard to 
maintaining as nearly constant a rate of contribution as possible. The actuary must have 
regard to the FSS in carrying out the valuation. 
 
2. PURPOSE OF THE FSS IN POLICY TERMS 
 
Funding is the making of advance provision to meet the cost of accruing benefit 
promises.  Decisions taken regarding the approach to funding will therefore determine 
the rate or pace at which this advance provision is made. Although the Regulations 
specify the fundamental principles on which funding contributions should be assessed, 
implementation of the funding strategy is the responsibility of the Administering Authority, 
acting on the professional advice provided by the actuary.  
 
The purpose of this Funding Strategy Statement is: 

 
 to establish a clear and transparent fund-specific strategy which will identify how 

employers' pension liabilities are best met going forward; 
 
 to support the regulatory requirement to maintain as nearly constant employer 

contribution rates as possible; and 
 

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

The intention is for this strategy to be both cohesive and comprehensive for the NYPF as 
a whole, recognising that there will be conflicting objectives which need to be balanced 
and reconciled.  Whilst the position of individual employers must be reflected in the 
statement, it must remain a single strategy for the Administering Authority to implement 
and maintain.  
 
3. AIMS AND PURPOSE OF THE NYPF 
 
The aims of the Fund are to: 
 

 enable employer contribution rates to be kept as nearly constant as possible and 
at reasonable cost to the taxpayers, scheduled, resolution and admitted bodies 

 
 manage employers’ liabilities effectively 

 
 ensure that sufficient resources are available to meet all liabilities as they fall due, 

and 
 

 maximise the returns from investments within reasonable risk parameters. 
 
The purpose of the Fund is to:  

 

 receive monies in respect of contributions, transfer values and investment income,  
 
 and pay out monies in respect of scheme benefits, transfer values, costs, charges 

and expenses as defined in the Local Government Pension Scheme 
(Administration) Regulations 2008 (as amended), the Local Government Pension 
Scheme (Benefits, Membership and Contributions) Regulations 2007 (as 
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amended), the 2013 Regulations and in the Local Government Pension Scheme 
(Management and Investment of Funds) Regulations 2009. 
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4. RESPONSIBILITIES OF THE KEY PARTIES 
 

The Administering Authority should: 
 
 collect employer and employee contributions 
 invest surplus monies in accordance with the Regulations 
 ensure that cash is available to meet liabilities as and when they fall due 
 manage the valuation process in consultation with the NYPF’s actuary 
 prepare and maintain an FSS and a SIP, both after due consultation with 

interested parties, and 
 monitor all aspects of the NYPF’s performance and funding and amend 

FSS/SIP. 
 
The Individual Employer should: 
 
 deduct contributions from employees’ pay correctly after determining the 

appropriate employee contribution rate (in accordance with the Regulations) 
 pay all contributions, including their own as determined by the actuary, promptly 

by the due date 

 exercise discretions within the regulatory framework 

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

 notify the Administering Authority promptly of all changes to membership or, as 
may be proposed, which affect future funding. 

The Fund actuary should: 
 
 prepare valuations including the setting of employers’ contribution rates after 

agreeing assumptions with the Administering Authority and having regard to the 
FSS 

 prepare advice and calculations in connection with bulk transfers and individual 
benefit-related matters,  

 advise on funding strategy, the preparation of the FSS, and the inter-relationship 
between the FSS and the SIP. 

 
5. SOLVENCY ISSUES AND TARGET FUNDING LEVELS 

 Funding Objective 

To meet the requirements of the Administration Regulations the Administering Authority’s 
long term funding objective is for the Fund to achieve and then maintain sufficient assets 
to cover 100% of projected accrued liabilities (the ”funding target”) assessed on an 
ongoing past service basis including allowance for projected final pay. In the long term, 
the employer rate would ultimately revert to the Future Service Rate. 
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Determination of the Funding Target and Recovery Period  

The principal method and assumptions to be used in the calculation of the funding target 
are set out in Appendix 1. 
 
Underlying these assumptions are the following two tenets: 

 that the Scheme is expected to continue for the foreseeable future; and 

 favourable investment performance can play a valuable role in achieving adequate 
funding over the longer term. 

This allows us to take a longer term view when assessing the contribution requirements 
for certain employers.  As part of this valuation when looking to potentially stabilise 
contribution requirements we will consider whether we can build into the funding plan the 
following:- 

 some allowance for changes in market conditions that have occurred since the 
valuation date; 

 some further allowance for interest rates and bond yields to revert to higher levels 
over the medium to long term. 

In considering this the Administering Authority, based on the advice of the Actuary, will 
consider if this results in a reasonable likelihood that the funding plan will be successful. 
As part of each valuation separate employer contribution rates are assessed by the 
actuary for each participating employer or group of employers. These rates are assessed 
taking into account the experience and circumstances of each employer, following a 
principle of no cross-subsidy between the distinct employers in the Scheme.   
 
In attributing the overall investment performance obtained on the assets of the Scheme 
to each employer a pro-rata principle is adopted. This approach is effectively one of 
applying a notional individual employer investment strategy identical to that adopted for 
the Scheme as a whole (except where an employer adopts a bespoke investment 
strategy – see below). 
 
The Administering Authority, following consultation with the participating employers, has 
adopted the following objectives for setting the individual employer contribution rates 
arising from the 2013 actuarial valuation: 
 

 A default recovery period of 21 years will apply. 
 

 In addition, at the discretion of the Administering authority, a maximum deficit 
recovery period of 27 years will apply. Employers will have the freedom to adopt a 
recovery plan on the basis of a shorter period if they so wish. A shorter period may 
be applied in respect of particular employers where the Administering Authority 
considers this to be warranted (see Deficit Recovery Plan below). 

 
 In the current circumstances, as a general rule, the Fund does not believe it 

appropriate for contribution reductions to apply compared to the 2010 funding plan 
where substantial deficits remain.  Contribution reductions may only apply if an 
employer’s deficit recovery period is at most 15 years. 

 
 For any open employers assessed to be in surplus, their individual contribution 

requirements will be adjusted to such an extent that any surplus is used (ie run-off) 
over a 15 year period (if surpluses are sufficiently large, contribution requirements 
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         will be set to a minimum nil total amount). The current level of contributions will be 
         phased down as appropriate.  
 

The employer contributions will be expressed and certified as two separate 
        elements: 

a percentage of pensionable payroll in respect of the future accrual of benefit 

a schedule of lump sum amounts over 2014/17 in respect of the past service 
   deficit subject to the review from April 2017 based on the results of the 2016 
   actuarial valuation. 
 

On the cessation of an employer’s participation in the Scheme, the actuary will be 
         asked to make a termination assessment. Any deficit in the Scheme in respect of 
         the employer will be due to the Scheme as a termination contribution, unless it is 
         agreed by the Administering Authority and the other parties involved that the assets 
        and liabilities relating to the employer will transfer within the Scheme to another 
        participating employer. The full termination policy is set out in Appendix 3. 
 

However, the Administering Authority has ultimate discretion where the particular 
circumstances of any given Employer warrant a variation from these objectives. 
 
In determining the above objectives the Administering Authority has had regard to: 
 

the responses made to the consultation with employers on the FSS principles 

relevant guidance issued by the CIPFA Pensions Panel 

the need to balance a desire to attain the target as soon as possible againstthe     
    short-term cash requirements which a shorter period would impose, and 

the Administering Authority’s views on the strength of the participating 
     employers’ covenants in achieving the objective. 

Deficit Recovery Plan 

If the assets of the scheme relating to an employer are less than the funding target at the 
effective date of any actuarial valuation, a recovery plan will be put in place, which 
requires additional contributions from the employer to meet the shortfall. 

Additional contributions will be expressed as annual monetary lump sums, subject to 
review based on the results of each actuarial valuation. 

In determining the actual recovery period to apply for any particular employer to 
employer grouping, the Administering Authority may take into account some or all of the 
following 
factors: 
 

the size of the funding shortfall; 

the business plans of the employer; 

the assessment of the financial covenant of the Employer; and the security of future     
     income streams 

any contingent security available to the Fund or offered by the Employer such as     
     guarantor or bond arrangements, charge over assets, etc. 

length of expected period of participation in the Fund. 
 

The assumptions to be used in these Recovery Plan calculations are set out in Appendix 
2 
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It is acknowledged by the Administering Authority that, whilst posing a relatively low risk 
to the Fund as a whole, a number of smaller employers may be faced with significant 
contribution increases that could seriously affect their ability to function in the future.  The 
Administering Authority therefore, after specific agreement has been obtained by Fund 
Officers from the North Yorkshire Pension Fund Committee, would be willing to use its 
discretion to negotiate an evidence based affordable level of contributions for the 
organisation for the three years 2014/17.  Any application of this option is at the ultimate 
discretion of the Administering Authority and will only be considered after the provision of 
the appropriate evidence.      
 
The Normal Cost of the Scheme (Future Service Contribution Rate) 
In addition to any contributions required to rectify a shortfall of assets below the funding 
target, contributions will be required to meet the cost of future accrual of benefits for 
members after the valuation date (the “normal cost”). The method and assumptions for 
assessing these contributions are also set out in Appendix 1. 
 
6. LINK TO INVESTMENT POLICY SET OUT IN THE STATEMENT OF 

INVESTMENT PRINCIPLES 
 

The results of the 2013 valuation show the liabilities at 31 March 2013 to be 73% covered 
by the current assets, with the funding deficit of 27% being covered by future deficit 
contributions.  

 
In assessing the value of the NYPF’s liabilities in the valuation, allowance has been 
made for asset out-performance as described in Appendix 1, taking into account the 
investment strategy adopted by the NYPF, as set out in the SIP. 

 
It is not possible to construct a portfolio of investments which produces a stream of 
income exactly matching the expected liability outgo.  However, it is possible to construct 
a portfolio which closely matches the liabilities and represents the least risk investment 
position.  Such a portfolio would consist of a mixture of long-term index-linked and fixed 
interest gilts. Investment of the NYPF’s assets in line with the least risk portfolio would 
minimise fluctuations in the NYPF’s ongoing funding level between successive actuarial 
valuations. 

 
Departure from a least risk investment strategy, in particular to include equity type 
investments, gives the prospect that out-performance by the assets will, over time, 
reduce the contribution requirements.  The funding target might in practice therefore be 
achieved by a range of combinations of funding plan, investment strategy and investment 
performance. 
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The current benchmark investment strategy, as set out in the SIP, is: 
 

Asset Class (Summary) % 

  Equities 50-75 
  Liability matching 15-30 
 Alternatives(excluding property) 5-10 
 Property 5-10 
 TOTAL 100 

 
 

 
The funding strategy adopted for the 2013 valuation is based on an assumed asset out-
performance of 1.6% per annum. 
 
Bespoke Investment Strategy 
 
The Investment Strategy adopted by NYPF is determined for the Fund as a whole.  This 
Strategy takes into account the characteristics of NYPF as a whole, and therefore those 
of the constituent employers as an aggregated entity - it does not seek to distinguish 
between the individual liability profiles of different employers.  The Strategy adopted to 
date, as reflected in the current SIP, is to invest a significant proportion of the assets in 
equities.  Such investments offer a higher expected return, but also carry a higher level of 
risk.   
 
NYPF is prepared to offer any employer the opportunity to adopt a Bespoke Investment 
Strategy (eg 100% bonds).  However, to the extent that any Bespoke Investment 
Strategy will necessitate different investment return assumptions to those used by the 
Actuary for NYPF overall, there may be a consequential impact on the contribution rate 
calculated for that employer. 
 
In addition, if an employer opts for a Bespoke Investment Strategy, NYPF reserves the 
right to determine the most appropriate way of arranging for the investment of the 
relevant share of the assets according to that Bespoke Strategy. 
 
   
7. IDENTIFICATION OF RISKS AND COUNTER MEASURES 
The funding of defined benefits is by its nature uncertain. Funding of the NYPF is based 
on both financial and demographic assumptions.  These assumptions are specified in the 
Appendices and the actuarial valuation report.  When actual experience is not in line with 
the assumptions adopted a surplus or shortfall will emerge at the next actuarial 
assessment and will require a subsequent contribution adjustment to bring the funding 
back into line with the target.   
The Administering Authority has been advised by the actuary that the greatest risk to the 
NYPF’s funding is the investment risk inherent in the predominantly equity (or return 
seeking) based strategy, so that actual asset out-performance between successive 
valuations could diverge significantly from the overall out performance assumed in the 
long term. 
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What are the Risks? 
 
Financial  

 Investment markets fail to perform in line with expectations 
 Market yields move at variance with assumptions 
 Investment Fund Managers fail to achieve performance targets over the longer term 
 Asset re-allocations in volatile markets may lock in past losses 
    Pay and price inflation significantly more or less than anticipated 
 Effect of possible increase in employer’s contribution rate on service delivery and 

admitted/scheduled bodies 
Demographic 

 Longevity horizon continues to expand 
 Deteriorating pattern of early retirements (including those granted on the grounds of 

ill health) 
Insurance of certain benefits 

The contributions for any employer may be varied as agreed by the Actuary and 
Administering Authority to reflect any changes in contribution requirements as a result of 
any benefit costs being insured with a third party or internally within the Fund. 
 

Regulatory 
 Further changes to Regulations, e.g. more favourable benefits package, potential 

new entrants to scheme, e.g. part-time employees 
 Changes to national pension requirements and/or HMRC rules 

Governance 

 Administering Authority unaware of structural changes in employer’s  membership 
(e.g. large fall in employee numbers, large number of retirements) 

 Administering Authority not advised of an employer closing to new entrants 
 An employer ceasing to exist with insufficient funding or adequacy of a bond. 
 Changes in Committee membership. 

 
8. MONITORING AND REVIEW 
 
The Administering Authority has taken advice from the actuary in preparing this 
Statement, and has also consulted with employing organisations. 
 
A full review of this Statement will occur no less frequently than every three years, to 
coincide with completion of a full actuarial valuation.  Any review will take account of then 
current economic conditions and will also reflect any legislative changes. 
 
The Administering Authority will monitor the progress of the funding strategy between full 
actuarial valuations.  If considered appropriate, the funding strategy will be reviewed 
(other than as part of the triennial valuation process), for example: 
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 if there has been a significant change in market conditions, and/or deviation in the 
progress of the funding strategy 

 if there have been significant changes to the NYPF membership, or LGPS benefits  
 if there have been changes to the circumstances of any of the employing authorities 

to such an extent that they impact on or warrant a change in the funding strategy 
e.g. closure to new entrants 

 if there have been any significant special contributions paid into the NYPF 
 
 
 
North Yorkshire County Council 
as administering authority for the North Yorkshire Pension Fund 
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APPENDIX 1 

ACTUARIAL VALUATION AS AT 31 MARCH 2013 
 

Method and assumptions used in calculating the funding target 

Method 

The actuarial method to be used in the calculation of the funding target is the Projected 
Unit method, under which the salary increases assumed for each member are projected 
until that member is assumed to leave active service by death, retirement or withdrawal 
from service. This method implicitly allows for new entrants to the scheme on the basis 
that the overall age profile of the active membership will remain stable. As a result, for 
those employers which are closed to new entrants, an alternative method is adopted (the 
Attained Age method), which makes advance allowance for the anticipated future  
ageing and decline of the current closed membership group.  

Financial assumptions 

Investment return (discount rate) 

A yield based on market returns on UK Government gilt stocks and other instruments 
which reflects a market consistent discount rate for the profile and duration of the 
Scheme’s accrued liabilities, plus an Asset Out-performance Assumption (“AOA”) 1.6% 
per annum .   
 
The asset out-performance assumptions represent the allowance made, in calculating 
the funding target, for the long term additional investment performance on the assets of 
the Fund relative to the yields available on long dated gilt stocks as at the valuation date.  

Inflation (Consumer Prices Index) 

The inflation assumption will be taken to be the investment market’s expectation for RPI 
inflation as indicated by the difference between yields derived from market instruments, 
principally conventional and index-linked UK Government gilts as at the valuation date, 
reflecting the profile and duration of the Scheme’s accrued liabilities, but subject to the 
following two adjustments: 

 an allowance for supply/demand distortions in the bond market is incorporated, 
and 

 due to retirement pensions being increased annually by the change in the 
Consumer Price Index rather than the Retail Price Index, The overall reduction to 
RPI inflation implied by the market at the valuation date is 1.0% per annum. 

Salary increases 

The assumption for real salary increases (salary increases in excess of price inflation) in 
the long term will be determined by an allowance of 1.5% p.a. over the inflation 
assumption as described above.  This includes allowance for promotional increases.  In 
addition to the long term salary increase assumption allowance has been made for 
expected short term pay restraint for all employers in the fund.  This results in a total 
salary increase of 1% per annum for 2 years and in line with assumed CPI Inflation of 
2.6% per annum for 3 years. 
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Pension increases/Indexation of CARE benefits 

Increases to pensions are assumed to be in line with the inflation (CPI) assumption 
described above. This is modified appropriately to reflect any benefits which are not fully 
indexed in line with the RPI (e.g. Guaranteed Minimum Pensions in respect of service 
prior to April 1997). 

Demographic assumptions 

Mortality 

The mortality in retirement assumptions will be based on up-to-date information in 
relation to self-administered pension schemes published by the Continuous Mortality 
Investigation (CMI), making allowance for future improvements in longevity and the 
experience of the scheme.  The mortality tables used are set out below, with a loading 
reflecting NYPF specific experience. The derivation of the mortality assumption is set out 
in a separate paper as supplied by the Actuary. Current members who retire on the 
grounds of ill health are assumed to exhibit average mortality equivalent to that for a 
good health retiree at an age 4 years older whereas for existing ill health retirees we 
assume this is at an age 3 years older.  For all members, it is assumed that the 
accelerated trend in longevity seen in recent years will continue in the longer term and as 
such, the assumptions build in a minimum level of longevity ‘improvement’ year on year 
in the future in line with the CMI projections subject to a minimum rate of improvement of 
1.5% per annum. 
 
