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Introduction

This report provides an update on general developments in Local Government
Pensions Scheme arena and also the Scheme Advisory Board’s key projects relating
to the governance and administration of the Local Government Pension Scheme;
specifically national initiatives to deal with inconsistencies across the Scheme for
academies, the risks associated with Third-Tier employers and the conflicting
interests at local authority employers who undertake the administering authority
function.

In addition, it covers the guidance and policy consultation issued by the Ministry of
Housing, Communities & Local Government on LGPS asset pooling and on
Technical Amendments to Benefits.

Fund Officers would seek comments and approval from the Chairs of both the
Pensions Committee and Pensions Board on the guidance perspective before
submitting the consultation response by the prescribed deadline of 28 March 2019.

Recommendations:

e Members of the Pensions Committee and the Pensions Board are asked to
note the contents of the report which covers the following matters.

1) Draft MHCLG guidance on LGPS asset pooling;

2) Technical Amendments to Benefits Consultation;

3) LGPS Employer Cost Cap;

4) New Fair Deal in the LGPS;

5) UK and EU regulators agree on contingencies for ‘no deal’ Brexit;
6) Separation Project / Good governance in the LGPS;

7) Academies Pension Cost;

8) GMP Equalisation and the LGPS;

9) Employer Exit Credits and
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10)Cost Transparency
1. REASONS FOR THE DECISIONS

1.1  For effective and efficient management of the Fund.

1.2 There is a requirement for Members of the Pension Committee to be kept up to
date with legislative developments as part of their decision making role.

2. ALTERNATIVE OPTIONS

2.1 No alternative.

3. DETAILS OF REPORT

3.1 Draft MHCLG guidance on LGPS asset pooling

3.1.1 January this year, the MHCLG published its draft statutory guidance on asset
pooling. The consultation is open for 12 weeks (closing on 28 March). It is
deemed an informal consultation which is addressed to “interested parties
only, including the Scheme Advisory Board, Pensions Committees, Local
Pension Boards, the pool Joint Committees or equivalent, the Cross Pool
Collaboration Group, the pool operating companies where owned by
participating funds, CIPFA and ALATS”. This guidance would put the pooling
process on a statutory basis for the first time.

3.1.2 Some noteworthy features of the consultation document include:
i.  Guidance will have statutory force
i. The definition of “pooled assets” excludes passive investment in life
policies held directly by administering authorities
iii. Pool members must appoint a pool company regulated by the FCA
(3.2)
iv. ~Pool members should consider moving from active to passive
investment where active management has not generated better net of
fees performance over a reasonable period (3.6)
v. Pool members should take account of benefits across the pool and the
scheme as a whole and should not seek simply to minimise costs in the
short term (4.4)
vi. Inter-authority payments may be used to share transition costs
equitably between pool members (5.4)
vii.  There are tighter definitions of the conditions to justify keeping assets
outside of the pool (existing “retained” assets and new investments)
vii.  From 2020 it is expected that pool members “should make new
investments outside the pool only in very limited circumstances” (6.2)
ix. Pool members may invest in vehicles provided by other pools where
collaboration between pools or specialisation can deliver improved net
returns (6.3)
X.  There is no specific target for infrastructure (7.2)
xi.  All residential property is included in the definition of infrastructure (7.5)
xii.  Extensive reporting requirements on costs and performance relative to
relevant indices (8.2) kick in with effect from the 2018-19 report (8.1)
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3.1.3

3.1.4

3.1.5

3.1.6

3.1.7

3.1.8

3.1.9

Local Government Pension Scheme administering authorities are set to be
given a deadline of 2020 after which they should not normally make
investments outside our LGPS pool.

The document says: “Following the 2019 valuation, pool members will review
their investment strategies and put revised strategies in place from 2020.
“‘From 2020, when new investment strategies are in place, pool members
should make new investments outside the pool only in very limited
circumstances.”

It added that some existing investments may be retained by pool members —
but only “on a temporary basis”. “If the cost of moving the existing investment
to a pool vehicle exceeds the benefits of doing so, it may be appropriate to
continue to hold and manage the existing investment to maturity before

reinvesting the funds through a pool vehicle,” it said.

