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MEETING OF THE PENSION FUND PANEL 

  

24 NOVEMBER 2017 

 

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 

  

 

1. General Data Protection Regulation (GDPR) 
 

Purpose of the report   

 
The purpose of this report is to provide information to the Panel about the implications 
for NCC, as LGPS administering authority, of the General Data Protection Regulation 
(GDPR), which will take effect from 25 May 2018.  
 

Recommendation 

 

The Panel is requested to accept the report. 

 

Key issues  

 
1.1 GDPR is a major reform which will affect all organisations, including LGPS 

administering authorities, that hold and process personal data.  GDPR builds on 
the principles established by the Data Protection Act 1998.  The intention of 
GDPR is to raise the levels of personal data security and privacy protections 
across all data processors and controllers.  GDPR compliance cannot be 
achieved quickly.  There will be significant lead-in times required for ICT 
development, process development, risk assessment and staff training.  The full 
implications of GDPR for the LGPS are still being worked through by national 
organisations, such as the Local Government Pensions Committee (LGPC).   

 
1.2 Advice obtained from Eversheds Sutherland, commissioned to draft the shared 

administration services agreement between NCC and Tyne and Wear Pension 
Fund (TWPF), is that under that agreement NCC and TWPF will be joint data 
controllers for LGPS data.  TWPF will also be a data processor on behalf of 
NCC, for LGPS administration. 

 
1.3 NCC has recently appointed Fay Cooper as Data Protection Officer (DPO).  

Clare Gorman is working with the DPO and NCC’s Legal Team to ensure that 
the implications of GDPR are taken into account in the establishment of the 
shared administration service with TWPF.  Further reports will be brought to the 
Panel to report progress on implementing GDPR. 
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1. General Data Protection Regulation (GDPR) 

 

BACKGROUND 
 
GDPR in force from 25 May 2018 
 
1.4 On 25 May 2018, the EU’s General Data Protection Regulation (GDPR) comes 

into force containing new standards for the protection of individuals’ personal 
data.  The change will impact on the way pensions schemes can lawfully collect, 
use, retain and share information.  GDPR applies to organisations that handle 
the personal data of EU residents and will replace the UK’s Data Protection Act 
1998 (DPA). 

 
1.5 Although it is EU legislation, UK organisations will still need to apply it, and after 

Brexit the UK is likely to adopt its own legislation to align with GDPR. 
 
Implications of GDPR 
 
1.6 A report on the implications of GDPR, presented to the Tyne and Wear Pension 

Fund (TWPF) Committee in September 2017, is attached as Appendix 1 to this 
report.  Aon Hewitt provided a short briefing note on GDPR to clients in August 

2017, which is attached as Appendix 2.  The Local Government Pensions 
Committee (LGPC, part of the Local Government Association) commissioned 
advice from Squire Patton Boggs to provide a brief overview of the implications 

of GDPR for LGPS administering authorities, which is attached as Appendix 3.  
All three appendices explain the new requirements and the steps LGPS 
administering authorities should take to prepare for GDPR coming into force.   

 
1.7 The definition of personal data is wider under GDPR than under DPA.  Personal 

data means any information about an individual where that person can be 
identified directly or indirectly from the data. 

 
1.8 In summary, implementation of GDPR has the following implications: 

 the scale of the financial penalties for non-compliance is much greater 
than under the DPA; 

 authorities must create and maintain records of all personal data 
processing activities, to be presented to the Information Commissioner’s 
Office (ICO) on demand; 

 authorities must review and assess the adequacy of their data security 
measures in place, and use encryption where appropriate; 

 authorities must review and update all relevant third party service and 
data sharing contracts to ensure GDPR compliance; 

 authorities must revise privacy notices and consider whether member 
consent is required, though it is likely that authorities will be able to rely 
on the “performance of a legal obligation” exemption; 

 authorities must establish (or update) their breaches management 
processes so that relevant breaches can be reported within 72 hours of 
becoming aware of the breach; 

 authorities must appoint a Data Protection Officer (DPO); 

 authorities must ensure processes are in place to cater for new individual 
rights, particularly the right to have personal data deleted; and 

 authorities should consider whether to carry out a Data Protection Impact 
Assessment (DPIA). 
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1.9 GDPR brings with it not just the need to comply with the new requirements, but 

also the need to demonstrate compliance, if requested by the ICO.  The 
intention of GDPR is to raise the levels of personal data security and privacy 
protections across the board.  

 
National developments 
 
1.10 The full implications of GDPR for the LGPS are still being worked through by 

national organisations, such as the LGPC.  In the LGPC bulletin 160 dated July 
2017, the Secretariat states: 

     
“We are aware that GDPR is an area that is getting increased attention across 
the LGPS and there are a number of crucial questions where there are different 
views, in particular:  

a) the implications of GDPR for LGPS funds, and  
b) the work that needs to be undertaken to ensure administering 
authorities are fully compliant by the time GDPR comes into force.  

 
In general, we recommend that LGPS administering authorities which form part 
of a local authority discuss and become involved in the local authority’s broader 
project for the implementation of GDPR.  However, at a national level, plans are 
also in place to help funds with their GDPR responsibilities:  

 a number of funds have joined together to form a GDPR group.  The 
group, in consultation with the communications working group, plan to 
produced sample documentation for use by LGPS funds, and 

 the LGPC Secretariat will also be seeking a legal view on a number of 
specific questions that have been raised about GDPR in respect of the 
LGPS.  

 
All information will be circulated to funds via the mailing list as and when this is 
available.” 

 
1.11 As noted in Appendix 1, TWPF is represented on the LGPC Communications 

Working Group, and the GDPR Group (referred to in paragraph 1.10, above) is a 
subcommittee of that Group.  Therefore, officers within TWPF are keeping up to 
date as LGPC guidance on GDPR is developed. 