The mortality before retirement has also been adjusted based on LGPS wide experience. 
 
Commutation 
It has been assumed that, on average, 50% of retiring members will take the maximum 
tax-free cash available at retirement and 50% will take the standard 3/80ths cash sum. 
The option which members have to commute part of their pension at retirement in return 
for a lump sum is a rate of £12 cash for each £1 p.a. of pension given up.  

Other Demographics 

Following an analysis of Fund experience carried out by the Actuary, the incidence of 
retirement in normal health and in ill health and the proportions married/civil partnership 
assumption have been modified from the last  valuation.  Other assumptions are as per 
the last valuation. 

Expenses 

Expenses are met out the Fund, in accordance with the Regulations. This is allowed for 
by adding 0.4% of pensionable pay to the contributions as required from participating 
employers. This addition is reassessed at each valuation. Investment expenses have 
been allowed for implicitly in determining the discount rates. 

Discretionary Benefits 

The costs of any discretion exercised by an employer in order to enhance benefits for a 
member through the Fund will be subject to additional contributions from the employer as 
required by the Regulations as and when the event occurs.  As a result, no allowance for 
such discretionary benefits has been made in the valuation  
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Method and assumptions used in calculating the cost of future accrual 

 
The cost of future accrual (normal cost) will be calculated using the same actuarial 
method and assumptions as used to calculate the funding target except that the financial 
assumptions adopted will be as described below. 
 
The financial assumptions for assessing the future service contribution rate should take 
account of the following points: 

 contributions will be invested in market conditions applying at future dates, which 
are unknown at the effective date of the valuation, and which are not directly 
linked to market conditions at the valuation date; and 

 the future service liabilities for which these contributions will be paid have a longer 
average duration than the past service liabilities. 

The financial assumptions in relation to future service (i.e. the normal cost) are not 
specifically linked to investment conditions as at the valuation date itself, and are based 
on an overall assumed real return (i.e. return in excess of price inflation) of 3.0% per 
annum, with a long term average assumption for consumer price inflation of 2.6% per 
annum. These two assumptions give rise to an overall discount rate of 5.6% p.a (i.e. 
3.0% plus 2.6%).  
Adopting this approach the future service rate is not subject to variation solely due to 
different market conditions applying at each successive valuation, which reflects the 
requirement in the Regulations for stability in the “Common Rate” of contributions. In 
market conditions at the effective date of the 2013 valuation this approach gives rise to a 
slightly  more optimistic stance (i.e. allows for a higher AOA) in relation to the cost of 
accrual of future benefits compared to the market related basis used for the assessment 
of the funding target. 

At each valuation the cost of the benefits accrued since the previous valuation will 
become a past service liability. At that time any mismatch against gilt yields and the asset 
out-performance assumptions used for the funding target is fully taken into account in 
assessing the funding position. 
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Summary of key whole Fund assumptions used for calculating funding target and 
cost of future accrual (the “normal cost”) for the 2013 actuarial valuation 

 
Demographic assumptions 

The post retirement mortality tables adopted for this valuation are as follows: 
 

 
 

 

 

 

Long-term gilt yields  
 Fixed interest 3.2% p.a. 
 Index linked -0.4% p.a. 
Past service Funding Target financial  
assumptions 

 

 Investment return/Discount Rate 4.8% p.a. 
 CPI price inflation 2.6% p.a. 
 Long Term Salary increases 4.1% p.a. 
 Pension increases/indexation of 

CARE benefits 
2.6% p.a. 

Future service accrual financial  
assumptions 

 

 Investment return 5.6% p.a. 
 CPI price inflation 2.6% p.a. 
 Long Term Salary increases 4.1% p.a. 
 Pension increases/indexation of 

CARE benefits 
2.6% p.a. 
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Other demographic assumptions are noted below: 

 

Withdrawal  As for 2010 valuation 
Other demographics  
 

Based on LG scheme specific 
experience. 

50:50 Option No allowance 
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APPENDIX 2 

 
Assumptions used in calculating contributions payable under the recovery plan 
 
 
The contributions payable under the recovery plan are calculated using the same 
assumptions as those used to calculate the funding target, with the exception that, for 
certain employers which are considered by the Administering Authority to provide a high 
level of financial covenant and are required to increase contributions (compared to the 
2014/15 levels that would have been payable under the previous funding plan), an 
allowance may be made as part of the recovery plan for interest rates and bond yields to 
revert to higher levels over a period of 10 years.    
 
In isolation, the effect of this increase in yields is to reduce the funding deficit by primarily 
lowering the value of the fund’s liabilities over time, thus reducing the level of deficit 
contributions required by the employer during the recovery period. 

Increases in yields on fixed and index linked gilts  

A maximum increase in fixed and index linked gilt yields of 0.4% p.a. reflecting expected 
increases in gilt yields over a 10 year period.   
 
As indicated above, this variation to the assumptions in relation to the recovery plan can 
only be applied for those employers which the Administering Authority deems to be of 
sufficiently high financial covenant to support the anticipation of increased gilt yields over 
the entire duration of the recovery period. No such variation in the assumptions will apply 
in any case to any employer which does not have a funding deficit at the valuation (and 
therefore for which no recovery plan is applicable). Where a funding deficit exists the 
impact of the anticipated increases in gilt yields will be limited so that the total employer 
contributions emerging from the valuation will be no less the 2014/15 levels that would 
have been payable under the previous funding plan. 
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North Yorkshire Pension Fund 

 

Admissions and Terminations Funding Policy  

 

 

1 Introduction 
 

1.1  This document details the North Yorkshire Pension Fund’s (NYPF) policy on 
admissions into the Fund, the methodology for assessment of a termination 
payment on the cessation of an admission body’s participation in the NYPF, 
and considerations for current admission bodies. It supplements the general 
funding policy of the Fund as set out in the Funding Strategy Statement 
(FSS). 

 
1.2 Admission bodies are required to have an “admission agreement” with the 

Fund.  In conjunction with the Regulations, the admission agreement sets out 
the conditions of participation of the admission body including which 
employees (or categories of employees) are eligible to be members of the 
Fund. 

 
1.3 A standard data base of all current admission bodies participating in the 

NYPF, recording relevant details of the admission agreement and funding 
arrangements for each body, is maintained by the Fund.  This data base is a 
live document and will be updated as new bodies are admitted to the NYPF.  

 
 1.4 This document is reviewed periodically and updated where changes are 

required, either in line with statutory requirements or where pragmatic 
solutions have been identified to deal with new scenarios or approaches.  

 

2 Principles 
 

 Termination of an admission agreement 
 

2.1 When an admission agreement comes to its end, or is prematurely terminated 
for any reason, employees may transfer to another employer, either within the 
Fund or elsewhere.  If this is not the case the employees will retain pension 
rights within the Fund i.e. either deferred benefits or immediate retirement 
benefits.   

 
2.2 In addition to any liabilities for current employees the Fund will also retain 

liability for payment of benefits to former employees, i.e. to existing deferred 
and pensioner members. 

 
2.3 In the event that unfunded liabilities arise that cannot be recovered from the 

admission body, these will normally fall to be met by the Fund as a whole (i.e. 
all employers) unless there is a guarantor or successor body within the Fund. 

 
2.4 The NYPF’s policy is that a termination assessment will be made based on a 

least risk (i.e. “matched”) funding basis, unless the admission body has a 
guarantor within the Fund or a successor body exists to take over the 
admission body’s liabilities (including those for former employees). This is to 
protect the other employers in the Fund as, at termination, the admitted 
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body’s liabilities will become “orphan liabilities” within the Fund, and there will 
be no recourse to the admission body if a shortfall emerges in the future (after 
the admission has terminated). 

 
2.5 If, instead, the admission body has a guarantor within the Fund or a 

successor body exists to take over the admission body’s liabilities, the 
NYPF’s policy is that the Triennial Valuation funding basis will be used for the 
termination assessment. The guarantor or successor body will then, following 
any termination payment made, subsume the assets and liabilities of the 
admission body within the Fund (sometimes known as the “novation” of the 
admission agreement). This may, if agreed by the successor body, include 
the novation to the successor of any funding deficit on closure, in place of a 
termination payment being required of the admission body itself. 

 
2.6 The LGPS (Miscellaneous) Regulations 2012 allow for Scheme Employers to 

be subject to a deficit payment on termination. The Administering Authority 
will decide the actuarial funding basis to apply for such a termination 
assessment after taking advice from the actuary to the NYPF and considering 
the particular circumstances of the Scheme Employer.  

 
 Funding basis / Controlled Flexibility 
  

2.7 An admission body may choose to pre-fund for termination i.e. to amend their 
funding approach to a matched methodology and assumptions. This will 
substantially reduce the risk of an uncertain and potentially large debt being 
due to the Fund at termination.  However, it is also likely to give rise to a 
substantial increase in contribution requirements, when assessed on the 
matched basis. 

 
2.8 For any admission bodies funding on such a matched strategy a notional 

investment strategy will be assumed as a match to the liabilities. In particular 
the admission body’s notional asset share of the Fund will be credited with an 
investment return in line with the matched funding assumptions adopted 
rather than the actual (largely equity related) investment return generated by 
the actual asset portfolio of the Fund. The Fund reserves the right to modify 
this approach in any case where it might materially affect the finances of the 
Scheme, or depending on any case specific circumstances. 

 
 Administering Authority options 
 

2.9  The preference of the NYPF is for the Administering Authority to commission 
a risk assessment from the actuary to the NYPF on behalf of the potential 
admitted body, in line with the LGPS (Miscellaneous) Regulations 2012, 
effective from 1 October 2012, which requires a risk assessment to be carried 
out to the satisfaction of the Administering Authority. Where the potential 
admission body instead insists on carrying out the risk assessment (either 
themselves or by commissioning a third party), this must be done to the 
satisfaction of the Administering Authority (and the transferring employer 
where appropriate).  

 
2.10 In order to protect other Fund employers, when considering applications for 

admission body status the Administering Authority’s clear preference is that 
there should be a guarantor within the Fund.  However, where there is no 

Appendix 3

70



 3 

guarantor within the Fund, the Administering Authority will consider other 
applications on a case-by-case basis and can determine that:  

 
 The admission body must pre-fund for termination with contribution 

requirements assessed using the matched methodology and 
assumptions; and/or 

 
 The admission body must have a bond or indemnity from an appropriate 

third party in place. The actuary to the NYPF will be asked to carry out a 
risk assessment as per paragraph 2.9, with the level of any bond 
requirement being determined by the Administering Authority; and/or  

 
 The admission body may be subject to any other requirements, such as 

monitoring specific factors, as the Administering Authority may decide; or 
 

 The admission body’s application may be refused. 
 

2.11  Some aspects that the Administering Authority may consider when deciding 
whether to apply any of the options under 2.10 above, in the absence of a 
guarantor, are:  

 
 Uncertainty over the security of the organisation’s funding sources e.g. the 

admission body relies on voluntary or charitable sources of income or has 
no external funding guarantee/reserves; 
 

 If the admission body has an expected limited lifespan of participation in 
the Fund; 

 
 The average age of employees to be admitted and whether the admission 

is closed to new joiners. 
  

3 Implementation  
 

 New admissions (admitted on or after 26/5/2011) 
 

3.1 With effect from 26 May 2011 the NYPF will apply the above principles to the 
admission of new bodies into the Fund and to the methodology for 
assessment of a termination payment on the cessation of such an admission 
body’s participation in the NYPF.  

 
Transferee admission bodies (TABs) 
 

3.2 Transferee admission bodies generally will have a guarantor in the Fund 
since the Regulations require that, in the event of any unfunded liabilities on 
the termination of the admission, the contribution rate for the relevant Scheme 
Employer should be revised. Accordingly, in general, the matched approach 
to funding and termination will not apply for TABs. 

 
3.3 On termination of a TAB admission, any orphan liabilities in the Fund will be 

subsumed by the relevant Scheme Employer. 
 

3.4 An assessment of the level of risk on premature termination of the contract 
will be carried out, as detailed in paragraph 2.9. As the Scheme Employer is 
effectively the ultimate guarantor for these admissions to the NYPF the 
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decision over the level (if any) of any bond requirement for the transferee 
admission body is the responsibility of the Scheme Employer, and should be 
agreed by the contractor and Scheme Employer as part of the commercial 
negotiation, to the satisfaction of the Administering Authority.  

 
3.5 Deficit recovery periods for TABs will be set in line with the Fund’s general 

policy as set out in the FSS. 
 

3.6 An exception to the above policy applies if the guarantor is not a participating 
employer within the NYPF, including if the guarantor is a participating 
employer within another LGPS Fund. In order to protect other employers 
within the NYPF the Administering Authority may in this case treat the 
admission body as if it has no guarantor.  

 
Community admission bodies (CABs) 

 
3.7 From 1 October 2012, as per the requirements of the LGPS (Miscellaneous) 

Regulations 2012, paragraph 2.9 will apply for the admission of a CAB.  
 
3.8 The NYPF’s policy is to consider applications on a case-by-case basis, in line 

with the principles set out above. In general, a guarantor will be required to 
the Admission Agreement.  If a guarantor (of sufficient standing acceptable to 
the Fund) is not forthcoming the admission will either not be approved or the 
Administering Authority may, if it deems appropriate, accept the admission 
subject to the requirements as described in paragraph 2.10 above.  If 
required, any bond amount will be subject to review on a regular basis. 

 
In the case of some bodies such as housing management or leisure facilities 
which are set up under a trust arrangement and effectively have a council as 
a guarantor under the Admission Agreement, then the admission will be 
approved and no risk assessment will be required. 

 
3.9 In a similar way, with effect from 1 April 2008, new town and parish councils 

entering the Fund will be treated as follows: 
 

 If a guarantor (of sufficient standing acceptable to the Fund) is 
forthcoming then the admission will be approved with the valuation 
funding basis used for the termination assessment and calculation of 
ongoing contribution requirements. 

 If there is no guarantor then the admission body must pre-fund for 
termination with contribution requirements assessed using the matched 
methodology and assumptions. 

3.10 Deficit recovery periods will be determined consistent with the policy set out in 
the FSS.  Alternatively, the Administering Authority may determine an 
employer specific deficit recovery period will apply. 

 
 Existing admissions (admitted prior to 26/5/2011) 

 
3.11 A review of all current admission bodies participating in the NYPF has been 

conducted with the relevant details documented in the data base maintained 
by the Fund.  
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3.12 The NYPF policy is that these existing admissions will be notionally “ring-
fenced” with the valuation funding basis used for the termination assessment 
and calculation of ongoing contribution requirements.  In the event that 
unfunded liabilities arise that cannot be recovered from the admission body at 
termination and in the absence of a guarantor or successor body, these will 
fall to be met by the Fund as a whole. 

 
Notification of Termination 
 

3.13 In many cases, termination of the admission is an event that can be foreseen, 
for example, because the organisation’s operations may be planned to be 
discontinued.  In this case admission bodies are required to open a dialogue 
with the Fund to commence planning for the termination as early as possible. 
Where termination is disclosed in advance the Fund will operate procedures 
to reduce the sizeable volatility risks to the debt amount in the run up to actual 
termination of the admission.  Effectively, this will be achieved by “locking in” 
to financial conditions for the termination prior to that date, and the 
hypothecation of a notionally matched investment strategy.  The Fund 
reserves the right to modify this approach in any case where it might 
materially affect the finances of the Scheme, or depending on any case 
specific circumstances. 

  
 Grouped bodies  

 
3.14 The NYPF currently groups the following types of employers for contribution 

rate setting purposes: 
 

 Grouped Scheduled Bodies (Town and Parish Councils admitted prior to 
31 March 2008). 

 NYCC - Local Management of Schools (NYCC LMS) Pool 

 City of York – Local Management of Schools (COY LMS) Pool 

 Further details of these groupings are set out below. 

 Grouped Scheduled Bodies  
 

3.15 The NYPF policy is that, on termination of participation within the grouped 
scheduled bodies, the termination assessment is based on a simplified share 
of deficit approach. This involves disaggregating the outgoing body from the 
group by calculating the notional deficit share as at the last actuarial valuation 
of the Fund, in proportion to the respective payrolls for the body and the 
group as a whole, and then adjusting to the date of exit. The adjustment to 
the date of exit will normally be made in line with the assumptions adopted as 
at the last actuarial valuation unless the actuary and Administering Authority 
consider that the circumstances warrant a different treatment, for example, to 
allow for actual investment returns over the period from the last actuarial 
valuation to exit. 

 
3.16 In line with the NYPF’s policy for existing admission bodies, the share of 

deficit will be assessed based on the ongoing valuation funding basis for the 
group as a whole at the last actuarial valuation.   
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3.17 Any unfunded liability that cannot be reclaimed from the outgoing body will be 
underwritten by the group and not all employers in the Fund. 

 
3.18 Following the termination of a grouped body, any residual liabilities and 

assets in respect of that body will be subsumed by any guarantor body for the 
group, or in the absence of a guarantor, subsumed by the Fund as a whole. 

 
 Local Management of Schools (LMS) Pool 
 
 

3.19 The LMS pool refers to the grouping of some transferee admission bodies 
relating to catering and cleaning contracts within schools. On the admission of 
each such body to the Fund, the Assistant Director, Finance & Central 
Services for CYPS appropriate assistant director at North Yorkshire County 
Council will determine whether they should be included in the LMS pool.  

 
3.20 Employers in the LMS pool will pay the same contribution rate as that payable 

by North Yorkshire County Council or City of York depending on which pool 
they are in. 

 
3.21 At each triennial actuarial valuation, for the purpose of determining the 

contributions, the Actuary will pool together the assets and liabilities in 
respect of the Council and all other employers included in that Council’s LMS 
pool. The contribution rate so determined will be payable by all the employer 
members of that Council’s LMS pool. 