Funds will be allowed to retain a small proportion of investments in “local
initiatives within the geographical area of the pool member”, but these would
not normally exceed five per cent of assets, the draft guidance says.

In conclusion, the effect of this statutory guidance will be to encourage those
LGPS funds that may have been reluctant to pool assets to reconsider their
positions.

The 2020 target date and the process by which retained assets should be
assessed is likely to speed up the transition process to pooling.

The draft statutory guidance, did not mention the type of advice that pools
should be allowed to give to their member funds. This is because at least one
asset pool is already understood to be providing advice on investment
strategy to its constituent funds and this approach may be embraced by other
pools.

3.1.101t is worth noting that such approach would appear to be inappropriate and

also contrary to the overall intention of asset pooling within the LGPS which is
to realise the benefits of scale in the implementation of individual LGPS Funds
investment strategies. Pools should not have a major influence over the
strategic asset allocations of a local authority.

3.1.11 Therefore, it would appear both logical and highly desirable that a statement

be included in the final version of the statutory guidance that asset pools ‘must
not provide ‘proper advice’ to any LGPS fund in relation to decisions made by
an LGPS fund.’

3.1.12 The consultation was issued on 3 January 2019, it is open for 12 weeks and

will close on 28 March. It is deemed an informal consultation which is
addressed to “interested parties only, including the Scheme Advisory Board
(SAB), Pensions Committees, Local Pension Boards, the pool Joint
Committees or equivalent, the Cross Pool Collaboration Group, the pool
operating companies where owned by participating funds, CIPFA and
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ALATS”. The SAB secretariat will be assisting MHCLG with the consultation
but all responses should be sent to LGPensions@communities.gov.uk.

3.1.13 The consultation will close at the end of March and it is possible that the final

3.2
3.2.1

3.2.2

3.2.3

3.2.4

3.2.5

3.2.6

3.2.7

3.2.8

version could be adopted shortly after.
Technical Amendments to Benefits Consultation

The MHCLG issued a policy consultation on 4 October 2018 on a number of
amendments to the provisions of the LGPS as a result of a number of
challenges in the Supreme Court.. The three main sections of the consultation
were:

¢ Amendments to benefits payable to same-sex married or civil partners in
order for them to receive the same benefits on survival as a widow

e Power to issue statutory guidance to the Secretary of State
e Early access to benefits for deferred members of 1995 Scheme

These challenges related to survivor benefits as the scheme rules are
inconsistent with the 1998 Human Rights Act.

The main change relates to survivors’ benefits of same-sex marriages or civil
partners, with the objective to equalise benefits to those of an opposite sex
spouse.

Surviving partners in a civil partnership or same sex marriage of either sex are
all currently afforded benefits equivalent to widowers.

The Government has decided that all public service pension schemes should
implement changes to ensure that survivors of a registered civil partnership or
same-sex marriage are provided with benefits that replicate those provided to
widows.

This change would be significant as post-retirement marriage is based on
service from 1978 for widows but only from 1988 for widowers.

Although the Fund did not respond to the consultation but is in support the
equalisation of survivor benefits and would have raise concern that the
proposals do not extend to cover survivor pensions for opposite sex marriages
or cohabitating partners.

The consultation has now closed and in December, the MHCLG issued a
response to the consultation, with most of the responses being positive. The
original consultation and the response paper can be found clicking below link:
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/
attachment_data/file/766170/LGPS technical amendments gvt response.pdf
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3.3
3.3.1

3.3.2

3.3.3

3.34

3.35

3.3.6

LGPS Employer Cost Cap

Another key objective of public service pension reform is to ensure a fair
balance of risks between scheme members and the taxpayer. To achieve this,
the government will establish an employer cost cap mechanism in the new
public service pension schemes. This will provide backstop protection to the
taxpayer, and will ensure that the risks associated with pension provision are
shared with scheme members.