 
NCC Pension Fund’s position 
 
1.12 As Panel members are aware, NCC’s LGPS administration will become part of 

the shared service with TWPF by the end of January 2018. 
 
1.13 NCC is taking advice from Eversheds Sutherland in drafting the shared service 

agreement between NCC and TWPF for LGPS administration.  NCC’s 
instructions to Eversheds Sutherland included ensuring the final agreement is 
GDPR compliant. 

 

1.14 NCC and TWPF will be joint data controllers for the NCC’s LGPS function, 
following implementation of the shared administration service.  The majority of 
NCC’s obligations under GDPR as joint data controller will be discharged by 
TWPF, but NCC will retain some responsibility.   

 
1.15 TWPF will be a data processor for NCC and, under GDPR, the data controller 

may still remain liable for any breach of the processor.   
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1.16 NCC has recently appointed Fay Cooper as DPO.  Clare Gorman has kept Fay 

Cooper and NCC’s Legal Team informed of the plans for a shared 
administration service for the LGPS. 

 
1.17 Clare is taking advice from the DPO and NCC’s Legal Team to ensure the: 

 joint privacy notice which will appear on all TWPF communications 
following implementation of the shared administration service; and 

 communications to inform NCC’s LGPS members of the shared 
administration service  

make appropriate reference to the requirements of GDPR. 
 
1.18 In carrying out the LGPS data processing functions (including those that will 

remain with NCC following implementation of shared services, such as the 
collection of contributions) officers must ensure they act in accordance with 
NCC’s Information and Governance Framework.   

 
1.19 Fay Cooper has indicated (in an email to Clare Gorman on 12 November 2017) 

that NCC is reviewing and revising its Information Governance Framework to 
align it with the requirements of GDPR.  Fay states that this review is not a quick 
process and it will not be in place before 29 January 2018, when the shared 
service with TWPF is due to begin.  

 
Privacy Impact Risk Assessment 
 
1.20 A Privacy Impact Risk Assessment will be completed and shared with the DPO 

for NCC’s LGPS administration function before the start of the shared 
administration service with TWPF. 

 
Third party contracts 
 
1.21 Certain third party contracts will need to be updated to ensure they are GDPR 

compliant before May 2018.  This includes the contract with the Fund’s actuary, 
Aon Hewitt, and the Fund’s AVC providers.  Aon Hewitt has indicated that it is 
not currently in a position to update the contract with NCC, but it has given 
assurances that it will issue a response to the new legislation early in 2018. 

 
1.22 There should be no need to update the contracts with other NCC service 

providers, such as Aquila Heywood, because the service from Aquila Heywood 
will cease before 25 May 2018. 

 
TWPF’s data cleansing processes 
 
1.23 As noted in Appendix 1, TWPF is anticipating an increased focus on data 

cleansing and tracing missing members, as a result of GDPR.  TWPF conducts 
a check on “common data” (as defined by the Pensions Regulator) in January 
each year, and this will include NCC’s LGPS data in 2018.  TWPF is also 
developing reports to check the “scheme specific data” during 2018, which will 
also be applied to NCC’s LGPS data. 
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Data retention policies 
 
1.24 GDPR will require authorities to analyse the data they hold and consider the 

reasons for holding it and whether the authority has the right to hold it.  This 
applies to data that is held on the authority’s behalf.  Data should only be 
retained when there is a legitimate reason.   

 
1.25 Therefore, authorities will need to conduct an analysis of the data held, to 

ensure it is being retained no longer than necessary. 
 
1.26 Pension schemes require data to be kept for a long time, and the advent of the 

LGPS 2014, a career average scheme, means that payroll data should be 
retained for much longer than the standard retention period (which follows 
HMRC guidance and/or statute of limitations), and longer than was required 
under the LGPS 2008, a final salary scheme. 

 
1.27 NCC will work with the participating LGPS employers to provide guidance on 

data retention requirements.  
 
Next steps 
 
1.28 GDPR compliance cannot be achieved quickly.  There will be significant lead-in 

times required for ICT development, process development, risk assessment and 
staff training. 

 
1.29 Further reports will be brought to the Panel to update on progress made to 

implement the requirements of GDPR.  A report on the LGPC guidance to 
administering authorities, when issued, will be brought to the Panel. 
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MEETING OF THE PENSION FUND PANEL 

 

24 NOVEMBER 2017 

 

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 
  
 

2. The Pensions Regulator’s annual survey and meeting  
 

Purpose of the report   

 
This report provides information to the Panel about the Pensions Regulator’s 2017 
governance survey, and invites members to attend a meeting with the Regulator for the 
four North East LGPS funds on 21 December at Durham County Council.  
 

Recommendation 

 

The Panel is requested to accept the report. 

 

Key issues  

 
Annual governance survey 

 
2.1 On 8 November 2017 the Pensions Regulator (tPR) emailed Alison Elsdon 

inviting NCC to take part in the annual public service governance survey.  In 
2016, 90% of all public service schemes completed the equivalent survey.  This 
year’s survey provides an update on progress and captures data on some new 

areas of interest to tPR.  TPR is pressing for all public service schemes to 
participate in the 2017 research.  NCC took part in 2016. 

 
2.2 TPR has asked that the survey be completed by the scheme manager (or 

representative) working with the local pension board.  The survey must be 
completed via an online link.  To enable NCC officers to work with the Board on 
a joint response, officers will complete a hard copy then consult with Gerard 
Moore (Chair of NCC’s LGPS Local Pension Board) before submitting it online.  
The deadline for completion is 1 December 2017. 

 
Meeting with tPR 
 

2.3 A meeting has been arranged to take place on 21 December 2017, at County 
Hall, Durham, for representatives of the four LGPS funds in the North East to 
meet tPR.  Officers, Panel and Board members are invited to attend.   