 
3.22 On termination of an admission body within the LMS pool, no termination 

valuation will be calculated. The assets and liabilities relating to the 
employees will be subsumed by North Yorkshire County Council or City of 
York depending on which pool they are in. 
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PART F 

 

Communications Policy Statement 

June 2014 

 

If you require this information in an alternative language or another format such as 
large type, audio cassette or Braille, please contact the Pensions Help & Information 
Line on 01609 536335 
 
INDEX 

Section Content 

1 Background 

2 Objectives 

3 Stakeholders 

4 Methods of Communication 

5 Annual Communications Strategy 

6 Key Policy / Strategy documents 

7 Review of this Policy Statement 

8 Further information 

 
COMMUNICATIONS POLICY STATEMENT 

 
1.0 BACKGROUND 

 
1.1 All Local Government Pension Scheme (LGPS) Funds in England and Wales 
are required to publish a Statement under the LGPS (Amendment) (No 2) 
Regulations 2005 relating to the Communications Strategy for the Fund. 
 
1.2 The key requirements for preparing the Statement are summarised as follows: 
(a) the Administering Authority will prepare, publish and review a policy 

statement setting out its communication strategy for communicating with 

members, members’ representatives, prospective members and 

employing authorities; and for the promotion of the Scheme to 

prospective members and their employing authorities. 

(b) the statement must be revised and published whenever there is a 

material change in the policy. 

 
1.3 North Yorkshire County Council (NYCC) as the administering authority for the 
North Yorkshire Pension Fund (NYPF) has published this Statement in 
accordance with these Regulations. This Statement has been prepared in 
consultation with appropriate interested parties. 
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2.0 OBJECTIVES 

 
2.1 The Fund’s objectives in communicating with stakeholders (as defined in 
Section 3 below) are: 

 to keep all stakeholders informed about the management and administration 
of the NYPF 

 to inform stakeholders to enable them to make the decisions they need to 
make regarding pensions and the NYPF 

 to consult major stakeholders on changes to regulations, policies and 
procedures that affect the NYPF 

 to promote the Local Government Pension Scheme as an important tool in 
recruitment and as a benefit to scheme members 

 to use the most effective ways of communicating with stakeholders 
 to seek continuous improvement in the way we communicate 

 
2.2 The Fund also needs to ensure that Stakeholders find it easy and convenient 
to communicate with the Fund. 
 
3.0 STAKEHOLDERS 

 
3.1 The key stakeholders for the NYPF are: 

 the County Council’s Pension Fund Committee who make decisions about 
the way the Pension Fund and pension benefits are managed and 
administered 

 the Advisory Panel of employer representatives and other stakeholders 
which has been established to advise the Pension Fund Committee on policy 
matters as well as provide a scrutiny function 

 scheme employers who use the scheme to help recruit, retain and support 
employees and who themselves contribute to the Fund 

 scheme members (current contributors, deferred and retired members) and 
their representatives who are ultimately the recipients of the benefits of the 
pension scheme 

 prospective scheme members who are eligible to benefit from the scheme 
but have not yet joined 

 staff employed by the County Council and other employers who are 

responsible for the management and operation of the Pension Fund and 
pension benefits 

 
3.2 Other stakeholders who contribute to the NYPF include – 

 the Fund Actuary 
 the Investment Adviser 
 the Investment Consultant 
 the Independent Professional Observer 
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 investment managers 
 the asset custodian 
 the AVC provider 
 the Fund Solicitor 

 
3.3 Because the stakeholders referred to in paragraph 3.2 above are the 
providers of services to the Fund, it is important that communication with them 
exists both to and from the Fund. Thus they must be made aware of changes 
affecting the Fund as well as have the ability and the means to provide advice / 
feedback, etc, to the Fund. 
 
4.0 METHODS OF COMMUNICATION 

 
4.1 There are a variety of methods of communication adopted by the Fund. These 
are identified below with reference to each of the key stakeholders listed in 
Section 3 above. 
 
4.2 The items marked with an * are available on the NYPF website. 
 
Pension Fund Committee 

4.3 The following are used to provide information to Committee Members: 
 agenda papers – these are prepared for each Committee meeting and cover 

all matters (ie benefit administration and investment of the Fund’s assets) 
relating to policy and performance of the Fund 

 newsletters* - Committee Members receive copies of all newsletters issued by 
NYPF 

 workshops – organised for specific purposes usually linked to the review of a 
major piece of NYPF policy (eg Investment Strategy) 

 third party training sessions – details are circulated to all Members on a 
regular basis 

 

Advisory Panel 

4.4 The Panel receives the same information as provided to Committee members 
(see paragraph 4.3 above) 
 

Scheme Employers 

4.5 The following will be provided to all Scheme Employers: 
 newsletter* – updates delivered electronically 
 technical material – any information connected with the Scheme and its 

administration is issued to Employer nominated liaison officer(s) 
 consultation – opportunities for NYPF/Employer consultation wherever a 

collaborative approach is appropriate or policy changes are proposed or 
required 
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 website – including discrete area for ‘employer only’ information 
 Pension Fund Officer Group (NYPFOG) – regular meetings held between 

NYPF and Employer representatives 
 one to one employer meetings – dealing with any matters arising between 

NYPFOG meetings including training employers’ staff engaged in pension 
administration activities 

 Employers Guide* – detailing pension administration processes 
 Pensions Administration Strategy* – agreed protocol setting out the respective 

responsibilities of NYCC (as the administering authority of the Fund) and the 
Fund’s Employing Authorities 

 Communications Strategy setting out the current communication 
arrangements and future developments 

 Employer access to employee data – a means of providing data on line 
including starters, leavers, amendments and contributions 

 Admission Agreements – provide advice, process management and data 
analysis for any prospective employer pursuing admitted body status 

 

Scheme Members 

4.6 The following will be provided to active, deferred and retired members – 
 Scheme Guide (short guide)* – downloaded by new members of the Scheme 

or provided in hard copy on request by employers 
 Scheme Guide (full)* - provided on request 
 Membership Certificate (Statutory Notice) – confirmation of participation in the 

LGPS following the commencement of employment 
 estimate of benefits* – calculated by members online or provided on request 

in appropriate cases 
 annual benefit statement* – provided on-line for active and deferred members 

or can be provided in hard copy on request 
 newsletter* – as appropriate for active members (but not less frequently than 

annual) and once per year for retired members 
 pre-retirement courses – support for employer led courses as required up to 6 

times per year 
 membership data on-line* – personal data securely available to active and 

deferred members  
 satisfaction surveys – conduct surveys for qualitative assessments on such 

matters as payment of retirement benefits, satisfaction with call-handling etc 
 pay advice (sent to pensioners) 
 replies to any correspondence by letter or e-mail  
 helpline – contact available via telephone during office hours or voicemail out 

of office hours 
 website – including online benefits calculator and other self-service facilities 
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Prospective Scheme Members 

4.7 The following will be available to prospective members: 
 Scheme Guide (short guide)* - distributed via the employers to all new 

employees or downloaded from the website 
 direct promotion – will assist the employer in promoting the Scheme via 

employer communication systems eg pay advice, newsletters, induction 
seminars, etc 

 helpline – contact available via telephone during office hours or voicemail out 
of office hours 

 website – including Scheme guides to the LGPS 
 
 
5.0 ANNUAL COMMUNICATIONS STRATEGY (incorporating Action Plan) 

 
5.1 In consultation with Scheme employers and other stakeholders, via the 
Advisory Panel and NYPFOG, the County Council prepares an Annual 

Communications Strategy for the NYPF detailing the current arrangements 
for communication with its stakeholders together with future communication 
developments. The Communications Strategy is subject to annual review and 
is presented to the Pension Fund Committee for approval at the start of each 
financial year. 
 
5.2 The Strategy includes the following - 

 commentary on current operating context for the Fund 
 progress on actions included in previous Annual Strategy 
 details of proposed actions for next year with costs 
 details of any Satisfaction Surveys undertaken in previous year and proposed 

for next year 
 
6.0 KEY POLICY / STRATEGY DOCUMENTS 

 
6.1 In addition to the range of documents produced by the Fund explaining the 
benefits of the LGPS, for Scheme members and employers (see paragraphs 

4.5 to 4.7 above), the Fund publishes a number of other key documents relating to 
the administration and governance of the Fund. These are as follows - 

 Funding Strategy Statement (FSS) 
 Statement of Investment Principles (SIP) 
 Annual Report 
 Annual Communications Strategy  
 Pensions Administration Strategy 
 Governance Compliance Statement 

 
6.2 All of these documents are available on the NYPF website. 
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7.0 REVIEW OF THIS POLICY STATEMENT 

 
7.1 The Policy Statement will be reviewed annually to coincide with the approval of 
the Annual Communications Strategy as referred to in Section 5. 

 
8.0 FURTHER INFORMATION 

 
8.1 If you would like to know more about our communications, or have a query 
about any aspect of the North Yorkshire Pension Fund, you can contact us in 
the following ways: 
in writing 

North Yorkshire Pension Fund 
County Hall 
Northallerton 
North Yorkshire 
DL7 8AL 
by telephone 

Pensions Help and Infrmation Line 
01609 536335 
by email 

pensions@northyorks.gov.uk 
 
8.2 Further information can also be found on the NYPF website at 
http.www.nypf.org.uk 
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PENSIONS ADMINISTRATION STRATEGY 

 
 
 

1.0 PURPOSE OF STRATEGY 
 
1.1 This Strategy sets out the administration protocols that have been agreed 

between employers and the North Yorkshire Pension Fund (NYPF).  The 
protocols aim to ensure the smooth running of the Local Government Pension 
Scheme (LGPS) in North Yorkshire and must be followed at all times. 

 
1.2 For the purpose of this Strategy no practical distinction is drawn between the 

statutory role of North Yorkshire County Council as the Administering Authority 
for the NYPF, its Pension Fund Committee, the Pension Administration Section 
or other sections of the Central Services Directorate all of whom play a role in 
the administration of NYPF – the term NYPF is used collectively to reflect all of 
the above roles within NYCC. 

 
 
2.0 REGULATORY BACKGROUND 
 
2.1 The protocols are concerned with routine yet important responsibilities and 

duties and they cannot override any provision or requirement in the 
Regulations outlined below or in any other relevant legislation. 

 
2.2  The principal Regulations underpinning this document are: 
 

 The Local Government Pension Scheme (Benefits, Membership and 
Contributions) Regulations 2007 (and any amendments thereto) 

 The Local Government Pension Scheme (Administration) Regulations 
2007 

 The Local Government Pension Scheme (Transitional Provisions) 
Regulations 2007 

 The Local Government Pension Scheme (Transitional Provisions) 
Regulations 1997 (and any amendments thereto) 

 The Local Government Pension Scheme Regulations 1997 (and any 
amendments thereto) 

 The Local Government (Early Termination of Employment) 
(Discretionary Compensation) (England and Wales) Regulations 2000 
(and any amendments thereto) 

 The Occupational Pension Schemes (Disclosure of Information) 
Regulations 1996 (and any amendments thereto). 
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3.0 REVIEW OF THE STRATEGY 
 
3.1 This Strategy will be kept under ongoing review by NYPF. 
 
3.2 Employers may submit suggestions to improve any aspect of this Strategy at 

any time. 
 
3.3 NYPFOG will be asked by NYPF to formally review the Strategy from time to 

time. 
 
 
4.0 PERFORMANCE LEVELS 
 
4.1 Performance level agreements are set out in this document for both employers 

and NYPF; these will be reviewed from time to time and only changed with 
agreement of employers via NYPFOG meetings and the agreement of NYPF.  
 

4.2 This Strategy is the agreement between NYCC and employers about the levels 
of performance and associated matters 

 
 
5.0 RESPONSIBILITIES AND DUTIES OF THE EMPLOYER 
 
 Contact Person 
 
5.1 The employer will nominate a person to act as the primary contact with NYPF.  

The employer will notify the Pensions Manager of NYPF who that person is 
and ensure that changes of nominated person are notified to NYPF 
immediately. 

 
 Member details – Employer performance levels 
 
5.2 The employer must forward notifications (or approved alternatives) to NYPF as 

follows:  
 

(i)  New starters (Form PEN11) – within one month of the employee 
joining 

 
(ii) Change in member details – within 6 weeks of the event 
 
(iii) Early leavers (Form SU5) – within 6 weeks of the employee leaving 
 
(iv) For retirements, NYPF aims to pay lump sums to the member on the 

first Friday after retirement.  Due to changes in the Regulations that 
govern the operation of the LGPS, certain decisions on the nature of 
benefits to be taken have to be made prior to retirement.  To enable 
this to happen, retirement notifications (Form ADNOT) should be 
received by NYPF at least 30 days before the last day of 
employment.  When the Form SU5 is not provided prior to 
retirement, it should be forwarded no later than 2 weeks following 
retirement. 
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 The Occupational Pension Schemes (Disclosure of Information) 
Regulations 1996 require that Form SU5 for a retirement before age 
65 must be received no later than one month after retirement and for 
retirements at age 65 no later than 10 working days after the date of 
retirement.  Great care must be taken to avoid contravening these 
regulations (see paragraph 5.20 below). 

 
(v) Death in membership must be notified by the employer to the NYPF 

within 3 working days of the death of the member. 
 

Employee’s Guide 
 

5.3 Under the Occupational Pension Schemes (Disclosure of Information) 
Regulations 1996 the employer must ensure that all new employees eligible to 
join the LGPS receive a copy of the Employees' Guide to the Scheme within 1 
month1 of becoming employed. 

 
 Year-end information 
 
5.4 The employer (or their payroll contractor/agency for which the employer is 

responsible) shall provide NYPF with year-end information as at 31 March 
each year in a notified format no later than 31 May or the next working day. 
When it is a Triennial Valuation year, the deadline will be 30 April or the next 
working day. 

 
5.4.1 NYPF’s Accountancy Department also require separate information . After 

completion of the March contribution sheets, Employers are required to review 
their full year contribution summary (contained within the same Excel 
document). All contributions for the year should be reconciled back to the 
organisational payroll and the relevant declaration is to be signed and dated 
before being returned to pension.contributions@northyorks.gov.uk 

 
5.4.2 Employers still operating older contribution sheets will be required to compile 

the full year contribution summary themselves and return it with a relevant 
declaration to the same email address.  The year-end information should be 
accompanied by a statement, duly signed by an authorised officer, balancing 
the amounts paid over during the year with the totals on the year-end return 
certifying that the amounts paid reflect the contributions deducted from 
employees during the year.  The information should identify separately those 
amounts representing deductions for voluntary contributions and the standard 
deductions for basic scheme contributions.  

 
 Contribution deductions 
 
5.5 The employer will ensure that member and employer contributions are 

deducted at the correct rate, including contributions due on leave of absence 
with reduced or no pay, maternity, paternity and adoption leave and any 
additional contributions NYPF request the employer to collect.  
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 Payment of contributions to NYPF 
 
5.6 Contributions (but not Prudential Additional Voluntary Contributions) should be 

paid each month to NYPF. 
 
 Payment dates 
 
5.7 All funds due to the NYPF in respect of employees and employers 

contributions must be cleared in the NYPF Bank Account by 19th of the month 
(or the last working day before where the 19th is not a working day) following 
the month the contributions relate to.  Any employer wishing to pay by cheque 
must therefore ensure the cheque is received by NYPF by the 14th of the 
month (or the last working day before where the 14th is not a working day). 

 
 Late Payment 
 
5.8 A penalty system will apply for employers failing to meet the deadlines, as 

stated in paragraph 5.7 with a one month grace period for a ‘first offence’.  
The penalty will be based on the number of days after the 19th of the month 
that the payment due is received in the NYPF bank account.  This will take the 
form of a fixed penalty (£50) plus a daily interest surcharge for the period the 
amount is outstanding.  The interest rate to be used will be 1% above the bank 
base rate as prescribed in the Regulations.  For persistent breaches of this 
protocol, the employer would be reported to the Pensions Regulator. 
 
Payment method 
 

5.9 The employer can choose to pay either by cheque, payable to “North Yorkshire 
Pension Fund” or preferably by BACS direct to NYPF’s bank account subject to 
the payment date guidance outlined above. 

 
 Remittance Advices 

 
5.10 The employer must submit an advice form, preferably in an electronic format, 

in advance of their payment.  The form must state the employers name and 
reference number, the period and the amount of the payment split between 
employees and employers contributions.  In addition, it should include the total 
pensionable pay, details of added-years contributions and any other payroll 
related adjustments. 

 
 AVC Contributions 
 
5.11  The employer will pay additional voluntary contributions to the AVC Provider 

within one week of them being deducted.  Under the Pensions Act 1995 the 
Pensions Regulator may be notified if contributions are not received before the 
19th of the month following that in which they were deducted.  The employer 
will submit the schedule of AVCs in an agreed format directly to Prudential 
ahead of the actual remittance. 

 
 Discretionary Powers 
 
5.12 It is a mandatory requirement that each employer is responsible for exercising 
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the discretionary powers given to them by the Regulations.  These Regulations 
extend to requiring the employer to publish its policy in respect of the key 
discretions as described by the Regulations to its employees.  Copies of the 
relevant employer policies should also be lodged with the NYPF. 

 
Employer Decisions 

 
5.13 Certain aspects of the Regulations require an employer decision.  The 

employer is responsible for implementing such areas correctly, (eg deduction 
of contributions at the correct rate). 

 
 Independent Medical Practitioner 
 
5.14 The employer is responsible for determining and employing their own 

appropriately qualified independent medical practitioner and providing details 
of those practitioners to the NYPF (see also paragraph 6.9). 

 
 Employer responsibility for information provided to NYPF and/or work 

undertaken internally 
 
5.15 NYPF is not responsible for verifying the accuracy of any information provided 

by the employer for the purpose of calculating benefits under the provisions of 
the Local Government Pension Scheme and the Discretionary Payments 
Regulations.  That responsibility rests solely with the employer. 

 
 

5.16 Any over payment made by NYPF resulting from inaccurate information 
supplied by the employer shall be recovered by NYPF from the employer. 

 
5.17 The employer is responsible for any work carried out on its behalf by another 

section of their organisation or by a contractor appointed by that organisation 
(eg Pay or Human Resource sections).    