The Treasury Directions provide the framework for this mechanism. All
schemes must set a cap, expressed as a percentage of pensionable pay, and
calculated in accordance with these Directions. If a future valuation shows that
the costs of a scheme have risen more than 2 percentage points above the
cap, or have fallen more than 2 percentage points below the cap, action will
be taken to return costs to the level of the cap. This may be achieved via
adjustments to member benefits accruing in respect of future service, or
adjustments to member contributions.

The cost cap will control the cost risks associated with the new pension
schemes, and the cost risks associated with active members who have
service in the existing, pre-reform schemes (including those with transitional
protection). Changes in costs which arise from technical or financial changes
will not affect the cost cap. Only those which relate to members — such as
changing expectations about life expectancy, salary growth or career paths —
will be included in the cap mechanism.

The new framework for valuations of the public service pension schemes and
the establishment of an employer cost cap will ensure that the full costs of
providing the public service pension schemes are recognised and remain
sustainable in the future.

On 21 December 2018 the LGPS Scheme Advisory Board (SAB) published its
paper on cost management. The LGPS in England and Wales has a separate
cost management process which is completed prior to finalisation of the HM
Treasury public sector cost cap calculations.

Under this initial phase, the SAB are proposing an improvement to benefits
equating to 0.5% of payroll, taking the cost back up to the long term target of
19.5% of payroll. The proposals are broadly as follows:

e Removal of Tier 3 ill Health

e A minimum lump sum death in service benefit of £75,000 per member
(regardless of salary)

e Enhanced early retirement factors for all members who are active on 1st
April 2019 in respect of their final salary-linked membership only

e Lower employee contributions for those with salaries at the lower end of
the contribution band scale
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3.3.7

3.3.8

3.3.9

The HM Treasury cost cap process will be completed once the outcome of the
above proposals and subsequent consultation is known.

However, on 30 January 2019 the Government published a written statement
which announces a pause in the cost cap process for public service pension
schemes pending the outcome of the application to appeal the McCloud case
to the Supreme Court. A copy of the judgement can be found clicking below:
https://www.judiciary.uk/wp-content/uploads/2018/12/lord-chancellor-v-
mcloud-and-ors-judgment.pdf and the statement can be found clicking:
https://www.parliament.uk/business/publications/written-questions-answers-
statements/written-statement/Commons/2019-01-30/HCWS 1286/

As a result the LGPS Advisory Board (SAB) considers it has no option but to
pause its own process pending the outcome of McCloud. The process has
been paused and at present, there are no changes planned for April 2019.
The employee contributions in April are to be levied as set out in current
regulations and the Board would revisit the cost cap process once an outcome
of McCloud is known.

3.3.10In pausing the process, the SAB reserves its position to resubmit the benefit

3.4
3.4.1

3.4.2

3.4.3

change recommendations made to MHCLG as a result of its own cost cap
process or to submit a revised package of benefit improvements and
contribution reductions when clarity in the matter has been achieved as this
could potentially increase rates materially.

New Fair Deal in the LGPS

On 10 January the MHCLG published its latest consultation on the “New” Fair
Deal, concerning the introduction of greater pensions protection for
employees of LGPS employers who are compulsorily transferred to service
providers. The consultation closes on Thursday 4 April, and we will be
responding in due course. Click the below link for the Government
consultation document: https://www.gov.uk/government/consultations/local-
government-pension-scheme-fair-deal-strengthening-pension-protection

This latest consultation is long overdue, with the government having issued its
New Fair Deal guidance back in 2013 and the MHCLG having had an initial
consultation in 2016. As well as covering Fair Deal, it also includes a
proposed miscellaneous amendment which will affect some employers who
seek to end their participation in the Fund on merger.

Listed below are the main areas covered under the consultation and the
proposals made within it:

a. A new definition of a “Fair Deal employer” is proposed.

b. Employees of a Fair Deal employer whose employment is compulsorily
transferred to an external service provider will have their access to the
LGPS protected. The establishment of a “broadly comparable” private
sector scheme will no longer satisfy the Fair Deal requirements.