 
2.4 Rebecca Woodley of tPR will give a presentation at the meeting covering: 

 tPR's next focus for public sector schemes; 

 implementation of GDPR; 

 cyber security;  

 practical steps for cleansing common and scheme specific data; and 

 what is and what is not of material significance to the Regulator. 
 
This is the first meeting of this type, and representatives from all four funds have 
already committed to attend. 
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MEETING OF THE PENSION FUND PANEL 

 

24 NOVEMBER 2017 

 

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 
  
 

3 Implementation of the Markets in Financial Instruments Directive (MiFID II)   

 

Purpose of the report   

 
This report updates members on the progress to opt up NCC, acting in its capacity as 
administering authority for the LGPS, to professional client status for the services and 
promotions obtained by NCC Pension Fund from its financial services providers. 

 

Recommendation 
 

 The Panel is requested to accept the report 

 

Key issues  
 
3.1 Currently, LGPS administering authorities are automatically categorised as “per 

se professional” clients in respect of MiFID and non-MiFID scope business, 
which enables them to invest in a full range of asset classes.  After 3 January 
2018, administering authorities will be classed as “retail” client status by default, 
unless they complete an opt up process to achieve “elective professional” status.   

 
3.2 To opt up to elective professional status, administering authorities must prove 

that they meet the Financial Conduct Authority’s (FCA) opt up criteria.  The 
standard template questionairre for opting up to professional client status, 
developed for administering authorities by the LGPS Scheme Advisory Board, is 

attached as Appendix 4. 
 
3.3 NCCPF has completed the opt up applications for all of its existing fund 

managers that indicated there was a need to do so, as well as with the 
investment advisers (Mercer and Hymans Robertson) and the Fund’s custodian 
(Northern Trust).   

 
3.4 NCCPF’s fund managers and investment advisers are currently assessing the 

applications made by the administering authority to opt up to elective 
professional status.  NCCPF’s custodian has already formally completed the 
process.  The manager and adviser assessments must be completed and 
formally agreed by 3 January 2018 for relationships to continue to operate in the 
way they do currently.  A status update for each financial institution showing the 

stage reached in the opt up process is attached as Appendix 6 to this report.  
As there are no scheduled Panel meetings before 3 January 2018, a further 
update will be taken to the Board meeting on 11 December 2017, and an update 
will be emailed by Andrew Lister to Panel and Board members before close for 
the Christmas 2017 break.   
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3. Implementation of the Markets in Financial Instruments Directive (MiFID II)   
 

BACKGROUND 
 
Report to the Panel in January 2017 
 
3.5 The Panel received a report at the meeting held on 27 January 2017 on the 

Financial Conduct Authority’s (FCA) consultation on MiFID II and its likely impact 
on NCC Pension Fund. 

 

3.6 The FCA proposals were to reclassify the status of local authorities when 
carrying out investment transactions.  Under the proposals, all local authorities, 

including pension funds, would be classed as “retail” clients from 3 January 

2018, rather than “per se professional” clients, as before.   
 
3.7 Retail clients are severely limited in their investment options, so retail 

categorisation would have a major impact on local authorities’ ability to invest in 
many asset classes and to fulfil the regulatory requirement to consider a wide 
variety of investments.   

 
3.8 Also, it is for each financial institution to choose to assess whether the authority 

meets the opt up criteria, and there may be business reasons for a manager 
choosing not to assess.  

  
FCA’s final policy statement on MiFID II 
 
3.9 In July 2017, the FCA published a policy statement setting out the final rules for 

implementation of MiFID II and the opt up criteria.  The final policy statement 
reiterates that following the introduction of MiFID II from 3 January 2018, 
financial services firms will no longer be able to categorise an administering 
authority as a per se professional client for both MiFID and non-MiFID scope 
business.  Instead, all local authorities must be classified as retail clients unless 
they are opted up by firms to elective professional client status.  

 
Potential impact of being downgraded to retail client status 
 
3.10 A move to retail client status would mean that all financial services firms, such 

as banks, brokers, advisers and fund managers, would have to treat a local 
authority in the same way they treat non-professional individuals and small 
businesses.  That treatment includes a raft of protections ensuring that: 

 investment products are suitable for the customer’s needs; and 

 all the risks and features of a product have been fully explained.   
 
This provides a higher standard of protection for the client but it also involves 
more work and potential costs for both the firm and the client to prove that all 
such requirements have been met.   

 
3.11 Having such protections would come at the price of local authorities being 

unable to access the wide range of assets needed to implement an effective, 
diversified investment strategy.  Retail client status would significantly restrict the 
range of financial institutions and instruments available to authorities.   
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3.12 Many institutions currently servicing the LGPS (including Legal and General and 
Northern Trust) are not authorised to deal with retail clients, and may not wish to 
undergo the required changes to resources and permissions in order to do so.  

 
3.13 Even if the institution secures the ability to deal with retail clients, the range of 

instruments it can make available to the client would be limited to those defined 
under FCA rules as “non-complex” which would exclude many of the asset 
classes currently included in LGPS fund portfolios.  In many cases, managers 
will no longer be able to even discuss (i.e. “promote”) certain asset classes and 
vehicles with the authority, if the authority is classed as a retail client.  

 
Election for professional client status 
 
3.14 MiFID II allows for retail clients that meet certain conditions to elect to be treated 

as professional clients (i.e. to “opt up”).  There are two tests which must be met 
by the client when being assessed by the financial institution, i.e. the quantitative 
and the qualitative test.  

 
3.15 The tests recognise the status of LGPS administering authorities as providing a 

“pass” for the quantitative test.  Following changes made to the opt up criteria in 
July 2017, the qualitative test can now be performed on the administering 

authority as a collective rather than as an individual.  
 