 
 Data Protection 
 
5.18 Under the Data Protection Act 1998, the employer will protect from improper 

disclosure any information about a member contained (where applicable) on 
any item sent from NYPF.  It will also only use information supplied or made 
available by NYPF for the operation of the Local Government Pension 
Scheme. 

 
 Internal Dispute Procedure 
 
5.19 The employer must identify a ‘nominated person’ for any instances where an 

Internal Dispute Resolution Procedure (IDRP) application is submitted against 
the employer and meet the associated costs. 

 
 Fines imposed on NYPF 
 
5.20 In the event of NYPF being fined by the Pensions Regulator, this fine will be 

passed on to the relevant employer where that employer's action or inaction 
(e.g. the failure to notify a retirement within the time limits described above), 
caused the fine.  
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Charges to the employer 
 
5.21 NYPF will under certain circumstances consider giving written notice to 

employing authorities under regulation 43(2) on account of the authority’s 
unsatisfactory performance in carrying out its Scheme functions when 
measured against levels of performance established under paragraph 5.2 
above.  The written notice may include charges imposed by NYPF for chasing 
employing authorities for outstanding information as detailed in paragraph 7.5. 

 
 
6.0 RESPONSIBILITIES AND DUTIES OF NYPF 
 
 Regulatory Issues 
 
6.1  NYPF will administer the Pension Fund in accordance with the LGPS 

Regulations and any overriding legislation including employer discretions. 
 
6.2 NYPF will issue a membership certificate to members; this provides notification 

to members that they have joined NYPF. 
 
6.3 NYPF is responsible for exercising the discretionary powers given to it by the 

regulations. NYPF is also responsible for publishing its policy in respect of the 
key discretions as required by the regulations. 

 
NYPF Performance Levels 
 

6.4 NYPF agrees to meet the following performance targets in relation to the day 
to day administration of the fund: 
 
Letter detailing transfer in  10 days  
Letter detailing quote of transfer out value  10 days  
Letter notifying estimated retirement benefit amount  10 days  
Letter notifying actual retirement benefit amount  10 days 

 
 Support to Employers 
 
6.5 NYPF will support employers in running the Local Government Pension 

Scheme by: 
 

 providing information, advice and assistance on the scheme and its 
administration 

 

 distributing regular technical information 
 

See the Communications Policy Statement and Annual Communications 
Strategy for full details. 
 

6.6 NYPF will supply any information to employers necessary to ensure the 
smooth running of the pension fund. 

 
6.7 NYPF will work with employers to ensure that retirement is as smooth a 

process for the member and employer as possible. 
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 Independent Medical Practitioner 
 
6.8 NYPF will verify the individuals nominated by the employer (in accordance with 

paragraph 5.14) as independent medical practitioners are appropriately 
qualified to deal with ill health retirement cases. 

 
 Services to Members 
 
6.9 NYPF will produce benefit statements for members each year where the 

employer has submitted useable and accurate year-end financial data. 
 
6.10  NYPF will provide a service to members that meets the requirements of the 

Occupational Pension Schemes (Disclosure of Information) Regulations 1996.  
 
6.11 In addition, NYPF will communicate with members through appropriate media 

and encourage at all times the development and use of self-service facilities.  
Full details are provided in the Communications Policy Statement and 
Annual Communications Strategy. 

 
 Multiple Language Literature 
 
6.12 The process for providing multiple language literature has been established 

and certain NYPF documents have been amended to include reference to how 
to obtain an alternative version.  In response to the need to work towards 
achievement of the Local Government Equalities Standard additional 
documents used by the NYPF will be amended to refer to the availability of 
alternative versions. 

 
 Data Protection 
 
6.13 Under the Data Protection Act 1998, NYPF will protect from improper 

disclosure any information held about a member. Information held will only be 
used by NYPF for the operation of the Local Government Pension Scheme. 

 
 Internal Dispute Resolution 
 
6.14 NYPF must identify a ‘nominated person’ for any instances where an Internal 

Dispute Resolution Application (IDRP) application is submitted against the 
Administering Authority and meeting the associated costs. 

 
 
7.0 CONTRIBUTION RATES AND ADMINISTRATION COSTS 
 
7.1 The Members’ contribution rates are fixed within bands by the Regulations. 
 
 

7.2 Employers contribution rates are determined by a triennial valuation process.  
Employers are required to pay whatever is necessary to ensure that the portion 
of the Fund relating to that employer is sufficient to meet its liabilities over the 
agreed term. 

 
7.3 NYPF is valued every 3 years by the Fund Actuary.  The Actuary balances the 

assets and liabilities in respect of each employer and assesses the necessary 
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contribution rate for each employer.  Employer contribution rates apply for 3 
years except that an Admission Agreement may determine that reassessment 
should take place on a more frequent basis. 

 
7.4 The administrative costs of running NYPF are charged by NYCC directly to the 

Fund and the Actuary takes these costs into account in assessing the 
employer contribution rate. 

 
7.5 If NYPF undertakes work specifically on behalf of the employer, the employer 

will be charged directly for the cost of that work e.g. 
 

 Non receipt of new entrant documentation requiring NYPF to set up 
temporary data and/or complete documentation on behalf of the 
employer 

 Non receipt of leaver details requiring NYPF to interrogate payroll or 
other systems on the employers behalf 

 Chasing outstanding information following one reminder 

 FRS17 valuations 

 ad hoc actuarial & legal advice (eg TUPE transfer) 

 ad hoc technical advice, (where re-charging is deemed appropriate 
because the advice is not of general benefit to the Fund overall) 

 
 
8.0 COMMUNICATIONS 
 
8.1 In accordance with the Fund’s Communications Policy Statement and its 

Annual Communications Strategy, NYPF will work with employers to 
communicate relevant information to members.  
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Service Level Agreement 
 
 
 
 
 
 
 
 

North Yorkshire County Council 
 

And 
 

North Yorkshire Pension Fund 
 
 
 
 
 
 
 
 

Provision of Treasury Management Services 
 
 
 
 

May 2010 
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1.0 This Agreement is made on 1 April 2010 
 

 
1.1 Between 
 

Central Services, North Yorkshire County Council, County Hall, Racecourse 
Lane, Northallerton, North Yorkshire, DL7 8AL (“NYCC”) 
 
and 
 
North Yorkshire Pension Fund, North Yorkshire County Council, County Hall, 
Racecourse Lane, Northallerton, North Yorkshire, DL7 8AL (“NYPF”) 

 
 
1.2 It Is Agreed as follows: 
 
 

Services Provided 
 
The treasury management team of Integrated Finance (IF) will provide treasury 
management services (see Appendix A) for the NYPF; IF is part of the Central 
Services Directorate of NYCC.  NYCC is the Administering Authority for the NYPF. 
 
Term of the Agreement 
 
The agreement will commence on 1 April 2010 and will be reviewed annually as 
part of the governance arrangements of the NYPF. 
 
Fees and Charges 
 
The charge for treasury management services, subject to annual review, will be 
£2,500 p.a. with effect from 1st April 2010. 
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2.0 Authorised Officers 
 
2.1 The Authorised Officers are the people nominated by the NYPF to act on its behalf 

and may issue instruction to NYCC on any matter related to this Service Level 
Agreement.   

 
 
3.0 Agreement Manager 
 
3.1 NYCC shall appoint a Service Agreement Manager for the purposes of issuing any 

notice or instruction or other information regarding the overall Service Level 
Agreement.  It is envisaged that day to day conduct of the services will be made 
through designated service delivery officers. 

 
 
4.0 Designated Officers and Staffing 
 
4.1 NYCC shall provide sufficient staff, the designated officers, to provide the Services 

specified in Appendix A.  All Services specified in Appendix A will be provided 
Monday to Friday during normal office hours.  Normal office hours are Monday - 
Thursday 09.00 – 1700, Friday 0900 – 1630.  The Service will be provided from 
County Hall, Northallerton. 

 
4.2 NYCC will ensure that all staff employed for the purpose of providing the Services 

as specified in Appendix A are appropriately qualified and have the necessary 
knowledge, skills and competencies to provide the Services.  NYCC will also ensure 
that such staff are provided with appropriate ongoing learning and development to 
ensure up to date advice and quality of service is maintained (see paragraph 5.1 
below). 

 
4.3 If the NYPF has grounds for concern about the actions, behaviour or record of any 

person involved in the provision of the Services by the County Council, those 
concerns should be notified to the Service Agreement Manager who will take any 
necessary action, to the satisfaction of both parties to the Agreement. 

 
 
5.0 Service Performance Standards and Monitoring 
 
5.1 NYCC will deliver the services specified in Appendix A in accordance with the 

Treasury Management Policy and its associated documents as approved by the 
County Council at the time.  In entering into this agreement NYPF therefore accept 
the Treasury Management Policy and Strategies of NYCC.  These documents are 
reviewed and approved by the County Council on an annual basis, with any 
required in year changes being submitted to the County Council’s Executive and full 
Council as appropriate. 

 
5.2 A regular dialogue will be maintained between authorised and designated officers to 

discuss service requirements as any issues arise.  Should matters not be resolved 
the matter is to be escalated to the Service Agreement Manager. 
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5.3 NYCC will maintain appropriate records to enable NYPF to verify the work carried 
out in accordance with this Service Level Agreement. 

 
 
6.0 Risk Management and Contingency Planning 
 
6.1 It is the responsibility of NYCC to ensure that comprehensive disaster recovery 

arrangements to restore data in the event of a complete system failure are in place.  
These arrangements will be made known to the Authorised Officers who will also be 
informed of any changes to these arrangements.  

 
6.2 NYCC will use all reasonable endeavours to ensure that the disaster recovery 

arrangements described at paragraph 6.1 above are in place. 
 
 
7.0 Modifications / Variations 
 
7.1 NYCC may agree to vary the terms of this Agreement upon such terms as may be 

agreed with the NYPF and, where appropriate, the variation will include provision 
for the adjustment of any charges (as defined in paragraph 1.2 above). 

 
7.2 All variations shall be recorded in writing and attached to this Agreement. 
 
 
8.0 Assignment and Sub-Contracting 
 
8.1 NYCC will not assign or sub-contract this Agreement or any part of it without the 

prior written consent of the NYPF.   
 
 
9.0 Indemnity  
 
9.1 NYCC will indemnify the NYPF from and against all actions, proceedings, costs, 

claims and demands whatsoever arising from the negligence of NYCC, its servants 
or agents in connection this contract. 

 
 
10.0 Breach of Agreement and Termination 
 
10.1 Where the Service is not provided in accordance with this Agreement NYPF may, 

by written notice, request that NYCC should remedy the failure. 
 
10.2 If either party is in material breach and/or persistent breach of the Agreement the 

other party may terminate the Agreement. 
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11.0 Data Protection and Freedom of Information 
 
11.1 NYCC will comply with all obligations equivalent to those imposed on a Data 

Controller in accordance with the seventh principle under The Data Protection Act 
1998. 

 
11.2 All information provided by NYCC to NYPF will be provided in accordance with the 

requirements of the Freedom of Information Act 2000. 
 
 
12.0 Equal Opportunities 
 
12.1 NYCC will comply with employers’ statutory obligations under the Race Relations 

Act 1976, the Sex Discrimination Act 1975, the Disability Discrimination Act 1995 
and the Employment Act 2002 and will not discriminate directly or indirectly against 
any person because of their race, colour, nationality or national or ethnic origin, 
religious beliefs or sexual orientation in relation to decisions to recruit, train, 
promote, discipline or dismiss employees. 
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Appendix A 
 
 
 Treasury Management Services to be provided 
 
 Principles 
 
1.0 Subject to appropriate risk controls the policy of NYPF is to maximise the interest 

receivable on surplus cash balances through NYCC’s Treasury Management 
service. 

 
1.1 The ability of NYCC to achieve this will depend on the size and duration of the 

‘surplus’ cash in the NYPF bank account. 
 

1.2 NYPF’s practice is to automatically sweep all surplus cash into NYCC’s bank 
account on a daily basis.  NYPF therefore has  
 

 near instant access to required funds for cash flow purposes; and 
 any surplus cash is automatically invested at a higher rate of interest than 

would normally be available to the Fund due to the limited size of 
balances; and 

 has much greater flexibility with regard to minimum length of deposit 
rules, whilst 

 any short term ‘overdraft’ requirement is automatically provided by NYCC 
at its market rates rather than at the rates otherwise available to NYPF 

 
1.3 NYCC will calculate an average rate of interest earned for all the cash it manages.  

This rate will be applied to NYPF’s balances ensuring that it will enjoy the same 
rates as achieved by NYCC (and its other treasury management clients).  This rate 
will be applied to NYPF’s balance on a daily basis. 
 

1.4 The current daily sweep arrangement will be maintained as long as the NYPF bank 
account is with the same bank as NYCC.  NYPF is therefore included within the 
‘umbrella’ of the current NYCC bank contract with Barclays Bank. 

 
1.5 The umbrella of the NYCC’s banking contract provides the following value added 

benefits to NYPF: 
 

(i) the fee tariff per item is the same as for NYCC.  Transaction charges are 
generally geared to scale (i.e. the more transactions the lower the unit costs); 
and 

 
(ii) it enables effective daily ‘sweeping’ into the NYCC bank account for treasury 

management purposes, and 
 
(iii) it avoids the need for the NYPF to undertake a separate tendering exercise 

and contract negotiation/renegotiation re banking arrangements. 
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2.0 Security of Investments and Approved Lending List  
 
2.1 The County Council has adopted the CIPFA Code of Practice on Treasury 

Management (as updated in 2009). This Code sets out a framework of operating 
procedures to reduce treasury risk and improve understanding and accountability 
regarding the Treasury position of the County Council.  

2.2 The CIPFA Code of Practice on Treasury Management requires: 
- a Treasury Management Policy Statement (TMPS) stating the County 

Council’s policies and objectives for its treasury management activities 
 
- a framework of Treasury Management Practices (TMPs) setting out the 

manner in which the County Council will seek to achieve the policies and 
objectives set out above and prescribing how it will manage and control those 
activities. 

 
2.3 NYCC invests funds as cash deposits with institutions either on the money market 

or direct with banks and financial institutions.  NYCC recognises that credit risk 
arises from deposits with banks and financial institutions and, as a result, deposits 
are not made with institutions unless they meet the minimum requirements of the 
investment criteria outlined in the County Council’s Treasury Management Strategy.  

 
2.4 The County Council relies on credit ratings and “ratings watch” and “outlook” 

notices published by the three credit rating agencies (Fitch, Moodys and Standards 
& Poor) to establish the credit quality of counterparties and investment schemes.  
All three credit rating agencies also produce a Sovereign Rating which assesses a 
country’s ability to support a financial institution should they get into difficulty.  

 
2.5 No combination of ratings can be viewed as entirely fail-safe and all credit ratings, 

watches and outlooks are monitored on a daily basis and changes made as 
appropriate.  In addition, the County Council takes into account trends within the 
Credit Default Swap (CDS) Market together with other criteria such as market 
intelligence, press speculation and rumoured mergers etc. 

 
2.6 This data is collated and interpreted using the Credit Worthiness Service provided 

by the County Council’s Treasury Management advisor, Sector Treasury Services 
Limited. This service uses a sophisticated modelling system to allocate a credit 
“score” for each organisation. Each score is then related to a series of colour codes 
which indicate the relative credit worthiness of counterparties and consequential 
maximum duration investment. 

 
2.7 In addition, the County Council has set maximum investment limits for each 

organisation which also reflect that institutions credit worthiness – the higher the 
credit quality, the greater the investment limit. These limits also reflect UK 
Government involvement (i.e. Government ownership or being part of the UK 
Government guarantee of liquidity). 
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2.8 The Annual Treasury Management Strategy includes these procedures in order to 

manage the risks of the County Council’s financial instrument exposure.  It is 
approved at the County Council’s annual council tax setting budget meeting before 
the beginning of the financial year, but kept under review throughout the year with 
any required changes being approved as part of the County Council’s quarterly 
reporting arrangements for Treasury Management Activities. 

 
2.9 The Approved Lending List is monitored on an on going daily basis and changes 

made as appropriate by the Corporate Director – Strategic Resources to reflect 
credit rating downgrades etc.  Institutions are removed or temporarily removed or 
suspended from the list if there are any significant concerns about their financial 
standing or stability. 

 
2.10 The County Council’s investment policy has two fundamental objectives 
 

 the security of capital (protecting the capital sum from loss); and then 
 liquidity (keeping the money readily available for expenditure when needed). 

 
2.11 The County Council will also aim to seek the highest return (yield) on its 

investments provided that proper levels of security and liquidity are achieved. The 
risk appetite of the County Council is low in order to give priority to the security of its 
investments. 

 
 
3.0 Policy in relation to risk sharing in relation to investments and borrowings 
 
3.1 NYCC’s policy is that responsibility under 3rd party arrangements, for both 

investments and borrowing, are shared pro rata to the relative levels of investments 
and borrowing by the various parties. 
 

3.2 The arrangements (as agreed with other clients including NYPF under this 
Agreement) in respect of a Default Loan are detailed below: 
 
 NYCC collects all available balances from those parties using the County 

Council’s Treasury Management Service and merges them with its own 
balances (the so-called ‘sweep’ arrangement).  These aggregated balances 
are then loaned out on the Money Markets.  For practical purposes therefore 
every such loan contains an element of the balance of each party and no 
individual loans are earmarked as being solely the funds of one particular 
party. 