Page 6 of 14


https://www.judiciary.uk/wp-content/uploads/2018/12/lord-chancellor-v-mcloud-and-ors-judgment.pdf
https://www.judiciary.uk/wp-content/uploads/2018/12/lord-chancellor-v-mcloud-and-ors-judgment.pdf
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2019-01-30/HCWS1286/
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2019-01-30/HCWS1286/
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection

3.5
3.5.1

3.5.2

3.5.3

In a change from the previous policy, employees of Police and Crime
Commissioners will be classed as Fair Deal employers. So the Fair
Deal requirements will apply to all LGPS employers except further and
higher education bodies, colleges and admission bodies.

. In line with the current requirements, only those employees who

transfer at the outset will have their LGPS access protected, but
contractors can if they wish provide new staff with LGPS access with
the consent of the fund and the original employer.

. A simplified route of providing access to the LGPS is to be made

available, whereby the transferring employees are treated for pension
purposes as having remained with the original employer (known as the
‘deemed employer”). The aim is to facilitate those outsourcings where
the original employer is retaining most or all of the pensions financial
risks (e.g. cases where the pensions costs are determined on a “pass
through” basis).

At the same time, the existing admission provisions are to be made
more flexible by including a specific facility within the LGPS
Regulations for risk-sharing arrangements to be included within
admission agreements.

. For employees who are currently members of a broadly comparable

scheme as a result of a previous outsourcing, and who wish to transfer
their benefits from that scheme to the LGPS when that outsourcing
ends, it will become compulsory for the LGPS to accept that transfer.

. Whilst not specifically related to New Fair Deal, a facility is being

introduced whereby if an LGPS scheme employer is merged into or
taken over by another organisation, the responsibility for that pensions
liability automatically transfers to the successor body. The aim of this
is to give the LGPS recourse to the successor employer in cases
where an employer is seeking to leave the Fund without paying off any
exit debt.

UK and EU regulators agree on contingencies for ‘no deal’ Brexit

Regulators in the EU and the UK have signed memoranda of understanding
(MoUs) in an effort to mitigate the effect on the financial services industry of
the UK exiting the bloc without a deal.

The UK'’s Financial Conduct Authority (FCA) has signed a “multilateral MoU”
with regulators in the remaining 27 EU member states and in the wider
European Economic Area to facilitate co-operation and information-sharing
across areas of financial services including the asset management industry.

ESMA and the FCA have also finalised a MoU regarding the regulation of
credit rating agencies and trade repositories.
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3.54

3.5.5

3.5.6

3.5.7

3.6
3.6.1

3.6.2

3.6.3

3.6.4

The European Securities and Markets Authority (ESMA) issued a statement
which said the agreement would allow UK-based asset managers to continue
to run money for EU entities. ESMA said the MoUs were similar to those
governing the relationships between the EU and third-country regulators. They
will only come into force if the UK fails to sign off on a withdrawal agreement
before it is scheduled to exit the EU on 29 March.

FCA chief executive Andrew Bailey said the MoUs should “minimise the
potential for disruption, which we know is particularly important for the
investment management sector, credit rating agencies and trade repositories”.

Asset management associations expressed relief at the announcement. The
European Fund and Asset Management Association (EFAMA) stated:

e Regulatory and supervisory cooperation between ESMA and the UK FCA
is crucial and will require substantial resources to be dedicated on both
sides.

e Such co-operation should drive mutual efforts to exchange information and
data and avoid unintended divergences in the implementation of future
regulation between the EU and the UK potentially creating an accidental
unlevelled playing field.

Chris Cummings, chief executive of UK asset management trade body, the
Investment Association, said: “These agreements ensure that delegation of
portfolio management, and the necessary exchanges of information needed
for the orderly functioning of markets, can continue regardless of the outcome
of the Brexit negotiations.

Academies Pension Cost

Ministers agreed that the Department for Education (DfE), MHCLG and
Government Actuary’s Department (GAD) should work together to pursue
solutions to achieve consistency across the LGPS in the administrative and
funding arrangements for academy schools.

Two working groups have been set-up to address each specific issue, with
activity currently ongoing to agree a standard data extract to simplify the
administrative requirements and information exchanges for the academy
sector.

To inform the funding review, GAD produced a report on 14 September 2018
which indicates that, in recognition of the DfE guarantee, on the whole,
academies were treated consistently with Local Authority employers when
funding plans were set for the 2016 Triennial Valuation.