3.16 The Scheme Advisory Board (SAB), the Local Government Association (LGA), 

the Investment Association (IA) and other industry bodies have developed a 

template opt up process to help LGPS funds and their financial service 
providers to complete the opt up process prior to the 3 January 2018 deadline.  
This template process should enable a consistent approach to assessment, and 
should prevent authorities from having to submit a variety of information in 
different formats. 

 
3.17 The election to professional status must be completed with all financial 

institutions prior to the change of status on 3 January 2018.  Failure to do so by 
local authorities would result in the financial institution taking “appropriate action” 
which could include terminating the relationship, at a significant financial risk to 
the authority.  

 
3.18 Applications can be made in respect of either all of the services offered by the 

institution, including promotions (even if not already being accessed), or a 
particular service only.  All of NCCPF’s applications are for opt up for all 
services.  

 
3.19 Authorities are not required to renew elections on a regular basis but will be 

required to review the information provided in the opt up process and notify all 

financial services firms of any changes in circumstances which could affect their 
status.  Examples of changes include pensions committee membership changes 
resulting in significant loss of experience, and terminating the relationship with 
the authority’s investment adviser. 

 
3.20 At the end of July 2017, officers contacted all of the fund managers with whom 

NCC Pension Fund has a current relationship, as well the Fund’s custodian 
(Northern Trust) and investment adviser (Mercer) to seek their views on the 
requirement for NCC (as administering authority) to opt up to professional client 
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status, and if required, whether that should be for the potential full range of 
services offered, or for a restricted range. 

 
Report to the Panel in September 2017 
 
3.21 SAB advice to LGPS administering authorities, reported to the 4

 
September 

2017 Panel meeting, was that in order to continue to effectively implement the 
authority’s investment strategy after 3 January 2018, applications for election to 
be treated as a professional client should be submitted to all financial institutions 
with which the authority has an existing or potential relationship. 

 
3.22 At the September meeting, the Panel noted the potential impact on the Fund’s 

investment strategy of becoming a retail client from 3 January 2018 and agreed: 

 to commence applications for elected professional client status with all 
relevant institutions; 

 where necessary, to forgo the protections available to retail clients; and 

 to delegate to the Director of Corporate Resources to complete the opt 
up applications and determine the basis of the application, as either full 
or specified service. 

 
Progress on opting up to professional client status 
 
3.23 In response to the enquiries made in July 2017 with service providers (as 

described in paragraph 3.20, above), three of NCC’s investment managers 
considered that no opt up election was required.   

 
3.24 GIP and Neuberger Berman stated that there is no requirement for NCC to opt 

up because they are both regulated outside the EU and MiFID II applies in the 
EU only.  Morgan Stanley stated that there is no requirement for NCC to opt up 
because the funds NCCPF invests in are all fully called. 

 
3.25 Antin will require an opt up to promote new products to NCCPF but there is no 

urgency to complete the opt up process as Antin is not raising funds at the 
moment. 

 
3.26 The standard template letters requesting that financial institutions opt up NCC to 

professional client status were prepared (an example is attached to this report 

as Appendix 5) and the standard template questionnaire was completed 

(Appendix 4) in October 2017. 
 
3.27 In October 2017 NCC submitted applications to opt up to elective professional 

client status for all but three of NCCPF’s current financial service providers.   
 
3.28 Wellington and Northern Trust have responded to the application indicating that 

NCCPF will be treated as an elective professional client from January 2018.  
Northern Trust has also followed this up with formal confirmation, which has 
been signed and returned by NCC.  Mercer, BlackRock, Schroders and 
Pantheon have sent a “holding reply” while they consider and assess the 
information submitted.  There have been no queries raised, as yet, by any of the 
financial institutions. 
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3.29 Hymans Robertson has provided advice to NCCPF in the past and may do so 
again in the future.  To avoid delays in accessing its service in the future, at 
Hymans’ request, NCC submitted an application to opt up to elective 
professional status.  Hymans has responded to the application indicating that 
NCCPF will be treated as an elective professional client from January 2018. 

 
3.30 There will be some ongoing work as a result of MiFD II and the decision to opt 

up to elective professional client status.  From January 2018, any financial 
institutions wishing to promote products or services will be required to opt up 
potential local authority clients to elective professional client status before they 
can do so.   

 
3.31 NCCPF should keep information to support opt up applications up to date to 

enable any new applications to be turned around in a timely fashion.  If there is a 
major change in the circumstances which supported the original application to 
opt up to elective professional client status, NCC should inform all the financial 
institutions with which it has elected to opt up. 

 
3.32 The latest position with regard to each of NCCPF’s financial service providers 

and the opt up process is set out in Appendix 6 to this report.   
 
3.33 Though three of the financial service providers shown in Appendix 6 have 

indicated (by email) the intention to opt up NCC to professional client status, in 
order to complete the opt up process, each service provider must provide formal 
written confirmation to NCC.  At the time of finalising this report, the custodian, 
Northern Trust had completed the formal process.  

 
3.34 As part of the MiFID II opt up process, NCCPF was also required to obtain a 

Legal Entity Identifier (LEI) before 3 January 2018.  On 8 November 2017, the 
Global Legal Entity Identifier Foundation through the London Stock Exchange 

supplied NCCPF with the LEI of 2138009ZRHBQET8FGA08. 
 
CIPFA platform 
 
3.35 CIPFA has created a platform, PSLink, which can be used to collate documents 

for the opt up process.  Local authorities can place information on this site which 
is then available to financial institutions (that pay for the service) to access the 
documents and assess any application to opt up those local authorities to 
elective professional client status.   

 
3.36 None of NCCPF’s current financial service providers use this platform.  

Nevertheless, NCCPF will place its application information on this platform, 
which will allow financial institutions to assess the information and opt up 
NCCPF prior to promoting products and services with NCCPF. 