 
In the event of counterparty default on an individual loan, each party shall 
bear a share of the consequential loss.  The extent of that loss for each party 
will be calculated pro rata on the balance of that party on the day on which the 
default occurs.  For example: 
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£1m defaulted loan 

 
 Balance on the day 

of default 
£ 

 
% 

Share of Loss 
£ 
 

NYCC 25,000,000 83.1 831,000 
NYPF 1,800,000 6.0 60,000 
Authority A 550,000 1.8 18,000 
Authority B 750,000 2.5 25,000 
Authority C 1,650,000 5.5 55,000 
Authority D        350,000    1.1      11,000 

 
Total 30,100,000 100.0 1,000,000 

 
3.3 In addition, NYCC 
 

(i) will provide details of those organisations to which loans are made 
 
(ii) agrees that the Default Loan procedure will not apply if the actions of NYCC in 

the money market are clearly proven to have been contributory to any loss(es) 
of NYPF funds managed under the terms of this Agreement. 
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Introduction 
 
This is my sixth report on the governance arrangements for the North Yorkshire Pension 
Fund, providing an update on the current position, based on issues considered by the 
Committee since my previous report in June 2013 and those currently under review. 
 
Since my last report consultation and discussion documents have been issued by the DCLG 
on the two pivotal issues of governance and pension fund re-structuring.  While a 
consultation is currently in progress on the latter, a formal consultation on proposed new 
governance arrangements was only issued recently.  I refer to both these consultations in 
more detail below and these represent the major issues on which I shall report this year. 
 
Notwithstanding the upheaval in operational and transitional arrangements, the Committee 
continues to maintain a high standard of governance in the administration of its 
responsibilities, and to make changes and improvements both to strengthen governance and 
to adopt industry-wide developments. 
 
 

Executive overview 
 

 I have reviewed the business and minutes of Committee meetings since June 2013 
and I am satisfied that governance standards are being maintained and improved. 

 All my recommendations from 2013 have been addressed. 

 There have been no regulatory changes affecting the governance arrangements. 

 The implications of the Public Sector Pensions Act 2013 were considered last year 
and consultation on proposed changes by DCLG is now available and requires careful 
consideration. 

 The DCLG’s proposals on opportunities for collaboration, cost savings and efficiencies 
are currently under consultation, giving continuing uncertainty on future investment 
management arrangements. 

 

Recommendation 
 
[1] That developments on proposed new regulations on governance and on the 

Government’s proposals on opportunities for collaboration, cost savings and 
efficiencies, including investment regulations, are closely monitored. 

 
Core business activity 
 
A review of the Committee’s core business activity at meetings since June 2013 confirms 
that governance standards continue to be maintained and improved where necessary.   
 
I note in particular the updating of governance documentation, including the annual report 
and accounts, and the separate governance review undertaken by Aon Hewitt and reported 
to the Committee in November.  The actuary’s triennial report has been considered and the 
implications addressed, and the Committee maintains a robust approach to strategic 
investment issues and the monitoring of investment activity and performance. 
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Governance framework 
 
Over the past five years or so, the Committee has considered and introduced significant 
changes in its governance documentation and practices to reflect DCLG guidance and the 
updated Myners principles.  As I have indicated previously, the Committee is fully compliant 
with all the regulatory requirements currently in force and operates to a high standard. 
 
In my view, this marks a significant milestone in the governance arrangements for the North 
Yorkshire Pension Fund and the end of a phase of governance development.  Nevertheless, 
there are and will always be ways to improve the overall running of the Pension Fund and 
the Committee should strive to maintain the high standards it has achieved. 
 
That said, we now face a new phase of development with the introduction of the Public 
Sector Pensions Act 2013 (as reported to the Committee last year), the detailed implications 
in regulatory terms announced by DCLG for consultation, the new role of the Pensions 
Regulator effective from April 2015, and proposals to re-structure the management of LGPS 
funds. 
 

Governance structure 
 
A discussion paper on governance issues was issued by DCLG in June last year and I provided 
the officers with a commentary on the issues raised on 2nd August.  A formal response was 
made by the due date and the Committee has considered some of the key issues at 
subsequent meetings. 
 
It is unfortunate that DCLG have only recently been unable to conclude their consideration 
of responses and issue a consultation on draft regulations at the point I was finalising my 
report.  The consultation was issued on 23rd June for responses by 15th August.  It is intended 
that the regulations are made and laid in October and new pension boards must be 
established by 1st April 2015. 
 
The regulations give powers to the Secretary of State (SoS) to delegate any functions under 
the regulations and also for the administering authority to so delegate.  This will be a key 
factor in considering the most appropriate governance structure. 
 
While the separation of the ‘scheme manager’ (i.e. the statutory committee of the 
administering authority) from the local ‘pension board’ is clearly the preferred outcome, it 
will be possible to combine the two subject to the approval of the SoS and any conditions 
imposed.  Such approval may be withdrawn if the conditions are not met. 
 
The principal role of the ‘pension board’ will be to assist the administering authority to 
secure compliance with these regulations and any other relevant legislation, with 
requirements imposed by the Pensions Regulator, and to ensure the effective and efficient 
governance and administration of the Scheme.  However, as this will include compliance 
with requirements imposed by the Pensions Regulator and these are not yet known (see 
below), the picture is far from clear. 
 
The draft regulations offer two alternatives to the way a pension board can be established.  
The first involves establishing the pension board as if it were a committee under section 101 
of the Local Government Act 1972, i.e. as any other committee.  This would presumably not 
be an issue if a single combined committee is approved by SoS. 
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The alternative confers a wide discretion on administering authorities to establish 
procedures applicable to their local circumstances.  This will be more onerous in 
administration terms but provide greater flexibility.  Respondents are invited to state their 
preference, but if the alternative is preferred, they are asked to set out those elements (for 
example, voting rights, setting up sub-committees, political composition, etc) that should be 
included with or excluded from such discretion. 
 
My initial suggestion would be to go for the alternative with as wide discretion as possible so 
that North Yorkshire can establish a structure that best fits their current arrangements.  But 
this will depend on whether a combined or separated structure is preferred. 
 
Membership of the ‘pension board’ as indicated previously by DCLG will require equal 
numbers of employer and member representatives with a minimum number of 4 in total.  
However, elected members of the administering authority may not be appointed as 
employer or member representatives, and those representatives must have a majority of the 
total membership of the ‘pension board’.  The administering authority will not therefore 
have overall ‘control’ of the ‘pension board’ as might have been expected. 
 
This may be of particular concern to the Committee, who I understand have always been 
keen to ensure majority control by the administering authority and may lead to a provisional 
conclusion that the ‘pension board’ should be separate from the statutory committee.  This 
would appear to be a way of encouraging or ensuring separation. 
 
The North Yorkshire Pension Fund is somewhat advanced in having a Pensions Advisory 
Panel in place but the regulations will inevitably require some further consideration of its 
role in the new governance structure. 
 
The draft regulations require “each administering authority to be satisfied that any person 
appointed to a local pension board does not have a conflict of interest as defined in section 
5(5) of the Public Service Pensions Act 2013”.  For ease of reference the section states: 
 
“(5)In subsection (4)(a) “conflict of interest”, in relation to a person, means a financial or 
other interest which is likely to prejudice the person's exercise of functions as a member of 
the board (but does not include a financial or other interest arising merely by virtue of 
membership of the scheme or any connected scheme).” 
 
This would therefore allow a scheme member to be appointed as a representative.  
Declarations and monitoring of interests would continue as currently. 
 
The draft regulations also cover the establishment of a scheme advisory board but the 
provisions are much as was indicated last year and I have not commented further on these. 
 
In terms of the cost of operating new governance arrangements, the costs of a local pension 
board would be a proper expense of the pension fund.  The costs of the scheme advisory 
board will be approved by the SoS and shared across all pension funds in a way to be 
decided by that board.  
 
Although not part of the draft regulations, comments are invited on whether they should 
require administering authorities to facilitate a forum for both employers and employees (I 
think this should be read as scheme members) on at least an annual basis.  It would seem 
that regulation is being suggested as not all funds hold such forums. 
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One final point relates to knowledge and understanding.  The draft regulations state that the 
administering authority must be satisfied that a person to be appointed as an employer or 
member representative has relevant experience and the capacity to represent employers or 
members on the local pension board. 
 
In their covering letter, DCLG recognise that, in their words, “there is a risk that [this 
requirement] could act as an unhelpful barrier to people putting themselves up as pension 
board nominees but we believe that this pre-condition is necessary …..”.  They also point out 
the distinction between this regulatory requirement and the recommendation that members 
of a committee established by the administering authority to discharge its pension functions 
have regard to the Knowledge and Skills framework published by CIPFA, but are under no 
regulatory requirement to do so. 
 
Comments are invited on whether the new regulatory requirement should apply equally to 
the statutory committee.  I have referred in previous reports to the threat of regulation in 
this context and have expressed the view that it would be inappropriate to ‘regularise’ the 
CIPFA guidance.  However, given the new requirements on pension boards, I suspect there 
may be some pressure for equal regulation in the future. 
 
Clearly in a combined pension board, the regulation would apply, but in situation of a 
separate pension board, this anomaly may not be allowed to continue.  However, I would 
still advise that extending regulation in this context should be avoided.  
 

Governance guidance 
 
The draft regulations require an administering authority to have regard to guidance issued 
by the SoS in relation to local pension boards.  It is not yet clear when such guidance will be 
issued and in what form, but this is a key factor is making progress on setting up the pension 
board. 
 
The ‘regulator’ under this new structure is far from clear.  The Secretary of State (DCLG is 
currently the regulator for the LGPS) will retain the power to issue guidance both to local 
pension boards and via the scheme advisory board.  However, as already indicated, the 
Pensions Regulator will be able to impose requirements.   
 
The likely model is that the Pensions Regulator will issue guidance and DCLG will impose 
regulatory compliance, either explicitly or on a ‘comply or explain’ basis.  Whether this will 
replace or replicate in part the existing compliance requirements built into the Scheme 
regulations is unknown.  Either way, the time available to prepare, consult on, and 
implement new requirements is fast running out. 
 
To add to the confusion, though no doubt intended to help, the Pensions Regulator issued in 
December 2013 a consultation document on regulating public service pension schemes 
[“Our approach to enabling high standards of governance and administration”] accompanied 
by a draft regulatory strategy and a draft Code of Practice. 
 
I have included the brief summary of the scope of the guidance in Appendix A.  However, the 
draft Code of Practice applies to all public sector schemes under the provisions of the 2013 
Act and is not specific to LGPS funds, nor does it indicate how existing LGPS governance 
requirements will be replaced or amended. 
 

104



 6 

At this stage, the Pensions Regulator is responding to the statutory requirements and is still 
building its public sector team.  No doubt once the DCLG regulations have been issued, 
further information will become available on how the various streams of guidance will 
interact, hopefully in sufficient time for implementation in 2015. 
 

Future structure of the LGPS 
 
In my report last year, I referred to a recent announcement by the Minister for a ‘call for 
evidence’ on the future structure of the LGPS and provided the officers with a commentary 
on the proposals on 2nd August.  The Committee has considered the DCLG paper and North 
Yorkshire’s response.  The Government commissioned Hymans Robertson in September to 
provide evidence on three options and in January, the shadow Scheme Advisory Board 
published their analysis and recommendations, although the Hymans report was still to be 
published. 
 
This long delay by the Government in declaring their intentions has led to significant 
uncertainty over the future management of scheme investments, and a number of initiatives 
relating to collaboration and Common Investment Vehicles (CIVs) have developed. 
 
On 1st May 2014, DCLG issued: 

 a response to the June 2013 consultation; 

 a consultation on their proposals; and 

 the Hymans Robertson report. 

The deadline for responses is 11th July and I understand that the officers will be reporting on 
North Yorkshire’s response at this meeting. 
 
A large part of the proposals now under consideration relate to the investment of pension 
fund assets and their management but have significant implications for the future 
governance of investment management.  I have not addressed investment implications in 
this paper but provide some comments below on governance issues that may arise. 
 
The consultation paper is centred on two core proposals relating to CIVs and to the passive 
management of listed assets, with the fundamental objective to help funds to invest more 
efficiently in listed and alternative assets and to reduce investment costs.  It is not proposed 
to pursue fund mergers or to consult on administration reform at this time.  
 
However the paper states that “the call for evidence has highlighted the scope for potential 
administrative efficiencies as well as the associated risks. At this stage, the Government 
proposes to allow the administration arrangements for the 2014 Scheme to mature before 
considering reform any further”.  Further proposals for reform could therefore follow. 
 

Comments on the CIV proposal 
 

In simplistic terms, it is difficult to disagree with the contention in Q1 that the operation of 
CIVs would reduce costs in terms of economies of scale and fund management fees, 
particularly in the wake of the evidence produced by Hymans Robertson.  The questions to 
raise could include: 

 Would the transfer of responsibility for manager selection and monitoring to a CIV 
weaken governance, particularly at a time when pension boards are supposedly 
strengthening governance? 
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 Would flexibility in asset allocation decisions and tactical switching be hampered by a 
CIV operator? 

 Would investment choice and/or management style be constrained? 

 Would there be issues of conflict of interest? 

 Would the CIV operator be regulated and required to have the appropriate level of 
skills and knowledge? 

 Who would operate the CIV, and who would be accountable to whom and by what 
process? 

 How transparent would the CIV be in terms of performance monitoring and 
transaction cost disclosure? 

 How would the CIV operator account for currency management, stock lending, voting 
and engagement, and transition management, for example? 

 

In governance terms, the Committee would want to retain control over asset allocation (Q2) 
as it would still be responsible for investment outcomes.  Asset allocation is said to be the 
main driver of outperformance rather than active management, which underlies the 
Government’s proposal for passive management and is evidenced in part by Hymans 
Robertson and WM. 
 
As regards the number of CIVs (Q3), this is perhaps more of an investment issue and 
diversification will be a key point.  It is not entirely clear if the question relates to 
geographical areas or asset classes.  However, in governance terms, if the use of a CIV is 
supported by a properly regulated structure, then one CIV would appear to suffice.  Hymans 
Robertson report a slight improvement in cost savings by having a single CIV. 
 
The question of how many asset classes would appear to hinge on the divergent aspirations 
for cost savings and a desire for flexibility of choice and/or replication of existing mandates.  
Of course, greater choice means more complexity and the need for more robust governance 
arrangements. 
 
The paper also addresses the question of whether the investment regulations will need to be 
amended and welcomes any initial thoughts in response to the consultation.  I have 
suggested in previous reports that the investment regulations need to be reviewed and 
provide greater flexibility on a risk basis.   
 
The cynic in me suggests that, once again, the Government is prepared to consider a review 
of the investment regulations to allow its own proposals to work (e.g. infrastructure in 
2013).  Many of the restrictive elements in the current regulations arose from concerns by 
the Government Actuary in the ‘80s and ‘90s that local authorities were investing too much 
in pooled funds with single managers! 
 
The final question in this proposal relates to the type of investment vehicle.  It is difficult to 
comment on governance arrangements without knowing how the DCLG will consult on 
wider governance issues.  I have already mentioned a number of governance issues above 
which will need to be considered but the fundamental issue will be whether the Scheme 
Manager (the statutory committee) and/or the pension board can continue to deliver its 
responsibilities in the same and in an improved manner with the use of a CIV. 
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The current arrangements being developed for the London CIV by London Councils, which is 
the most advanced (apart from that operated by States of Jersey) are based on an 
Authorised Contractual Scheme (ACS).  The proposed structure is below: 
 

 

Pensions C   
 oint Committee 

ACS Operator 

 Appoints directors. 
Receives reports from 
Operator to consider. 

ACS  und 

Provided with 
information and 
opportunity to 

comment 

Investment 
allocation 
decisions 

 Decision making     Information flows 

 
 Participating London 
local authorities 

S.151 and other 
local authority 

officers 

Elected Councillors 
representing London 

local authority 
shareholder interest 

 
 
The ACS Operator is a limited company established by London Councils under local 
government statute and as such will be subject to public procurement requirements, as will 
the Joint Committee.  The Joint Committee will be made up of the Leaders of participating 
London borough councils and each borough that becomes a shareholder in the ACS Operator 
would appoint a representative to sit on the Joint Committee with the power to act for the 
borough in exercising its rights as a shareholder.  It is suggested that for specialist matters, 
e.g. investment matters, the chair of the pensions committee would deputise for the Leader.  
In essence, members of the Joint Committee would be elected members. 
 
Directors of the ACS Operator would be appointed by the shareholders and would appoint 
the necessary service providers to operate the Fund.  Importantly, in this model the 
intention is for decisions on asset allocation and manager selection to remain with the 
borough councils, and for manager selection via the Joint Committee. 
 
This structure appears to be intended more as an incentive for boroughs to join rather than 
as the best governance model, and appears extremely complex.  However, this example may 
help North Yorkshire consider issues more relevant to their own position. 
 
In some respects, the governance for a CIV would be no different from a decision to invest in 
pooled funds but the establishment of CIVs would no doubt place peer pressure on funds to 
invest in these vehicles, and this is relevant to the Government’s second proposal. 
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Comments on the passive management proposal 
 

The conclusion that funds should make greater use of passive management is based on the 
report from Hymans Robertson that on average active management does not produce 
outperformance and that a move to passive management would result in significant savings 
in fees.  It is important to note that the figures produced by Hymans Robertson are based on 
averages across all LGPS funds and the cost savings are based on all listed assets being 
managed passively. 
 
The options posed in Q5 range from regulation to invest all listed assets or a specific 
percentage passively; to manage listed assets passively on a “comply or explain” basis; or 
that Funds could simply be expected to consider the benefits of passively managed listed 
assets, in the light of the evidence set out in this paper and the Hymans Robertson report.  
The implication of this last option would add pressure on funds to justify their decisions. 
 
All the options suggested have significant governance implications for the North Yorkshire 
Pension Fund, whether imposed by regulation or by oversight, let alone the investment 
implications, and will require careful consideration. 
 
 
 
 
Peter Scales 
24th June 2014 
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APPENDIX A 
 

Draft public service code of practice 
  
“The draft code of practice relates to those specific matters about which we are 
required to issue a code. It sets out the legal requirements for public service pension 
schemes in respect of those specific matters.  
 
It also contains practical guidance for scheme managers and the members of pension 
boards of public service pension schemes and sets out standards of conduct and 
practice expected of them in meeting their legal requirements, which may help them 
to demonstrate that they have achieved the standard which we consider appropriate.  
 