LBTH PF acknowledges the status of the DfE as a central government

department, supported by tax receipts, when considering the guarantee and
covenant strength of an academy.
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3.6.5

3.6.6

3.7
3.7.1

3.7.2

3.7.3

3.7.4

3.7.5

3.7.6

3.8

The GAD report should assist in discussions with regard to the 2019 Triennial
Valuation, to provide assurance to the sector that the ongoing funding
arrangements applied by LBTH PF are equitable to other participating
employers underpinned by a statutory guarantee.

SAB’s work is still ongoing to meet the stated objective of achieving a
consistent and cost-effective operational and funding regime for academies
participating in multiple funds across the LGPS.

Separation Project / Good governance in the LGPS

The objectives of the ‘Separation Project’ is to identify issues derived from
current Scheme administration arrangements and to consider the potential
benefits of increasing the level of separation to strengthen the delineation
between the host authority and scheme manager role.

A report was produced by KPMG in 2015 which outlined a range of options,
from removing the potential conflicts of interest for the Section 151 Officer, to
each Fund operating as a standalone company.

The project was put on hold while pooling was in its initial stages.
Notwithstanding the objectives of the project, there is a consensus among
most Funds that conflicts of interests amongst officers and the Pensions
Committee are well managed.

However, SAB has recently restarted the project and commissioned Hymans
Robertson to facilitate a consultation on good governance structures for the
LGPS. The purpose of the consultation is to consider how best to
accommodate LGPS functions within the democratically accountable local
authority framework in a way that ensures that conflicts of interest are
addressed and managed appropriately and that the LGPS remains
appropriately resourced and able to deliver its statutory functions.

SAB has asked Hyman Robertson to help to identify the real issues and
potential options for change to the current arrangements which are
proportionate, pragmatic and would improve LGPS governance in these
areas.

Through the consultation process, SAB will be seeking the views of as many
stakeholders, representing all elements of the LGPS, as possible. Scheme
stakeholders will be invited to complete a short online questionnaire which
asks for examples of actual conflicts that can arise, your views on the
effectiveness of current LGPS governance arrangements and vyour
suggestions for improvement. Further stages of the consultation will include
interviews and workshops with key stakeholders. This will allow the SAB to
consult on a series of options that reflect the reality of LGPS governance as
experienced by those who experience it first-hand.

GMP equalisation and the LGPS
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3.8.1

3.8.2

3.8.3

3.8.4

3.8.5

3.8.6

3.8.7

3.8.8

3.9
3.9.1

A High Court judge has ruled that UK defined benefit pension schemes must
compensate members for differences attributable to guaranteed minimum
pensions (GMPs).

GMP accrued in the LGPS from 6 April 1978 to 5 April 1997. In broad terms,
the GMP represents the minimum pension an occupational pension scheme
must provide a scheme member as an alternative to the State Earnings
Related Pension Scheme (SERPS).

GMPs are inherently unequal due to a number of factors, including the
differing retirement ages for men (age 65) and women (age 60) and female
GMPs accruing at a higher rate. While this can result in differences in GMP
values, what has been deemed to matter more is what the members receive
in total from the LGPS and the State and whether that leads to inequality.

HMT have stated that the High Court ruling “does not impact on the current
method used to achieve equalisation and indexation in public service pension
schemes”. We will need to wait and see if there are any specific areas where
this may not be the case and any remedies required.

Responsibility for paying annual pension increases on different tranches of
benefit is divided between the LGPS fund and the State (via the State
Pension), depending on when the member was in employment and when they
reached State Pension Age (SPA).

The introduction of the new Single State Pension in April 2016 brought
uncertainty over the ongoing indexation of the GMP amount. This led to an
‘interim’ solution being announced by the Government for members reaching
SPA between 6 April 2016 and at least 5 April 2021 (originally 5 December
2018), which involves the LGPS fund paying for everything i.e. both initial
pension and all increases.

The above is only an interim solution and so the Government consulted on a
permanent solution for public service schemes including the LGPS; it
considered three options to address the issue —

1) case-by-case calculations;

2) extension of the ‘interim solution’ or

3) conversion of the GMP to scheme benefit.