 
Next steps 
 
3.37 Officers will respond to any queries which arise through the assessment by 

financial institutions of the suitability of NCCPF to opt up to professional client 
status. 
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3.38 Processes to maintain, collate and update the data required for the opt up 
process, such as training and attendance at conferences by members and 
officers, will continue from now on.  The information required for the PSLink 
platform will be updated as soon as this facility becomes available.   

 
3.39 As the deadline for achieving opt up is 3 January 2018 and there are no 

scheduled Panel meetings before then, a further update will be taken to the 
Board meeting on 11 December 2017.   

 
3.40 A final status update will be emailed by Andrew Lister to Panel and Board 

members before close for the Christmas 2017 break.   
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MEETING OF THE PENSION FUND PANEL 

24 NOVEMBER 2017 

 

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 
  
 

4. Outcomes of the October 2017 meeting of the NCC LGPS Local Pension 

Board  

 

Purpose of the report   

 
This report provides information to the Panel about outcomes and proposals of the 
meeting of NCC’s LGPS Local Pension Board held on 6 October 2017. 

 

Recommendation 
 

The Panel is requested to: 

(i) accept the proposals from the Local Pension Board meeting 

held on 6 October 2017, as set out on Appendix 7 to this 

report; and  

(ii) note the assurances gained by the Board at that meeting. 
 

Key issues  
 
4.1 The NCC LGPS Local Pension Board meets at least twice a year.  As noted in 

the remit of the Pension Fund Panel the Panel’s functions include ensuring the 
proper administration of the Local Government Pension Scheme and the “Board 
provides oversight of the governance and administration of the LGPS.”   

 
4.2 Since its first meeting in July 2015, the Board has made a number of 

recommendations to the scheme manager for changes to the LGPS 
administration arrangements.   

 
4.3 At the 4 September 2017 Panel meeting, a formal mechanism for 

communicating Board proposals to the Panel was adopted.  It was agreed in 
September 2017 that all relevant Board meeting outcomes would be brought to 
the next meeting of the Panel as a separate agenda item, so the Panel can give 
those outcomes due consideration. 

 
4.4 A report of the Chair of NCC’s LGPS Local Pension Board, covering the 

outcomes of the Board meeting held on 6 October 2017, is attached as 

Appendix 7 to this report.  The Chair of the Board will provide further 
information about those outcomes at this meeting of the Panel. 

 
4.5 Members should note that recent Board recommendations have been adopted 

and reflected in this report in relation to: 

 updating the status of MiFID II (see paragraphs 3.39 and 3.40 of this 
report); 

 “traffic light” analysis of the 2016/17 ABS breach (see Appendix 11); and 

 updating the risk register (see report 9).  
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MEETING OF THE PENSION FUND PANEL 

 

24 NOVEMBER 2017 

 

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 
  
 

5. DCLG statistical release 2016/17 

 

Purpose of the report   

 
The purpose of this report is to provide information to the Panel about the DCLG 
statistical release on LGPS funds in England and Wales in 2016/17, and compare 
Northumberland County Council Pension Fund information with that of other funds. 
 

Recommendation 

 

The Panel is requested to accept the report. 

 

Key issues  

 
5.1 The Department for Communities and Local Government (DCLG) has analysed 

LGPS fund “SF3” information submitted by all 89 administering authorities in 

England and Wales for 2016/17.  DCLG issued a statistical release in October 

2017 which is attached as Appendix 8 to this report.  This is the first year data 
from England and Wales has been combined. 

 
5.2 The statistical release shows that compared with prior year, in 2016/17 

expenditure on LGPS benefits increased by 3.2%, income from employees' 
contributions increased by 0.4%, income from employers’ contributions 
increased by 4.8%, with a 1.1% increase in the number of contributors.  The 
numbers retiring due to redundancy has decreased by less than 0.6%.   

 
5.3 Comparing this information with NCC Pension Fund’s information shows 

NCCPF’s number of contributors has increased by more than the average fund, 
with the income from employer contributions also increasing at a lower rate than 
average.  The increase in market value of the NCC Fund is comparable with the 
national figure (24%), which reflects the favourable market conditions over the 
past 12 months. 
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5. DCLG statistical release 2016/17 

 

BACKGROUND 
 
5.4 All LGPS administering authorities in England and Wales, including 

Northumberland County Council, are required by the Department for 
Communities and Local Government (DCLG) to complete form SF3 each year, 
following completion and external audit of the pension fund annual reports. 

 
5.5 Form SF3 is completed mainly from the information in the annual accounts, with 

some further detailed information required, for example, a breakdown of the 
employer contributions into the “primary” and “secondary” contributions where 
primary and secondary are terms defined in the LGPS Regulations. 

 
5.6 DCLG has aggregated and analysed the SF3s submitted by all 89 administering 

authorities in England and Wales for 2016/17 in a statistical release issued in 

October 2017.  This is attached as Appendix 8 to this report.  It shows 

aggregate amounts for all English and Welsh LGPS funds.  This is the first 
year data from England and Wales has been combined. 

 
5.7 The key points from the 2016/17 statistical release are: 
 
 5.7.1 LGPS expenditure on benefits in 2016/17 was £9.5 billion, an increase on 

the previous year of 3.2%. 
 
 5.7.2 Overall income to the LGPS in 2016/17 was £14.7 billion, an increase on 

2015/16 (on a like for like basis) of 5.5%.  Income from employees’ and 
employers' contributions for the same period increased by 0.4% and 4.8% 
respectively. 

 
 5.7.3 Income from investments increased by 9.9% on 2013/14 to £3.9 billion. 
 
 5.7.4 The market value of the funds at the end of March 2017 was £259 billion.  

This represents an increase of more than 21.0% on March 2016. 
 
 5.7.5 There were just under 2.0 million employees contributing to the LGPS at 

the end of March 2017, an 189,000 (or 3.5%) increase over the figure for 
March 2016.  The number of LGPS members, as at 31 March 2017, is the 
highest ever. 