The matters covered in the code are:  

• Knowledge and understanding for members of pension boards  

• Conflicts of interest  

• Publication of information about pension boards, governance and 
administration  

• Internal controls  

• Record-keeping  

• Late payment of employer and employee contributions  

• Information about member benefits and disclosure of information to members  

• Internal dispute resolution and  

• Reporting breaches of the law.  
 
Where we come across situations in which there are breaches of pensions legislation 
or where there are poor standards of governance and administration, we will refer to 
the code when deciding on appropriate action. The public service code will be a core 
reference if we have to bring enforcement action.  
 
The public service code provides scheme managers and members of pension boards 
with a central reference point for the key areas of activity of public service pension 
schemes – governing your scheme, managing risks, administration and resolving 
issues.”  
 
 
Issued by the Pensions Regulator in December 2013 
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NORTH YORKSHIRE COUNTY COUNCIL 
 

PENSION FUND COMMITTEE 
 

10 JULY 2014 
 

STATEMENT OF FINAL ACCOUNTS 2013/14 
 

Report of the Treasurer 
 
 
 
1.0 PURPOSE OF REPORT 
 
1.1 To approve the draft Statement of Final Accounts for the financial year 2013/14. 
 
 
 
2.0 STATEMENT OF ACCOUNTS 
 
2.1 The draft Statement of Final Accounts for 2013/14 is attached as Appendix A.  This 

complies fully with the CIPFA Code of Practice on Local Authority Accounting in the United 
Kingdom 2013/14 governing the preparation of the 2013/14 Financial statements for Local 
Government Pension Scheme Funds. 

 
2.2 The Accounts are being reported separately to Members so that they can then be referred 

on to the County Council’s Audit Committee (meeting on the 17 July 2014) prior to their 
submission to the External Auditor.  Since 2008/09 there has been a statutory requirement 
for the Accounts to be audited separately from the County Council’s Accounts by the 
External Auditor, thus the need to refer them separately to the Audit Committee. 

 
2.3 Any material amendments to the draft Accounts arising from the External Audit will be 

reported to the September PFC meeting (see paragraph 2.5 below). 
 
2.4 For 2013/14 the NYPF Statement of Final Accounts will also be consolidated in the County 

Council’s Statement of Accounts for approval by the Audit Committee in addition to being 
considered separately by this Committee. 

 
2.5 Once audited, these Accounts will be incorporated into the Pension Fund Annual Report 

which will be placed on the NYPF web site www.nypf.org.uk.  The Annual Report will be 
submitted to Members at the PFC meeting on 18 September 2014. 

 
 
 
3.0 RECOMMENDATIONS 
 
3.1 Members are asked to approve the draft Statement of Final Accounts 2013/14 for referral 

to the County Council’s Audit Committee. 
 

 
GARY FIELDING 
Treasurer 
Corporate Director – Strategic Resources 
County Hall 
Northallerton 
27 June 2014 

ITEM 7

110

http://www.nypf.org.uk/


 1 
NYCC-PENSION FUND CTTEE 28/6/13 
STATEMENT OF ACCOUNTS 2012/13 

 

 

NORTH YORKSHIRE PENSION FUND 

FUND ACCOUNT FOR THE YEAR ENDED 31 MARCH 2014 
 

 

2012/13

£000 £000 £000
CONTRIBUTIONS AND BENEFITS

78,123 Employers - Normal 80,924
0 - Special 0

3,404 - Early Retirement Costs Recharged 4,052
23,756 Employees - Normal 24,125

353 - Additional Voluntary 303
105,636 Total Contributions Receivable (Note 7) 109,404

6,772 Transfers In (Note 8) 11,273

Less

Benefits 

(62,211) Pensions (66,500)
(20,181) (19,936)
(2,201) Lump Sums Death Benefits (1,314)

(84,593) Total Benefits Payable (Note 9) (87,750)

Leavers

(17) Refunds to Members Leaving Service (8)
0 Payments for Members Joining State Scheme 0

(6,241) Transfers Out (4,106)
(6,258) Total Payments on Account of Leavers (Note 10) (4,114)

(1,664) Administrative Expenses (Note 11) (1,559)

19,893 Net Additions From Dealings With Members 27,254

RETURNS ON INVESTMENTS

21,774 Investment Income (Note 12) 22,895
(379) Taxation (Note 13) (397)

(3,324) Investment Expenses (Note 14) (6,075)
237,204 Change in market value of investments (Note 15) 198,746
255,275 Net Returns On Investments 215,169

275,168 Net Increase in the Fund During the Year 242,423

1,565,565 Opening Net Assets of the Fund 1,840,733

1,840,733 Closing Net Assets of the Fund 2,083,156

Commutation and Lump Sum Retirement Benefits

2013/14

Contributions

 
 

.  

APPENDIX A 
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NYCC-PENSION FUND CTTEE 28/6/13 
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NORTH YORKSHIRE PENSION FUND - NET ASSETS STATEMENT  
 
 
 

31 March                  

2013
31 March                  

2014

£000 £000
INVESTMENT ASSETS (Notes 15 & 16)

72,005 Fixed Interest Securities 71,424
625,584 Equities 742,593

1,056,194 Pooled Investments 1,141,317
66982 Pooled Property Investments 98,592

478 Private Equity 258
1,821,243 2,054,184

8,427 Cash Deposits 12,185
6,178 Investment Debtors 14,966

1,835,848 TOTAL INVESTMENT ASSETS 2,081,335

INVESTMENT LIABILITIES (Notes 15 & 16)

(2,863) Derivative Contracts - Forward Currency Contracts (23)
(3,857) Investment Creditors (11,785)
(6,720) TOTAL INVESTMENT LIABILITIES (11,808)

1,829,128 NET INVESTMENT ASSETS 2,069,527

CURRENT ASSETS

4,609 Contributions due from employers 9,233
3,083 Other Non-Investment Debtors 742
6,187 Cash 4,888

13,879 TOTAL CURRENT ASSETS 14,863

CURRENT LIABILITIES

(2,274) Non-investment creditors (1,234)
(2,274) TOTAL CURRENT LIABILITIES (1,234)

1,840,733 TOTAL NET ASSETS (Note 16) 2,083,156   
 
 
 
 
 
The accounts summarise the transactions of the Fund and deal with the net assets. They do not take account 
of the obligations to pay pensions and benefits which fall after the end of the Fund year. 
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NYCC-PENSION FUND CTTEE 28/6/13 
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NOTES TO THE NORTH YORKSHIRE PENSION FUND ACCOUNTS 

FOR THE YEAR ENDED 31 MARCH 2014 

 
1. Description of the Fund 
  

The North Yorkshire Pension Fund (NYPF) is part of the Local Government Pension Scheme (LGPS) 
and is administered by North Yorkshire County Council (NYCC).  The County Council is the reporting 
entity for the Fund. 
 
The following description of the Fund is a summary only.  For more detail, refer to the NYPF Annual 
Report 2013/14 and the statutory powers underpinning the scheme, namely the Superannuation Act 
1972 and the Local Government Pension Scheme (LGPS) Regulations. 
 
a) General 
 
The Fund is governed by the Superannuation Act 1972 and is administered in accordance with the 
following legislation: 
 

 the LGPS (Benefits, Membership and Contributions) Regulations 2007 (as amended) 
 the LGPS (Administration) Regulations 2008 (as amended) 
 the LGPS (Management and Investment of Funds) Regulations 2009 

 
It is a defined benefit pension scheme administered by NYCC to provide pensions and other benefits for 
pensionable employees of NYCC, other local authorities in North Yorkshire and a range of other 
scheduled and admitted bodies within the county.  Teachers, police officers and fire fighters are included 
within other national pension schemes. 
 
The Fund is overseen by the Pension Fund Committee, which is a committee of NYCC. 
 
b) Membership 
 
Membership of the LGPS is voluntary and employees are free to choose whether to join the Scheme, 
remain in the Scheme or make their own personal arrangements outside the Scheme. 
 
Organisations participating in NYPF include: 
 

 scheduled bodies, which are local authorities and similar bodies whose staff are automatically 
entitled to be members of the Fund 

 admitted bodies, which are other organisations that participate in the fund under an admission 
agreement between the Fund and the relevant organisation.  Admitted bodies include voluntary, 
charitable and similar bodies or private contractors undertaking a local authority function following 
outsourcing to the private sector 
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At 31 March 2014 there were 93 contributing employer organisations within NYPF including the County 
Council itself, as detailed below: 
 
 
59 Scheduled Bodies

City of York Council Skipton Girls High School
Craven District Council South Craven School
Hambleton District Council St Aidan's Church of England High School
Harrogate Borough Council The Woodlands Academy
North Yorkshire County Council Thomas Hinderwell Primary Academy
Richmondshire District Council Easingwold Town Council
Ryedale District Council Filey Town Council
Scarborough Borough Council Foss Internal Drainage Board
Selby District Council Fulford Parish Council
North Yorkshire Police & Crime Commissioner Glusburn Parish Council
North Yorkshire Police Force Great Ayton Parish Council
North Yorkshire Fire & Rescue Authority Haxby Town Council
North York Moors National Park Hunmanby Parish Council
York & North Yorkshire Probation Trust KnaresboroughTown Council
Yorkshire Dales National Park Malton Town Council
Askham Bryan College Marston Moor Drainage Board
Craven College Northallerton Town Council
Scarborough Sixth Form College Norton on Derwent Town Council
Selby College Northallerton / Romanby Burial Board
York College Pickering Town Council
Archbishop Holgate's School Riccall Parish Council
Great Smeaton Academy Primary School Richmond Town Council
The Grove Academy Ripon City Council
Harrogate Grammar School Selby Town Council
Harrogate High School Skipton Town Council
Manor Church of England Academy Sutton in Craven Parish Council
Norton College Tadcaster Town Council
Outwood  Academy Thornton Internal Drainage Board
Robert Wilkinson Academy Whitby Town Council
Rossett School

34 Admission Bodies

Catering Academy Ltd Premier Support Services
Chartwells Compass Ringway
Churchill Security Richmondshire Leisure
Community Leisure Scarborough Museums Trust
Craven Housing Sheffield International Venues
Elite Springfield Home Care
Enterprise Superclean
Future Cleaning University of Hull
Grosvenor Facilities Management Veritau Ltd
Human Support Group Veritau North Yorkshire Ltd
ISS Mediclean Ltd Welcome to Yorkshire
Interserve Wigan Leisure & Culture Trust
Jacobs UK Ltd York Archaeological Trust
Joseph Rowntree Trust York Museums & Gallery Trust
Mellors Yorkshire Coast Homes
Northern Care Yorkshire Housing Ltd
NYBEP York St John University  
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Active, pensioner and deferred pensioner numbers, split between NYCC as the Administering Authority 
and all other employers were as follows:   

 

 

31 March 2014 31 March 2013
No No

Employees in the Fund
NYCC 18,960             17,336             
Other employers 12,541             11,700             
Total 31,501             29,036             

Pensioners
NYCC 9,463               8,979               
Other employers 8,205               7,776               
Total 17,668             16,755             

Deferred pensioners
NYCC 18,204             16,830             
Other employers 11,286             10,673             
Total 29,490             27,503              

 
 c) Funding 
  

Benefits are funded by contributions and investment earnings.  Contributions are made by active 
members of the Fund in accordance with the LGPS (Benefits, Membership and Contributions) 
Regulations 2007 (as amended) and range from 5.5% to 7.5% of pensionable pay for the financial year 
ended 31 March 2014.  Employee contributions are matched by employers’ contributions which are set 
based on triennial actuarial funding valuations.  The last such valuation was at 31 March 2013 and 
details of the rates for individual employers are available on the Fund’s website. 
 
d) Benefits 
 
Pension benefits under the LGPS up to 31 March 2014 are based on final pensionable pay and length of 
pensionable service.  For service up to 31 March 2008 each year worked is worth 1/80th of final 
pensionable salary, an automatic lump sum of three times salary is payable, and part of the annual 
pension can be exchanged for a one-off tax free cash payment at the rate of £12 lump sum for each £1 
pension given up.  For service from 1 April 2008 each year worked is worth 1/60th of final pensionable 
salary, there is no automatic lump sum, and part of the annual pension can be exchanged at the same 
rate as for service up to 31 March 2008. 
 
Under the CARE (Career Average Revalued Earnings) scheme which came into effect from April 2014 
benefits will accrue at a rate of 1/49th of pensionable pay earned each year, indexed in line with CPI.  
 
There are a range of other benefits provided under the Scheme including early retirement, disability 
pensions and death benefits.  For more details please refer to the Publications section of the Fund’s 
website. 
 
 

2. Basis of Preparation 
 

The Statement of Accounts summarises the Fund’s transactions for the 2013/14 financial year and its 
year end position as at 31 March 2014.  The accounts have been prepared in accordance with the Code 
of Practice on Local Authority Accounting in the United Kingdom 2013/14 which is based upon 
International Financial Reporting Standards (IFRS), as amended for the UK public sector. 
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The accounts summarise the transactions of the Fund and report on the net assets available to pay 
pension benefits.  The Accounts do not take account of obligations to pay pensions and benefits which 
fall due after the end of the financial year.  The actuarial present value of promised retirement benefits, 
valued on an International Accounting Standard (IAS) 19 basis, is disclosed at Note 19 of these 
accounts. 
 
 

3. Summary of Significant Accounting Policies 
 
 Fund Account – Revenue Recognition 
 
 a) Contribution Income 
 

Normal contributions, both from the members and from the employer, are accounted for on an accruals 
basis at the rate recommended by the Fund’s Actuary in the payroll period to which they relate. 

 
Employers’ augmentation contributions and pension strain contributions are accounted for in the period in 
which the liability arises.  Any amount due in year but unpaid will be classed as a current asset.  Amounts 
due in future years are classed as long term assets. 

 
 b) Transfers To and From Other Schemes 
 

Transfer values represent the amounts received and paid during the year for members who have either 
joined or left the Fund during the financial year and are calculated in accordance with LGPS Regulations. 
 
Individual Transfers in/out are accounted for when received/paid, which is normally when the member 
liability is accepted or discharged. 
 
Transfers in from members wishing to use the proceeds of their additional voluntary contributions or other 
defined contribution arrangements to purchase scheme benefits are accounted for on a receipts basis. 
 
Bulk (group) transfers are accounted for on an accruals basis in accordance with the terms of the transfer 
agreement. 
 
c) Investment Income 
 
Interest income is recognised in the Fund as it accrues, using the effective interest rate of the financial 
instrument as at the date of acquisition or origination.  Income includes the amortisation of any discount 
or premium, transaction costs or other differences between the initial cost of the instrument and its value 
at maturity calculated on an effective interest rate basis. 
 
Dividend income is recognised on the date the shares are quoted ex-dividend.  Any amount not received 
by the end of the reporting period is disclosed in the Net Assets Statement as a current asset. 
 
Distributions from pooled funds are recognised at the date of issue.  Any amount not received by the end 
of the reporting period is disclosed in the Net Asset Statement as a current asset. 
 
Changes in the net market value of investments are recognised as income and comprise all realised and 
unrealised profits/losses during the year. 
 
Fund Account – Expense Items 
 
d) Benefits Payable 
 
Pensions and lump sum benefits payable include all amounts known to be due as at the financial year 
end.  Any amounts due but unpaid are disclosed in the Net Assets Statement as current liabilities. 
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e) Taxation 
 
The Fund is a registered public service scheme under Section 1(1) of Schedule 36 of the Finance Act 
2004 and as such is exempt from UK income tax on interest received and from capital gains tax on the 
proceeds of investments sold.  Income from overseas investments suffers withholding tax in the country 
of origin, unless exemption is permitted.  Irrecoverable tax is accounted for as a Fund expense as it 
arises. 
 
f) Administrative Expenses 
 
All administrative expenses are accounted for on an accruals basis.  All staff costs of the Pensions 
Administration Team are charged to the Fund.  Management, accommodation and other overheads are 
apportioned to the Fund in accordance with NYCC policy. 
 
g) Investment Management Expenses 
 
All investment management expenses are accounted for on an accruals basis. 
 
Fees of the external investment managers are set out in the respective mandates governing their 
appointments.  Broadly, these are based on the market value of the investments under their management 
and therefore increase or reduce as the value of these investments change. 
 
In addition the Fund has negotiated with the following managers that an element of their fee will be 
performance related: 
 

 Baillie Gifford & Co - Global Equities 
 
 FIL Pensions Management (Fidelity) -  Global (ex-UK) Equities 

 
 Standard Life Investments – UK Equities 

 
 Performance related fees were £2,275k in 2013/14 (£217k in 2012/13). 
 
 Net Assets Statement 
 
 h) Assets 
 

Assets are included in the Net Asset Statement on a fair value basis as at the reporting date.  An asset is 
recognised in the Net Asset Statement on the date the Fund becomes party to the contractual acquisition 
of the asset.  From this date any gains or losses arising from the fair value of the asset are recognised by 
the Fund. 

 
The values of investments as shown in the Net Assets Statement have been determined as follows: 

 
 the value of investments for which there are readily available market prices are determined by the 

bid market prices 
 

 fixed interest securities are recorded at net market value based on prevailing yields 
 

 interests in limited partnerships are based on the net asset value ascertained from periodic 
valuations provided by those controlling the partnership 
 

 pooled investment vehicles are valued at closing bid price if both bid and offer prices are 
published, otherwise at the closing single price.  In the case of pooled investment vehicles that 
are accumulation funds, the change in market value also includes income which is reinvested in 
the Fund, net of applicable withholding tax 
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i) Foreign Currency Transactions 
 

Dividends, interest and purchases and sales of investments in foreign currencies have been accounted 
for at the spot market rates at the date of transaction.  End of year spot market exchange rates are used 
to value cash balances held in foreign currency bank accounts, market values of overseas investment 
and purchases and sales outstanding at the end of the reporting period. 

  
j) Derivatives 

 
The Fund uses derivative financial instruments to manage its exposure to specific risks arising from its 
investment activities.  The Fund does not hold derivatives for speculative purposes. 
 