The outcome of the consultation was issued in January 2018. With an eye on
the GMP reconciliation exercise and impending court cases around
equalisation, it decided to simply extend the existing ‘interim solution’ to 5
April 2021. It also stated its preferred longer term option to be conversion of
GMP to scheme benefit. A further consultation on the methodology and
legislation required to implement this preferred option is awaited.

Employer Exit Credits

The change to Regulation 64 provides more flexibility for administering
authorities to manage liabilities when scheme employers cease to have active
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members in their Fund. Previously, any surplus has been retained in the Fund
upon cessation.

3.9.2 ltis included in the new LGPS (Amendment) Regulations 2018 which finally
emerged on 19 April in response to a previous consultation which had closed
in August 2016. The regulations have been laid in Parliament and come into
force on 14 May 2018.

3.9.3 While some provisions have been backdated to 1 April 2014, this particular
provision has not; effective from 14 May 2018, this has created a “cliff edge”
for employers ceasing either side of the date, but avoids the many
complications that backdating would otherwise have caused. The provision is
expected to prove popular with employers participating after this date.

3.9.4 The timespan in which the payment must be made has been extended from
one month after cessation of the employer to three months. Although the
ability for an employer and administering authority to agree to extend the
period has been retained, in practice three months will be a challenge and the
pressure will be on. Both employers and administering authorities will need to
provide and process final member information promptly, and allow sufficient
time to obtain and consider a report from their actuary.

3.9.5 Hence administering authorities should review processes and procedures and
ensure that employers understand the need for prompt provision of accurate
leaver details for active members in order to achieve the tight timescales for
payment out of surplus assets.

3.9.6 Administering authorities should also remember the provision in regulation
64(4) which enables them to obtain a certificate from their actuary adjusting
the employer contributions - with a view to providing assets equivalent to any
exit payment to the Fund by the exit date, which may still remain an attractive
option to run a surplus down over the preceding years.

3.10 Cost Transparency

3.10.1 The move toward investment cost transparency is an important factor in the
perception of the LGPS as being value-led. Increased transparency is now
included in CIPFA accounting standards and is an objective in the
government’s criteria for pooling investments. Finally, the introduction of
MIFID Il has seen a greater obligation on managers to fully report costs.

3.10.2 The LGPS Advisory Board’s voluntary Code of Transparency was launched in
May 2017. Signatories to the code commit to the principles of transparent
reporting and agree to complete a template of costs for their clients and
submit to third party compliance checks. In return they are named on the
board’s website and are able to use the code’s “tick” logo in their marketing
material.

3.10.3 Since the launch, the number of code signatories has grown at a steady rate,
despite the restriction to listed assets, and now includes over 80 asset
managers covering over £180bn of assets.
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3.10.4 Following the release of the FCA’s asset management market study in the
summer of 2017, the Institutional Disclosure Working Group (IDWG) was
formed in order to “gain agreement on disclosure templates for asset
management services provided to institutional investors.” The group, chaired
by Dr Sier, includes asset owners, managers and academics, and currently
developed a range of templates at both the account (manager) and user
(trustee) levels to cover all of the major asset classes.

3.10.5 The Advisory Board (SAB) agreed to adopt the IDWG templates, when
available, for use in its code. This decision was taken for a number of reasons
including:

e Consistency of reporting. It makes sense for both managers and asset
owners if a standard format for reporting is used across the institutional
space.

e Adoption of the IDWG templates will provide a route into the Code for
those alternative and property managers who until now have not been able
to sign up. The Board also agreed to an amendment to the Code which
enables these managers to sign up in advance of the arrival of the IDWG
templates.

e The IDWG user template provides a useful summary of costs for LGPS
committees together with the ability to drill down into the detail of account
templates when required.

e Whichever body takes over, the work of the IDWG will continue to develop
and maintain an effective and relevant set of templates.

3.10.6 The adoption of the IDWG templates will, however, require existing
signatories to make changes to their reporting systems. This new templates
differ in a number of ways. Firstly, there is a single listed template rather than
separate segregated mandate and pooled fund versions. Secondly, there is
an increased degree of detail.