 
 5.7.6 The number of people leaving the LGPS in 2016/17 because of 

redundancy decreased by 0.6%. 
 
 5.7.7 The number of former employees entitled to deferred benefits rose to 2.0 

million in 2016/17, an increase of 5.8% over 2015/16. 
 
 5.7.8 The number of employers increased by 10.6% over 2015/16, largely as a 

consequence of academy formation. 
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5.8 NCC Pension Fund’s increase in market value in 2016/17 of 24% corresponds to 
the national average and reflects the generally higher investment returns 
garnered all round during this year. 

 
5.9 Taken across recent years, notwithstanding the increase in contributor numbers 

between 2012/13 and 2016/17, the position for the LGPS in England can be 

summarised: the trend has been for LGPS workforces to shrink and funds to 

mature.  Auto-enrolment has reversed that trend, but it is difficult to see the 
underlying trend truly changing in the next few years.  The average contribution 
per employee has reduced over the period both nationally and for 
Northumberland, indicating an increase in the numbers of lower paid and/or part 
time staff in the Scheme, another consequence of auto-enrolment.  

 
Comparing the Northumberland Fund with the other English funds 
 
5.10 Comparing Northumberland with the 89 funds in England and Wales, from the 

information shown in the statistical release: 
   all 89 

administering 

authorities 

 

NCC Pension 

Fund 

 

(a) Expenditure on benefits comparing 16/17 with 15/16 

 

increase of 

3.2% 

increase of 

3.7% 

(b) Employees’ contributions comparing 16/17 with 15/16 

 

increase of 

0.4% 

increase of 

0.8% 

(c) Employers’ contributions comparing 16/17 with 15/16 

 

increase of 

4.8% 

increase  of 

2.4% 

(d) Total expenditure as a proportion of income in 16/17 

 

81% 109%  * 

(e) Total expenditure as a proportion of income in 15/16 

 

81% 119%  * 

(f) Income from investments comparing 16/17 with 15/16 

 

increase of 

9.9% 

increase of 

44%  * 

(g) Market value of funds comparing 31/3/17 with 31/3/16 

 

increase of 

21.0% 

increase of 

24.0% 

(h) Market value of funds comparing 31/3/17 with 31/3/13 

 

increase of 

46.4% 

increase of 

43.1% 

(i) Number of LGPS employees comparing 31/3/17 with 

31/3/16 

increase of 

1.1% 

increase of 

4.1% 

(j) Number of LGPS employers comparing 31/3/17 with 

31/3/16 

increase of 

10.6% 

increase of 

5.0% 

(k) Active membership as a proportion of total 

membership as at 31/3/2017 

35.2% 34.2% 

(l) Active membership as a proportion of total 

membership as at 31/3/2016 

36.0% 33.8% 

 
*   see explanation in paragraph 5.11 below. 
  

The statistics are collated from the SF3 forms completed by LGPS funds each 
year and after removing the effect of the merger of the Richmond and 
Wandsworth pension funds during 2016/17 
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5.11 Items (d), (e) and (f) in paragraph 5.10 appear to show that NCC is very much 
out of step with other funds.  However, this is not the case, and these three 
comparators are anomalies caused by Northumberland’s investment 
management structure, particularly the large proportion of investments held in 
pooled vehicles where income is “rolled in” with the value of the units.  Unlike 
other investments, these pooled vehicles do not pay income to the Fund, instead 
the income is reinvested so is reflected in the realised or unrealised gains on 
investments.  The Northumberland County Council Pension Fund does not gain 
or lose as a result of this structure, but its income disclosed in its accounts does 
appear low when compared with other funds. 

 
5.12 NCC’s increase in the number of LGPS employers (item (j) above) appears to be 

out of step with other funds, as it has only increased by 5.0% compared to other 
funds’ increase of 10.6%.  This apparent anomaly is largely because NCC has 
had fewer schools converting to Academy status than has been the experience 
of other authorities. 
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6. Training needs analysis 

 

Purpose of the report   

 
This report provides information to the Panel about the results of the formal training 
needs analysis (TNA) procedure which was introduced for Panel and Board members 
at the September 2017 Panel meeting. 
 

Recommendation 

 

The Panel is requested to accept the report.  

 

Key issues  

 
6.1 NCC Pension Fund adopted a formal Training Policy for Panel and Local 

Pension Board members, and for senior officers, in 2015 (updated in February 
2016).  The Policy aims to comply with CIPFA’s Knowledge and Skills 
Framework, and states that a TNA procedure will be developed.   

 
6.2 To complete the application for opting up to elective professional status for 

MiFID II, information must be provided by NCCPF to financial institutions about 
whether those directly involved in decision making are required to complete a 
self-assessment of their understanding of risk management and knowledge of 
investments.  To comply with the MiFID II opt up process, NCCPF’s TNA 
procedure was introduced in September 2017.  

 
6.3 Panel and Board members were each asked to complete a TNA form in 

September, and the majority have now done so.  The primary roles and 
responsibilities of Panel and Board members differ, and therefore an analysis of 
the results of the TNA procedure for Panel members has been brought to this 
meeting, and a similar analysis for Board members will be taken to the 11 
December 2017 Board meeting.    

 
6.4 The TNA form requested Panel and Board members to score a series of 

questions on a scale of 1 to 5, where 1 means no knowledge and 
understanding, and 5 means excellent understanding.  The TNA assessment of 

Panel members’ responses only is attached as Appendix 9.  The scores for the 
five responses received are shown: 

 as an average of all scores for each question; and 

 as an average of the top three scores for each question. 
The “top three” average score can be used to assess the Panel’s collective view 
of any weaknesses that need to be addressed. 