The value of forward currency contracts is based on market forward exchange rates at the year end and 
determined as the gain or loss that would arise if the outstanding contract were matched at the year end 
with an equal and opposite contract. 
 
k) Cash and Cash Equivalents 
 
Cash comprises cash in hand and demand deposits. 
 
Cash equivalents are short term, highly liquid investments that are readily convertible into known 
amounts of cash and that are subject to minimal risk of change in value. 
 
l) Liabilities 
 
The Fund recognises liabilities at fair value as at the reporting date.  A liability is recognised in the Net 
Asset Statement on the date the Fund becomes party to the liability.  From this date any gains or losses 
arising from changes in the fair value of the liability are recognised by the Fund. 
 
m) Actuarial Present Value of Promised Retirement Benefits 
 
The actuarial present value of promised retirement benefits is assessed on a triennial basis by the Fund’s 
Actuary in accordance with the requirements of IAS19 and relevant actuarial standards. 
As permitted under IAS26, the Fund has opted to disclose the actuarial present value of promised 
retirement benefits by way of an Appendix to these statements. 
 
n) Additional Voluntary Contributions 
 
NYPF provides an Additional voluntary contribution (AVC) scheme for its members, the assets of which 
are invested separately from those of the Fund.  The fund has appointed Prudential as its AVC provider.  
AVCs are paid to the AVC provider by employers and are specifically for providing additional benefits for 
individual contributors.  Each AVC contributor receives an annual statement showing the amount held in 
their account and the movements in the year. 
 
AVCs are not included in the Accounts in accordance with Section 4(2)(b) of the LGPS (Management 
and Investment of Funds) Regulations 2009 (SI 2009/3093) but are disclosed as a note only (Note 22). 

 
 

4. Critical Judgement in Applying Accounting Policies 
 
 Unquoted Private Equity Investments 
 

It is important to recognise the highly subjective nature of determining the fair value of private equity 
investments.  They are inherently based on forward looking estimates and judgements involving many 
factors.  Unquoted private equities are valued by the investment manager using guidelines set out by the 
British Venture Capital Association.  The value of unquoted private equities at 31 March 2014 was £258k 
(31 March 2013, £478k). 
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 Pension Fund Liability 
 

The Fund’s liability is calculated every three years by the Actuary, with annual updates in the intervening 
years.  The methodology used is in line with accepted guidelines and in accordance with IAS19.  
Assumptions underpinning the valuations are agreed with the Actuary and are summarised in Note 18.  
This estimate is subject to significant variances based on changes to the underlying assumptions. 
 
 

5. Assumptions Made About the Future and Other Major Sources of Estimation Uncertainty 
 

These Accounts contain estimated figures that are based on assumptions made by the Fund about the 
future or that are otherwise uncertain.  Estimates are made taking into account historical experience, 
current trends and other relevant factors.  However, as these figures cannot be determined with certainty, 
actual results could be materially different using different assumptions. 
 
The item in the Net Assets Statement as at 31 March 2014 for which there is a significant risk of material 
adjustment being required is the actuarial present value of promised retirement benefits, which is based 
on assumptions on the discount rate, salary increases, retirement ages, mortality rates and the return on 
investments. 
 
The effects of changing individual assumptions on the value of pension liabilities can be measured.  A 
0.1% increase in the discount rate would reduce liabilities by £46m, a 0.1% increase in inflation would 
increase liabilities by £44m, and an increase in life expectancy of one year would increase liabilities by 
£52m. 

 
 
6. Events After the Balance Sheet Date 
 

Since 31 March 2014 there have been significant movements in global financial markets which would 
impact upon the market value of the Fund’s investments were they to be valued as at the date these 
Accounts were authorised.  This change is deemed to be a non-adjusting post balance sheet event. 

 
There have been no events since 31 March 2014, and up to the date when these accounts were 
authorised that require any adjustments to these Accounts. 
 
 

7.  Contributions Receivable 
 

 
2013/14 2012/13

£000 £000
Contributions Receivable
    North Yorkshire County Council 47,466 45,284
    Other Scheduled Bodies 55,557 53,647
    Admitted Bodies 6,381 6,705

109,404 105,636  
 

 
8.  Transfers In from Other Pension Funds 

 
 During the year there was one group transfer from the Cumbria Pension Fund to Askham Bryan 
 College of £2.4m.  All other Transfers In were individual transfers. 
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9.  Benefits Payable 
 

 

2013/14 2012/13

£000 £000
Benefits Payable
    North Yorkshire County Council 37,126 36,751
    Other scheduled bodies 45,979 42,928
    Admitted bodies 4,645 4,914

87,750 84,593  
 

 
10. Payments To and On Account of Leavers 
  
 All Transfers Out were individual transfers.  There were no group transfers during the year. 
 
 
11. Administrative Expenses 
 

 

2013/14 2012/13

£000 £000
Administration and Processing 1,378 1,554
Actuarial Fees               137 58
Legal and Audit Fees                 44 52

1,559 1,664  
 
 
12. Investment Income 
 

 

2013/14 2012/13

£000 £000
Fixed Interest and Index Linked Securities        1,928 1,790
Dividends from Equities                         19,485 19,304
Pooled Property Investments 1,067 472
Interest on Cash Deposits                        22 13
Other 393 195

22,895 21,774  
 
 
13. Taxes on Income 
 

 

2013/14 2012/13

£000 £000
Withholding Tax on Dividends 397 379  

 
 
14. Investment Expenses 
 

 

2013/14 2012/13

£000 £000
Administration, Management and Custody 5,890 3,010
Performance Monitoring Services 30 22
Other Advisory Fees 155 292

6,075 3,324  
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15. Investments 
 
 a) Reconciliation of Movements in Investments and Derivatives 
 

£000 £000 £000 £000 £000

71,424 (2,399) (316,193) 318,011 72,005

Equities 742,593 97,814 (442,188) 464,702 622,265

1,141,317 72,708 0 9,096 1,059,513

Pooled Property 98,592 10,010 0 21,600 66,982

Private Equity 258 (59) (180) 19 478

(23) 16,055 (788,658) 775,443 (2,863)

2,054,161 194,129 (1,547,219) 1,818,380

Cash Deposits 12,185 3,758 8,427

Net Investment 
Debtors

3,181 860 2,321

2,069,527 198,747 1,829,128

1,588,871

Net Investment Assets

Total Invested

Fixed Interest 

Pooled Funds

Derivative Contracts 

Value at

1 April

2013

Change in 

market value 

at 31 March 

2014

Value at

31 March 

2014

Sales proceeds 

and derivative 

receipts

Purchases

at cost and 

derivative 

payments

 
 

£000 £000 £000 £000 £000

72,005 5,695 (316,823) 318,011 65,122

Equities 622,265 127,613 (593,881) 426,885 661,648

1,059,513 109,111 (2,651) 162,821 790,232

Pooled Property 66,982 1,405 (783) 42,592 23,768

Private Equity 478 (294) (300) 0 1,072

(2,863) (6,938) (911,217) 913,219 2,073

1,818,380 236,592 (1,825,655) 1,543,915

Cash Deposits 8,427 586 7,841

Net Investment 
Debtors

2,321 26 2,295

1,829,128 237,204 1,554,051

Value at

1 April

2012

Change in 

market value 

at 31 March 

2013

Value at

31 March 

2013

Sales proceeds 

and derivative 

receipts

Purchases

at cost and 

derivative 

payments

1,863,528

Net Investment Assets

Total Invested

Fixed Interest 

Pooled Funds

Derivative Contracts 

 
 

Transaction costs are included in the cost of purchases and sale proceeds.  These include costs charged 
directly to the Fund, such as fees, commissions and stamp duty.  Transaction costs incurred during the year 
amounted to £871k (2012/13 £959k). In addition indirect costs are incurred through the bid–offer spread on 
investments within pooled investment vehicles. These investment vehicles are managed by Investment 
Managers registered in the UK. The amount of indirect costs is not separately provided to the Pension 
Fund. 
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b) Analysis of Investments (excluding derivative contracts) 
 

 

2013/14 2012/13

£000 £000
Fixed Interest Securities

UK Public Sector Quoted 71,424        72,005         

Equities
UK Quoted 408,273      314,260       
Overseas Quoted 334,320      308,005       

742,593      622,265       

Pooled Investments
UK Equity 51,942        41,262         
UK Property 98,592        66,982         
UK Fixed Income 128,667      142,721       
Overseas Equity 570,674      501,679       
Overseas Fixed Income 225,783      213,543       

1,075,658   966,187       

Diversified Growth Funds - UK 164,251      160,308       

Private Equity - UK 258             478              

Total Investments (excl Derivatives) 2,054,184   1,821,243     
  
 
Objectives and Policies for Holding Forward Foreign Currency Derivatives 
 

Up until February 2014 the Fund hedged a proportion (25%) of the US Dollar, Euro, Japanese Yen, 
Swiss Franc and Swedish Krona exposure in relation to overseas equity investments.  Contracts 
outstanding at the year-end relate to positions taken by the Fund’s investment managers for efficient 
trading purposes, were valued at £23k and settled within one month.  Forward currency contracts as at 
31 March 2013 were valued at £(2,863k). 

 
Investments Analysed by Fund Manager 
 

Investment Manager

£000 % £000 %

Baillie Gifford & Co. - Global Alpha 345,185 16.6 306,092 16.7
Baillie Gifford & Co. - LTGG 214,838 10.3 178,193 9.7
Fidelity International 402,771 19.3 372,221 20.3
Standard Life Investments - Equities 416,767 20.0 315,193 17.1
Standard Life Investments - DGF 82,993 4.0 80,308 4.4
ECM Asset Management 125,783 6.0 120,243 6.5
Amundi Asset Management 228,667 11.0 236,024 12.8
RC Brown Investment Management 0 0.0 2,709 0.1
Hermes Property Unit Trust 25,799 1.2 23,640 1.3
Legal & General 27,984 1.3 24,891 1.4
Threadneedle 45,279 2.2 18,654 1.0
M&G Investments 71,922 3.5 73,344 4.0
Newton Investments 81,259 3.9 80,000 4.3
Currency Hedging 22 0.0 (2,863) -0.2
Yorks & Humber Equity Fund 258 0.0 478 0.0

Internally Managed
(cash and net debtors)

13,629 0.7 11,606 0.6

2,083,156 100.00 1,840,733 100.0

31 March 2014 31 March 2013
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The investments with Baillie Gifford, European Credit Management and Amundi each represent more 
than 5% of net assets.  These investments are in pooled funds.  All other investments are either below 
5% or constitute a portfolio of segregated assets. 

 
 
 c) Stock Lending 
 

The Fund has not released stock to a third party under a stock lending arrangement within a regulated 
market at this period end or in any previous years. 

 
 
16. Financial Instruments 
 
 a)  Classification of Financial Instruments 

 
Accounting policies describe how different asset classes of financial instruments are measured, and how 
income and expenses, including fair value gains and losses, are recognised.  The following table 
summarises the carrying amounts of financial assets and liabilities by category. 
 
 

31 March 2013

Designated 
as fair value 
through profit 
& loss

Loans & 
Receivables

Financial 
liabilities 
amortised at 
cost

Designated as fair 
value through 
profit & loss

Loans & 
Receivables

Financial 
liabilities 
amortised 
at cost

£000 £000 £000 £000 £000 £000
Assets

72,005       Fixed Interest Securities 71,424             
622,265     Equities 742,593           
899,205     Pooled Investments 977,065           
66,982       Pooled Property Investments 98,592             

160,308     Diversified Growth Funds 164,252           
478            Private Equity 258                  

Derivative contracts
14,615     Cash 17,073     

6,178         Investment Debtors 14,966             
7,692       Non Investment Debtors 9,975       

1,827,421  22,307     -           2,069,150        27,048     -          
Liabilities

2,864         Derivative Contracts 23                    
3,857         Investment Creditors 11,785             

2,274       Non Investment Creditors 1,234       
6,721         -           2,274       11,808             -           1,234       

1,820,700  22,307     (2,274)      2,057,342        27,048     (1,234)      

31 March 2014

 
 

b) Net Gains and Losses on Financial Instruments 
 

2013/14 2012/13

£000 £000
Fair Value Through Profit & Loss 194,128   236,592   
Loans and Receivables 4,618       612          

198,746   237,204    
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c) Fair Value of Financial Instruments and Liabilities 

 
The following table summarises the cost of the assets and liabilities by class of instrument compared with 
their fair values in the Accounts. 
 

Cost Fair Value Cost Fair Value
£000 £000 £000 £000

Assets

1,525,128  1,827,421   Fair Value through Profit & Loss 1,940,111        2,069,150  
22,307       22,307        Loans and Receivables 27,048             27,048       

1,547,435  1,849,728   1,967,159        2,096,198  

Liabilities

6,721         6,721          Fair Value through Profit & Loss 11,808             11,808       
2,274         2,274          Liabilities at Amortised Cost 1,234               1,234         
8,995         8,995          13,042             13,042       

31 March 201431 March 2013

 
 
NYCC has not entered into any financial guarantees that are required to be accounted for as financial 
instruments. 
 
 
d) Valuation of Financial Instruments Carried at Fair Value 

 
The valuation of financial instruments has been classified into three levels, according to the quality and 
reliability of information used to determine fair values. 
 
Level 1 
 
Financial instruments at Level 1 are those where the fair values are derived from unadjusted quoted 
prices in active markets for identical assets and liabilities.  Products classified as Level 1 comprise quoted 
equities, quoted fixed securities, quoted index linked securities and unit trusts. 
 
Listed investments are shown at bid prices.  The bid value of the investment is based on the bid market 
quotation of the relevant stock exchange. 
 
Level 2 
 
Financial instruments at Level 2 are those where quoted market prices are not available, for example 
where an instrument is traded in a market that is not considered to be active or where valuation 
techniques are used to determine fair value and where these techniques use inputs that are based 
significantly on observable market data. 
 
Level 3 
 
Financial instruments at Level 3 are those where at least one input that could have a significant effect in 
the instrument’s valuation is not based on observable market data.  Such instruments would include 
unquoted equity investments, which are valued using various valuation techniques that require significant 
judgement in determining appropriate assumptions. 
 
The value of the investment in private equity is based on a valuation provided by the manager of the fund 
in which NYPF has invested.  This valuation has been prepared in accordance with the British Venture 
Capital Association guidelines.  Formal valuations are undertaken annually as at the end of December. 
 
The following table provides an analysis of the assets and liabilities of the Fund grouped into Levels 1 to 
3, based on the level at which the fair value is observable. 
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Values at 31 March 2014

Level 1 Level 2 Level 3 Total
£000 £000 £000 £000

Assets

Fair Value through Profit & Loss 2,068,892   258         2,069,150  
Loans and Receivables 27,048        27,048       

2,095,940   -                 258         2,096,198  

Liabilities

Fair Value through Profit & Loss 11,785        23              11,808       
Liabilities at Amortised Cost 1,234          1,234         

13,019        23              -              13,042       

2,082,921   23-              258         2,083,156  Net Assets

Quoted Market 
Price

Using 
Observable 

Inputs

With 
Significant 

Unobservable 
Inputs

 
 
 
Values at 31 March 2013

Level 1 Level 2 Level 3 Total
£000 £000 £000 £000

Assets

Fair Value through Profit & Loss 1,826,943   478         1,827,421  
Loans and Receivables 22,307        22,307       

1,849,250   -                 478         1,849,728  

Liabilities

Fair Value through Profit & Loss 3,858          2,863         6,721         
Liabilities at Amortised Cost 2,274          2,274         

6,132          2,863         -              8,995         

1,843,118   2,863-         478         1,840,733  Net Assets

Quoted Market 
Price

Using 
Observable 

Inputs

With 
Significant 

Unobservable 
Inputs

 
 
 
 

17. Nature and Extent of Risks Arising from Financial Instruments 
 
 Risk and Risk Management 
 

The Fund’s primary long term risk is that the Fund’s assets will fall short of its liabilities (i.e. promised 
benefits payable to members).  Therefore the aim of investment risk management is to minimise the risk 
of an overall reduction in the value of the Fund and to maximise the opportunity for gains across the 
whole Fund portfolio.  The Fund achieves this through asset diversification to reduce exposure to market 
risk (price risk, currency risk and interest rate risk) and credit risk to an acceptable level.  In addition, the 
fund manages its liquidity risk to ensure there is sufficient liquidity to meet the Fund’s forecast cash flows.  
NYCC manages these investment risks as part of its overall approach to Pension Fund risk. 
 
Responsibility for the Fund’s risk management strategy rests with the Pension Fund Committee.  A Risk 
Register has been established to identify and analyse the risks faced by NYCC’s pensions operations.  
This document is periodically reviewed regularly to reflect changes in activity and in market conditions. 
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a) Market Risk 

 
 
Market risk is the risk of loss from fluctuations in equity prices, interest and foreign exchange rates and 
credit spreads.  The Fund is exposed to market risk from its investment activities, particularly through its 
equity holdings.  The level of risk exposure depends on market conditions, expectations of future price 
and yield movements and the asset mix. 
 
The objective of the Fund’s Risk Register includes identifying, managing and controlling market risk 
exposure within acceptable parameters, whilst optimising the return on risk. 
 
In general, excessive volatility in market risk is managed through the diversification of the portfolio in 
terms of geographical and industry sectors and individual securities.  To mitigate market risk, the PFC 
and its investment advisers undertake appropriate monitoring of market conditions and benchmark 
analysis. 
 
The Fund manages these risks in two ways: 
 

 the exposure of the Fund to market risk is monitored through advice from the investment advisers 
to ensure that risk remains within tolerable levels 

 
 specific risk exposure is limited by applying risk weighted maximum exposures to individual 

investments through Investment Management Agreements 
 
 
 Other Price Risk 
 

Other price risk represents the risk that the value of a financial instrument will fluctuate as a result of 
changes in market prices (other than those arising from interest rate risk or foreign exchange risk), 
whether those changes are caused by factors specific to the individual instrument or its issuer or factors 
affecting all such instruments in the market. 