3.10.7 Accordingly, SAB agreed that from the point of release of the IDWG
templates, although new signatories to the code will be obliged to use them,
existing signatories will benefit from a transition period of up to 12 months.
Beyond the introduction of new templates, both the SAB and the IDWG will
continue to face two important challenges. The first is to ensure LGPS
committees and institutional trustees are able to make best use of the
increased knowledge available to them.

3.10.8 The other, perhaps more daunting, challenge is to ensure that increased
transparency is not mistaken by scheme stakeholders, the press and industry
commentators for an increase in costs. It would be a shame if, in exposing
costs in order to better manage them, we miss the opportunity to promote a
better understanding of the mutually-beneficial relationship between asset
owners and managers.
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4.2

5.2

5.3

COMMENTS OF THE CHIEF FINANCE OFFICER

The changes to Survivor pensions will apply from the date civil partnerships
and same-sex marriages were implemented; resulting in the need for Pension
Funds to revisit all awards made under the current rules to those members
affected and pay any additional sums due.

As it has been estimated that the cost to extend the improvement in survivors’
pensions to survivors of opposite sex marriages and cohabitating partners
amounts to £2.8 billion across the public sector; there is no intent to take the
provision forward at this time.

LEGAL COMMENTS

This report provides an update on a number of general developments affecting
the Local Government Pensions Scheme, for which there are generally no
immediate legal implications arising. In relation to the current MHCLG
consultation on the draft statutory guidance on asset pooling, action to comply
with any future legislative changes as a result of the consultation will need to
be taken at the appropriate time.

Members should note the requirement now imposed on LGPS funds (following
the case of Walker v Innospec) to provide survivors of registered civil
partnerships or same sex marriages with benefits equal to those that the
scheme member would have left to an opposite sex surviving spouse. LGPS
funds are expected to undertake the task of backdating and reviewing
applications within a reasonable timeframe.

When carrying out its functions, the Council must have due regard to the need
to eliminate unlawful conduct under the Equality Act 2010, the need to advance
equality of opportunity and the need to foster good relations between persons
who share a protected characteristic and those who don'’t (the public sector
duty).

ONE TOWER HAMLETS CONSIDERATIONS

The employer’s contribution is a significant element of the Council’s budget and
consequently any improvement in investment management and performance
will reduce the contribution and increase the funds available for other corporate
priorities.

A viable pension scheme also represents an asset for the recruitment and
retention of staff to deliver services to the residents.

BEST VALUE (BV) IMPLICATIONS

The effective and efficient management of Fund assets and achievement of
performance targets are crucial to the achievement of the funding strategy
objectives and this is considered to be a good decision which can result in
greater cost savings to the fund.

SUSTAINABLE ACTION FOR A GREENER ENVIRONMENT

There is no Sustainable Action for A Greener Environment implication arising
from this report.
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9.2

9.3

9.4

10.

RISK MANAGEMENT IMPLICATIONS

As proposed, the ‘Technical Amendments to Benefits’ consultation do not
address the inequitable payment of survivor benefits for members in opposite
sex marriages or cohabiting partners.

This continuing inequality will inevitably lead to a tangible risk of further legal
challenge with an associated drain on administering authority resource.

The rigorous robust management of LBTH Pension Fund results in better
quicker and more effective decision making which can lead to better Fund
performance and reduction in the contribution required from the Council
towards the Fund.

The monitoring arrangement for the Pension Fund and the work of the
Pensions Committee should ensure that the Fund optimises the use of its
resources in achieving the best returns for the Council and members of the
Fund.

CRIME AND DISORDER REDUCTION IMPLICATIONS

10.1 There are no crime and disorder reduction implications arising from this report.

Linked Reports, Appendices and Background Documents

Linked Report

NONE

Appendices

Local Government Act, 1972 Section 100D (As amended)
List of “Background Papers” used in the preparation of this report

NONE

Officer contact details for documents:

Bola Tobun - Investment &Treasury Manager x4733
Mulberry House, 5 Clove Crescent E14 2BG
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