 
6.5 The results of the analysis (in Appendix 9) will be discussed at this meeting of 

the Panel, and a proposal for addressing the training needs that were identified 
by the process. 
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7. Reporting breaches: progress and quarterly monitoring report 

 

Purpose of the report   

 
This report provides information about breaches of the law which have occurred in the 
quarter to 30 September 2017. 

 

Recommendation 
 
 The Panel is requested to accept the report. 
 

Key issues  
 
7.1 Oversight of the LGPS by the Pensions Regulator (tPR) from 1 April 2015 

brought with it the requirement for administering authorities to enforce the LGPS 
Regulations and supporting law and guidance more assiduously than before due 
to the requirement to record and (potentially) report breaches of LGPS 
Regulations.  Since April 2015, NCC has reported some breaches to the Panel, 
quarterly, and considered the material significance to the Regulator.  Since 1 
April 2016, all other known breaches have also been reported to the Panel.  

 
7.2 In the quarter to 30 September 2017 there were two breaches of the 

requirement to pay contributions within 19 days of the month end, which are 

shown as Appendix 10.  The amounts due were paid later in the month. 
 
7.3 Records of breaches prepared by the Pensions Administration Team are 

enclosed with these papers for the: 

 quarter ended 30 September 2017 (an A3 spreadsheet);  

 quarter ended 30 June 2017 (a separate A3 spreadsheet), showing 
brought forward breaches that had not been resolved when reported to 
the September 2017 Panel meeting;  

 quarter ended 31 March 2017 (a separate A3 spreadsheet), showing 
brought forward breaches that had not been resolved when reported to 
the July 2017 and September 2017 Panel meetings; 

 quarter ended 31 December 2016 (a separate A3 spreadsheet), showing 
brought forward breaches that had not been resolved when reported to 
the February 2017, July 2017 and September 2017 Panel meetings; and 

 quarter ended 30 September 2016 (a separate A3 spreadsheet), showing 
brought forward breaches that had not been resolved when reported to 
the November 2016, February 2017, July 2017 and September 2017 
Panel meetings.  

 
7.4 At the Board meeting held on 6 October 2017, a breach was discussed relating 

to twenty-one 2016/17 Annual Benefit Statements.  The Board requested that 
the breach be put through the “traffic light” analysis to consider whether it ought 

to be reported to the Regulator.  This analysis is attached as Appendix 11 and 
shows the breach assessed as not materially significant to the Regulator.  
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8. Key Performance Indicators (KPIs) for LGPS administration 

 

Purpose of the report   

 
The purpose of this report is to provide information to the Panel about the KPIs in the 
quarter to 30 September 2017. 

 

Recommendation 

 

The Panel is requested to accept the report. 

 

Key issues  

 
8.1 The NCCPF Administration Strategy Statement was updated and approved at 

the November 2016 Panel meeting.  The Statement refers to Key Performance 
Indicators (KPIs) for the NCC Pensions Administration Team.  These KPIs have 
been reported to the Panel on a quarterly basis since the quarter to 31 
December 2016.   

 

8.2 Appendix 12 sets out the KPIs in full, and the achievements for the quarter 
ended 30 September 2017 compared with the previous three quarters.   

 
8.3 Compared to previous quarters, the KPI to receive contributions has deteriorated 

due to two isolated breaches.  The KPI for notification of benefits on retirement 
has met the Fund target and improved against earlier quarters.  The KPI for 
notification of dependents of death benefits had improved against earlier 
quarters. This has been achieved despite the volume of work the Pensions 
Administration Team has coped with in preparing for shared services.  

 
8.4 The NCCPF Administration Strategy approved at the 3 November 2017 Panel 

meeting, in readiness for the shared administration service with Tyne and Wear 
Pension Fund, is currently out for consultation (with employers and trade 
unions).  It will become effective from 29 January 2018.  
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9. Additions to the NCC Pension Fund risk register 

 

Purpose of the report   

 
This report seeks approval from the Pension Fund Panel to delegate to the LGPS Local 
Pension Board to consider additions to the NCC risk register, to update it for new risks 
faced by NCC as administering authority for the LGPS. 
 

Recommendation 

 

 The Panel is requested to delegate to the LGPS Local Pension Board to 

consider additions to the NCC risk register, as shown in paragraph 9.3 

below. 

 

Key issues  

 
9.1 It is good practice for LGPS administering authorities to maintain a risk register 

which recognises the risks faced in administering the pension fund.  The risk 
register should be regularly reviewed and updated and new risks added as soon 
as they become apparent. 

 
9.2 NCC’s corporate risk register is maintained by the Risk Management Officer on 

the Magique Galileo software.  NCC Pension Fund has its own Risk 
Management Policy, adopted in February 2016, which was drafted to tie in with 
NCC’s corporate risk management framework and risk scoring system.  The 

Fund’s Risk Management Policy is attached as Appendix 13 to this report. 
 
9.3 Six potential new risks have been identified for inclusion in the risk register: 

 cyber security; 

 GDPR legislation; 

 potential increased costs or reduced performance arising from pooling; 

 failure to achieve/maintain elective professional status with financial 
institutions, under MiFID II; 

 LGPS membership records’ accuracy following transition to shared 
administration service with Tyne and Wear Pension Fund; and 

 performance of shared administration service with Tyne and Wear 
Pension Fund. 

 
9.4 Officers have started gathering information from various sources regarding the 

risks noted above and plan to bring a draft risk register (which adds the six new 
risks) to the Board meeting on 11 December 2017.  The Board will be asked to 
provide comment and input to the management of those risks.  The risk register 
will then be brought to the Panel meeting on 23 February 2018, for information 
and review. 
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10. Fund performance and total Fund value 

 

Purpose of the report   

 
The purpose of this report is to provide information to the Panel about the Fund 
performance in the quarter to 30 September 2017 and the total Fund value at that date. 
 