 
The Fund is exposed to share and derivative price risk.  This arises from investments held by the Fund for 
which the future price is uncertain.  All securities investments present a risk of loss of capital.  The 
maximum risk resulting from financial instruments is determined by the fair value of the financial 
instruments. 
 
The Fund’s investment managers mitigate this price risk through diversification and the selection of 
securities and other financial instruments is monitored to ensure it is within limits specified in the Fund’s 
investment strategy. 
 
Following analysis of historical data and expected investment return movement during the financial year, 
the following table shows movements in market price risk that are reasonably possible for the 2013/14 
reporting period, assuming other variables such as foreign currency rates and interest rates remain 
unchanged.  The changes disclosed are broadly consistent with a one standard deviation movement in 
the value of assets.  A prior year comparator is also shown below. 
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Asset Type Value as at 

31 March 

2014

Percentage 

Change

Value on 

Increase

Value on 

Decrease

£000 % £000 £000
Cash and Cash Equivalents 12,185 0.0 12,185 12,185
UK Bonds 71,424 5.5 75,352 67,496
UK Equities 408,273 13.0 461,348 355,198
Overseas Equities 333,923 12.1 374,328 293,518
UK Pooled Equity 51,942 13.0 58,694 45,190
Overseas Pooled Equity 570,674 12.1 639,726 501,622
UK Pooled Bonds 128,667 5.5 135,744 121,590
Overseas Pooled Bonds 225,783 5.5 238,201 213,365
Pooled Property Investments 98,592 1.8 100,367 96,817
Diversified Growth Funds 164,251 9.3 179,526 148,976
Private Equity 257 13.0 290 224
Derivatives (22) 0.0 (22) (22)
Non Investment Debtors/Creditors 3,181 0.0 3,181 3,181
Total Assets 2,069,130 2,278,921 1,859,339  
 
 

Asset Type Value as at 

31 March 

2013

Percentage 

Change

Value on 

Increase

Value on 

Decrease

£000 % £000 £000
Cash and Cash Equivalents 8,427 0.0 8,427 8,427
UK Bonds 72,005 5.5 75,965 68,045
UK Equities 314,260 13.0 355,114 273,406
Overseas Equities 308,005 12.1 345,274 270,736
UK Pooled Equity 41,262 13.0 46,626 35,898
Overseas Pooled Equity 501,679 12.1 562,382 440,976
UK Pooled Bonds 142,721 5.5 150,571 134,871
Overseas Pooled Bonds 213,543 5.5 225,288 201,798
Pooled Property Investments 66,982 1.8 68,188 65,776
Diversified Growth Funds 160,308 9.3 175,217 145,399
Private Equity 478 13.0 540 416
Derivatives (2,863) 0.0 (2,863) (2,863)
Non Investment Debtors/Creditors 2,321 0.0 2,321 2,321
Total Assets 1,829,128 2,013,049 1,645,207  
 
 
Interest Rate Risk 
 
The Fund invests in financial assets for the primary purpose of obtaining a return on investments.  These 
investments are subject to interest rate risks, which represent the risk that the fair value or future cash 
flows of a financial instrument will fluctuate because of changes in market interest rates. 
 
The Fund’s interest rate risk is monitored by the Fund and its investment advisers through the risk 
management strategy including monitoring the exposure to interest rates and assessment of actual 
interest rates against the strategic benchmark. 
 
The Fund’s direct exposure to interest rate movements as at 31 March 2014 and 31 March 2013 is set 
out in the tables below.  These disclosures present interest rate risk based on the underlying financial 
assets at fair value. 
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2013/14 2012/13

£000 £000
Cash and Cash Equivalents 12,185 8,427
Fixed Interest Securities 71,424 72,005

83,609 80,432
 

 
The Fund recognises that interest rates can vary and can affect both income to the Fund and the value of 
the net assets available to pay benefits.  No figures are available for a predicted movement in the long 
term average rate.  However for illustrative purposes if it were to change by +/- 25 bps the values in the 
table above would change by £209k and for 2012/13 asset values, £201k. 
 
Currency Risk 
 
Currency risk represents the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates.  The Fund is exposed to currency risk on 
financial instruments that are denominated in any currency other than the functional currency of the Fund 
(£UK).  The Fund holds both monetary and non monetary assets denominated in currencies other than 
£UK. 
 
The Fund’s currency rate risk is monitored in accordance with the Fund’s risk management strategy, 
including monitoring the range of exposure to currency fluctuations. 
 
After receiving advice it is considered that the likely volatility associated with foreign exchange 
movements to be +/-5.5%.  A fluctuation of this size is considered reasonable based on the analysis of 
long term historical movements in the month end exchange rates. 
 
Assuming all other variables, in particular, interest rates remain constant, a 5.5% 
strengthening/weakening of the pound against the various currencies in which the Fund holds 
investments would increase/decrease the net assets available to bay benefits as follows: 
 
Asset Type Value as at 31 

March 2014

Value on 5.5% 

Increase

Value on 5.5% 

Decrease

£000 £000 £000
Overseas Equities 904,597 954,350 854,844
Overseas Bonds 225,783 238,201 213,365
Total Assets 1,130,380 1,192,551 1,068,209  
 
Asset Type Value as at 31 

March 2013

Value on 5.5% 

Increase

Value on 5.5% 

Decrease

£000 £000 £000
Overseas Equities 809,684 854,217 765,151
Overseas Bonds 213,543 225,288 201,798
Total Assets 1,023,227 1,079,504 966,950  
 
 

b) Credit Risk 
 

Credit risk represents the risk that the counterparty to a transaction or a financial instrument will fail to 
discharge an obligation and cause the Fund to incur a financial loss.  The market values of investments 
generally reflect an assessment of credit in their pricing and consequently the risk of loss is implicitly 
provided for in the carrying value of the Fund’s assets and liabilities. 
 
In essence the Fund’s entire investment portfolio is exposed to some form of credit risk, with the 
exception of the derivative positions, where the risk equates to the net market value of a positive  

128



 19 
NYCC-PENSION FUND CTTEE 28/6/13 
STATEMENT OF ACCOUNTS 2012/13 

 
derivative position.  However the selection of high quality counterparties, brokers and financial institutions 
minimises credit risk that may occur through the failure to settle a transaction in a timely manner. 
 
Contractual credit risk is represented by the net payment or receipt that remains outstanding, and the cost 
of replacing the derivative position in the event of counterparty default.  The residual risk is minimal due to 
the various insurance policies held by the exchanges to cover defaulting counterparties. 
 
Credit risk on over the counter derivative contracts is minimised as counterparties are recognised 
financial intermediaries with acceptable credit ratings determined by recognised rating agencies. 
 
Deposits are not made with banks and financial institutions unless they are rated independently and meet 
NYCC’s credit criteria.  NYCC has also set limits as to the maximum amount of deposits placed with any 
one financial institution.  Money market funds chosen all have at least the minimum credit rating as 
described in NYCC’s Treasury Management Strategy. 
 
NYCC believes it has managed its exposure to credit risk and has had no experience of default or 
uncollectible deposits over the past five financial years.  The Fund’s cash holding under its treasury 
management arrangements with NYCC at 31 March 2014 was £4.9m (31 March 2013, £6.2m) and was 
held with the following institutions: 
 

£000 £000
Cash and Cash Equivalents

117          477          

1,640       1,434       
938          -           

Deposits with banks and financial institutions for less than 1 Yr

-           3,338       

-           318          
-           636          

2,193       -           
4,888       6,203       

31 March 2014 31 March 2013

Part Nationalised Banks with Fitch Rating Long Term A and Short 
Term F1 

Institutions with Fitch Rating Long Term A and Short Term F1

Institutions with Fitch Rating Long Term AA- and Short Term F1+

Institutions with Fitch Rating Long Term A and Short Term F1

Part Nationalised Banks with Fitch Rating Long Term A and Short 
Term F1 

Institutions with Fitch Rating Long Term AA- and Short Term F1+

Institutions with Fitch Rating Long Term A+ and Short Term F1

 
 
c)  Liquidity Risk 

 
Liquidity risk represents the risk that the fund will not be able to meet its financial obligations as they fall 
due.  The Fund therefore takes steps to ensure that it has adequate cash resources to meet its 
commitments. 
 
The Fund has immediate access to its cash holdings, subject to the fixed periods determined when 
deposits are placed.  These deposits are scheduled to ensure cash is available when required. 
 
The Fund also has access to an overdraft facility for short term (up to three months) cash needs.  This 
facility is only used to address changes in the strategic benchmark and is met by either surplus cash from 
contributions received exceeding pensions paid or if necessary, disinvesting. 
 
The fund defines liquid assets as assets that can be converted to cash within three months.  Illiquid 
assets are those assets which will take longer than three months to convert to cash.  As at 31 March 
2014 the value of illiquid assets was £257k, which represented less than 0.1% of total Fund assets (31 
March 2013, £478k, which represented less than 0.1% of total Fund assets). 

 
All liabilities at 31 March 2014 are due within one year. 
The Fund does not have any financial instruments that have a refinancing risk as part of its treasury 
management and investment strategies. 
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18. Funding Arrangements 
  

In line with the Local Government Pension Scheme (Administration) Regulations 2008 the Fund’s 
Actuary, Mercer, undertakes a funding Valuation every three years for the purpose of setting employer 
contribution rates for the forthcoming triennial period.  The last such Valuation took place as at 31 March 
2013.  The next Valuation will take place as at 31 March 2016. 
 
The key elements of NYPF’s funding policy are: 

 to ensure the long term solvency of the Fund, i.e. that sufficient funds are available to meet all 
pension liabilities as the fall due for payment 

 to ensure that employer contribution rates are as stable as possible 
 to minimise the long term cost of the scheme by recognising the link between assets and 

liabilities and adopting an investment strategy that balances risk and return 
 to reflect the different characteristics of employing bodies in determining contribution rates where 

the Administering Authority considers it reasonable to do so 
 to use reasonable measures to reduce the risk to other employers and ultimately to the council 

tax payer from an employer defaulting on its pension obligations 
 

The aim is to achieve 100% solvency over a period of 27 years from April 2014 and to provide stability in 
employer contribution rates by spreading any increases in rates over a period of time.  Solvency is 
achieved when the funds held, plus future expected investment returns and future contributions are 
sufficient to meet expected future pension benefits payable. 
 
At the 2013 Triennial Valuation the Fund was assessed as 73% funded (67% at the 2010 Valuation).  
This reflected a deficit of £668m (£659m at the 2010 Valuation). 
 
The common rate of employers’ contributions is the average rate required from all employers calculated 
as being sufficient, together with contributions paid by employees, to meet all liabilities arising in respect 
of service after the Valuation date.  For 2013/14 the common rate (determined at the 2010 Valuation) is 
12.2% of pensionable pay and for the three years from 2014/15 it is 13.8%. 
 
Individual employers’ rates will vary from the common contribution rate depending on the demographic 
and actuarial factors particular to each employer.  Full details of the contribution rates payable can be 
found in the 2013 Triennial Valuation Report and the Funding Strategy Statement on the Fund’s website. 
 
The valuation of the Fund has been undertaken using the projected unit method under which the salary 
increase for each member is assumed to increase until they leave active service by death, retirement or 
withdrawal from service.  The principal assumptions were: 

 

 

For future service

liabilities

Investment Return 5.60% per annum
Inflation 2.60% per annum
Salary Increases 4.75% per annum
Pension Increases 2.60% per annum  

 
Future life expectancy based on the Actuary’s Fund specific mortality review was: 
 

Male Female

Current pensioners 22.9 years 25.4 years
Future pensioners (assumed current age 45) 25.1 years 27.7 years  
 
 
Life expectancy for the year to 31 March 2014 is based on 2012 CMI projections subject to a long-term 
improvement trend of 1.5% per annum. 
It is assumed that future retirees will take 50% of the maximum additional tax-free lump sum up to HMRC 
limits for pre-April 2008 and for post-April 2008 service. 
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19. Actuarial Present Value of Promised Retirement Benefits 

 
In addition to the Triennial Funding Valuation, the Actuary also undertakes a valuation of pension fund 
liabilities on an IAS19 basis every year using the same base data as the Valuation, rolled forward to the 
current financial year, taking account of changes in membership numbers and using updated 
assumptions.  A statement prepared by the Actuary is attached as an Appendix. 

 
 
20. Current Assets 
 

 

2013/14 2012/13

£000 £000
Debtors

    Investment Debtors

    Investment Transactions 11,405 3,533
    Accrued Dividends 2,359 1,785
    Withholding Taxes Recoverable 1,202 860

14,966 6,178
    Other Debtors

    Contributions due from Scheduled (Government) Bodies 8,769 7,106
    Contributions due from Admitted Bodies 464 494
    Pensions Rechargeable 13 25
    Interest on Deposits 2 0
    Other 727 67

9,975 7,692
Total Debtors 24,941 13,870  

 
 
21. Current Liabilities 
 

 

2013/14 2012/13

£000 £000
Creditors

    Investment Creditors 11,808 6,721
    Sundry Other Creditors 1,235 2,273

13,043 8,994  
 

All creditors are non government entities and individuals. 
 
 

22. Additional Voluntary Contributions (AVCs) 

  
Members may make Additional Voluntary Contributions (AVCs) which are invested in insurance policies 
with the Prudential Assurance Company Limited on behalf of the individual members concerned.  
 
The AVCs are not included in the Pension Fund Accounts in accordance with regulation 5(2)(c) of the 
Local Government Pension Scheme (Management and Investment of Funds) Regulations 1998. 
 
AVC contributions of £2,390k were paid directly to Prudential during the year (£2,226k in 2012/13).  The 
total value of the AVC Fund serviced by these contributions as at 31 March was:  
 

31 March 2014 31 March 2013

£000 £000
Prudential 21,320 20,961  
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23. Related Party Transactions 
 

North Yorkshire County Council 
 
The North Yorkshire Pension Fund is administered by North Yorkshire County Council.  Consequently 
there is a strong relationship between the Council and the Fund. 
 
The Council incurred costs of £1,078k (£1,064k in 2012/13) in relation to the administration of the Fund 
and was subsequently reimbursed by the Fund for these expenses.  The Council is also the single 
largest employer of members of the Fund and contributed £47.5m to the Fund in 2013/14 (£45.3m in 
2012/13).  All monies owing to and due from the Fund were paid in the year. 
 
Part of the Fund’s cash holdings are invested on the money markets by the treasury management 
operations of the Council, through a service level agreement.  During the year to 31 March 2013 the 
Fund had an average investment balance of £1.8m (£(2.2m) during 2012/13) receiving interest of £15.6k 
(£26k paid in 2012/13) on these funds. 
 
Governance 
 
As at 31 March 2014 there were five Pension Fund Committee Members who were also active members 
of the Fund, each of whom was required to declare their interests at each meeting.  The Corporate 
Director – Strategic Resources, who was also the Treasurer of the Fund was also an active member.  
Benefits for PFC Members and the Treasurer were accrued on exactly the same basis as for all other 
members of the Fund.  

 
 

24. Contingent Liabilities and Contractual Commitments 
 

The Fund had no material contingent liabilities or contractual commitments at the year end (£nil in 
2012/13). 
 
 

25. Contingent Assets 
 

Five admitted body employers hold insurance bonds to guard against the possibility of being unable to 
meet their pension obligations.  These bonds are drawn in favour of the pension fund and payment will 
only be triggered in the event of an employer default. 

 
 
26. Impairment Losses 
 

The Fund had no material impairment losses at the year end (£nil in 2012/13). 
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NORTH YORKSHIRE COUNTY COUNCIL 

 

PENSION FUND COMMITTEE 

 

10 JULY 2014 

 

FUND MANAGER MATTERS 

 

Report of the Treasurer 
 
 
 
1.0 PURPOSE OF REPORT 
 
1.1 To seek a decision from Members on the next step of the review of the Equity 

allocation of the Fund. 
 

 
 
2.0  ALLOCATION TO EQUITIES 
 
2.1 Since the Investment Strategy Workshops in October 2013 and February 2014 

Members have received presentations from 4 equity managers with alternative 
styles to the Fund’s existing managers, Baillie Gifford, Standard Life and Fidelity.  
This was to assist Members consideration of adding a fourth, complimentary 
manager to address the issues identified in the Workshops, being: 

 
 the relative risk the fund is exposed to through the portfolio managed by 

Standard Life 
 Fidelity’s ability to achieve their performance target of 2% above their 

benchmark 
 the size of mandates with each of the equity managers 

 
2.2 Aon Hewitt has provided a document titled Development of the Equity Portfolio 

which summarises the position and concludes with four options for the way forward, 
and a one page summary of the key characteristics of the four managers referred 
to above.  Both documents have been circulated to Members separately. 

 
2.3 Members are asked to choose the way forward from the following: 
 

1. commence a search for a new traditional global equity manager to 
complement the existing three 

2. commence a search for a low volatility global equity manager to complement 
the existing three 

3. pursue both options 1 and 2 to provide even greater diversification 
4. not to pursue an additional appointment at this time 

 
 The fund’s advisers have produced a paper which sets out these options in greater 
detail.  This paper is not for public information but is attached as Appendix 1 for 
the Committee. 
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2.4 Should members wish to pursue one or more additional appointments the 
 Committee is asked to nominate a Panel of Members to participate in the selection 
 process. 
 
2.5 Members may wish to discuss filtering criteria to be used to narrow the breadth of 
 the manager search, or to leave some or all of these decisions to the Panel. 
 
  
 
3.0 RECOMMENDATIONS 
 
3.1 Members are asked to choose one of the options described in paragraph 2.3 
 
3.2 If Members wish to commence one or more new appointments: 
 

i. nominate a Panel of Members to participate in the selection process(es) 
ii. determine any filtering criteria they deem appropriate 

 
 
 
 
GARY FIELDING 
Treasurer 
Central Services 
County Hall 
Northallerton 
 
27 June 2014 
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