Recommendation 

 

The Panel is requested to accept the report. 

 

Key issues  

 

10.1 The total Fund value (externally managed) was £1,330 million as at 30 
September 2017, compared to £1,308 million as at 30 June 2017, reflecting the 
positive investment returns over the quarter, offset by some cash outflow in the 
quarter. 

 
10.2 Performance information for the Fund as a whole for the quarter and year to 30 

September 2017 was not available in time to be included with this report. 
 
10.3 Further detail of annual and quarterly performance by manager and asset class 

for the period ending 30 September 2017 (i.e. the “Quarterly Risk and Return 
Analysis” provided by Portfolio Evaluation Ltd, the Fund’s performance 
measurement service provider) will be emailed to Panel and Board members as 
soon as it is available, and tabled at the meeting.  
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10. Fund performance and total Fund value 
 

BACKGROUND 

 
Total Fund value 

 
10.4 The total value of the Fund at the last four quarter ends is as follows: 
 

 as at 

31 December 

2016 

£m 

 

as at 

31 March 

2017 

£m 

 

as at 

30 June 

2017 

£m 

 

as at 

30 September 

2017 

£m 

 
Legal and General 

Index tracker 

 

1008.96 1051.55 1054.40 1074.89 

Wellington 

Active corporate bonds 

 

98.30 99.91 101.25 102.48 

Schroder 25.94 25.11 26.76 26.84 
BlackRock 24.27 26.35 25.49 25.85 

Property 
subtotal 

 
50.21 

 
51.46 

 
52.25 

 
52.69 

     

Morgan Stanley  35.67 34.71 28.60 27.66 
NB Crossroads 
Pantheon  

21.09 

 

26.17 21.47 20.74 

0.81 

Private equity  
subtotal 

 
56.76 

 
60.88 

 
50.07 

 
49.21 

     

GIP 31.07 32.11 31.52 31.32 
Antin  18.34 17.93 18.93 19.28 

Infrastructure  
subtotal 

 
49.41 

 
50.04 

 
50.45 

 
50.60 

     

 

Total 
 

 
1,263.64 

 

 
1,313.84 

 

 
1,308.42 

 

 
1,329.87 

 

     
 
 Note that capital calls and capital repayments have been made during the year 

to 30 September 2017 for private equity and infrastructure investments.  Extra 
funding, when needed, came out of cash held by the Pension Fund for the day-
to-day expenditure incurred in administering the Scheme and by disinvesting 
from Legal and General.  Capital repayments have been transferred to Legal 
and General to invest, or when timing can be matched, used to pay other capital 
calls.   
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10.5 Further detail of annual and quarterly performance by manager and asset class 
for the period ending 30 September 2017 (i.e. the “Quarterly Risk and Return 
Analysis” provided by Portfolio Evaluation Ltd, the Fund’s performance 
measurement service provider) will be emailed to Panel and Board members as 
soon as it is available, and tabled at the meeting. 

 
Fund performance 
 
10.6 The Fund’s performance is measured by Portfolio Evaluation Ltd (formerly, until 

31 March 2016 by the WM Company, later known as State Street/GS 
Performance Services).  Shown below are the annual returns achieved by the 
Fund for the five years to 31 March 2017 and for the latest four quarters.  Also 
shown are the annualised returns achieved by the Fund for the five years to 31 
March 2017.   

 

10.7 Annual returns 

 
 Financial Year Ended 31 March 
 2013 2014 2015 2016 2017 

 % 
 

% 
 

% 
 

% 
 

% 
 

Fund 
 

14.0 3.8 13.2 -0.7 24.2 

Benchmark  
 

14.2 3.7 13.1 -1.2 24.1 

 

10.8 Quarterly returns 
 

              - - - 2016/17 - - -                       - - - 2017/18 - - - 
 

 Quarter 4 
2016 

to 31 Dec 16 
% 

Quarter 1 
2017 

to 31 Mar 17 
% 

Quarter 2 
2017 

to 30 Jun 17 
% 

Quarter 3 
2017 

to 30 Sep 17 
% 

Fund 
 

3.6 4.0 0.3         N/A 

Benchmark  
 

2.9 4.3 0.4         N/A 

 

10.9 Annualised returns 
 

 All Financial Years Ended 31 March 
 2012/17  2014/17  2017 

 

 

 %  %  % 

 

Fund  

 

 10.6  11.8  24.2 

 

Benchmark  

 

 10.4  11.6  24.1 

 

  5  3  1 

 years  years  year 
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IMPLICATIONS ARISING OUT OF THE REPORT 

 

This applies to items 1. to 10. (inclusive) in this report 

 

 Policy:  

 

None 
 

 Finance and value for 

money:  

 

All investment decisions and funding strategy 
decisions could have an implication for the 
future employer contribution rates payable by 
employers participating in the Pension Fund.  
There are no investment decisions arising 
directly from these reports.   
 

 Human Resources:  

 

None 

 Property: None 
 

 Equalities:  

 

None 
 

 Risk Assessment:  A risk assessment is performed as part of the 
asset liability modelling study undertaken 
periodically (usually every three years) to set 
the Fund’s asset allocation strategy.  There is 
no change to investment strategy contained 
within these reports.  Updates to the 
administering authority’s risk register are 
planned. 
 

 Sustainability:  None 
 

 Crime & Disorder: None 
 

 Customer considerations: 

 

None 

 Consultation:  

 

None 
 

 Electoral divisions: All 
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Report sign off 
 

Finance Officer N/A 

Monitoring Officer/Legal N/A 

Human Resources N/A 

Procurement N/A 

I.T. N/A 

Director (Corporate Resources) AE 

Portfolio Holder(s) N/A 

 
 
Report author Clare Gorman 
   01670 623579 
   clare.gorman@northumberland.gov.uk 

 


