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PENSIONS COMMITTEE
Monday, 2 November 2020

Present: Councillor P Cleary (Chair)

Councillors C Povall
C Carubia
G Davies
S Foulkes

A Gardner
T Jones
B Kenny
L Rowlands

Councillor M Bond, St Helens Council

Apologies Councillor P Lappin, Sefton Council

1 WELCOME AND INTRODUCTION 

The Chair welcomed Members of the Pensions Committee and viewing members of 
the public to the online, virtual meeting.

2 APOLOGIES 

A roll call of Councillors was undertaken on behalf of the Head of Legal Services.  
Apologies had been received from Councillor Paulette Lappin, Sefton MBC.

3 COUNCILLORS JOHN FULHAM AND STUART WHITTINGHAM 

The Chair referenced departing members of the Pensions Committee – Councillors 
John Fulham, St Helens MBC and Stuart Whittingham, Wirral BC – and thanked 
them for their contributions to the Committee.

4 COUNCILLOR GEOFFREY WATT 

The Chair paid tribute to Councillor Geoffrey Watt, a Member of the Pensions 
Committee and a former Chair of the Committee who had sadly passed away in 
September.  The Chair commented that Councillor Watt had been greatly respected 
by Members of the Committee and beyond and Members held a minute’s silence to 
pay their respect.

5 MEMBERS' CODE OF CONDUCT - DECLARATIONS OF INTEREST 

Members were asked to consider whether they had any disclosable pecuniary 
interests and/or any other relevant interest in connection with any item(s) on this 
agenda and, if so, to declare them and state what they were.

The following declarations were made:

Councillor George Pecuniary interest by virtue of his wife being a member of 
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Davies Merseyside Pension Fund.

Councillor Andrew 
Gardner

Pecuniary interest by virtue of being a member of Merseyside 
Pension Fund.

Councillor Tony 
Jones

Pecuniary interest by virtue of himself and his wife being a 
member of Merseyside Pension Fund.

Councillor Cherry 
Povall

Pecuniary interest by virtue of her daughter being a member 
of Merseyside Pension Fund.

Councillor Les 
Rowlands

Pecuniary interest by virtue of his wife being a member of 
Merseyside Pension Fund.

6 MINUTES 

Resolved – That the accuracy of the minutes of the meeting held on 3 February 
2020 be agreed.

7 AUDIT PLAN AND ADDENDUM 

Representatives from Grant Thornton UK attended the meeting and presented the 
External Audit Plan for Merseyside Local Government Pension Scheme Year ended 
31 March 2020.  The appendix to the report contained the External Plan Update Year 
ended 31 March 2020.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That;

1. Grant Thornton be thanked for the presentation on the Audit Plan.

2. the Audit Plan be noted.

8 AUDIT FINDINGS REPORT 

Members gave consideration to the Audit Findings Report for the year ending 31 
March 2020 prepared by Grant Thornton UK LLP.  Grant Patterson, Key Audit 
Partner and Stuart Basnett, Audit Manager attended the meeting and reported upon 
the key issues contained in the report.

The report noted that the outbreak of the Covid-19 coronavirus pandemic had had a 
significant impact on public services. For Merseyside Pension Fund however the 
impact on the normal operations of the Fund had not been overly significant.

It was reported that the audit was now substantially complete and, subject to 
outstanding queries being resolved, it was anticipated that an unqualified audit 
opinion would be provided in respect of the financial statements as shown in 
Appendix C: Audit opinion of the report.
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The report confirmed that there were no significant facts or matters that impacted on 
the independence as auditors that were required or wished to be drawn to the 
Committee’s attention.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That;

1. Grant Thornton be thanked for the presentation on the Audit Findings 
Report.

2. the Audit Findings Report be noted.

9 MERSEYSIDE PENSION FUND ANNUAL REPORT & ACCOUNTS 2019/20 

The Director of Pensions introduced a report that provided Members with the Fund’s 
Annual Report & Accounts for 2019/20.  The draft Annual Report & Accounts for 
2019/20 document was attached as an appendix to the report.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That the Annual Report of Merseyside Pension Fund be approved 
for publication.

10 STATEMENT OF ACCOUNTS 2019/20 – MERSEYSIDE PENSION FUND AND 
LETTER OF REPRESENTATION 

The Committee gave consideration to a report of the Director of Pensions that 
presented Members with the audited statement of accounts of Merseyside Pension 
Fund for 2019/20 and responded to the Audit Findings Report from Grant Thornton.  
A Letter of Representation on behalf of the Committee, which gave assurances to the 
Auditor on various aspects relating to the Pension Fund, was attached as an 
appendix to the report.

Due to COVID-19, the Fund’s Statement of Accounts for 2019/20 included an 
additional level of uncertainty.  The global pandemic had impacted upon financial 
markets and there was a further risk of uncertainty for the valuations of unquoted 
investments where there is a degree of estimation involved in the valuations.

Subject to outstanding work, Grant Thornton had indicated there will be an 
unqualified opinion, with the inclusion of an Emphasis of Matter paragraph 
highlighting asset valuation material uncertainties. This did not affect their opinion 
that the statements presented fairly the financial position of Merseyside Pension 
Fund as of 31 March 2020 at £8.6bn.  At the time of writing the report the Fund had 
agreed to all material adjustments and a verbal update was provided.

The report informed that the Audit Opinion would be issued following final completion 
of the audit, consideration of the Audit Findings Report and approval of the amended 
Statement of Accounts at both the Pensions Committee and the Audit and Risk 
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Management Committee. Subject to this, the accounts would form the basis of the 
Annual Report for the year ended 31 March 2020.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That

1 having considered the amendments to the accounts, the Audit Findings 
Report and the Letter of Representation, the audited Statement of 
Accounts for 2019/20 be approved.

2 the recommendations be referred to the Audit and Risk Management 
Committee.

11 PENSION BOARD REVIEW 2019-20 AND WORK PLAN 2020-21 

John Raisin, the Independent Chair of the Local Pensions Board, introduced the 
report that provided an overview of the Board’s activities during 2019-20 and work 
plan for 2020-21. The appendices to the report contained the Pension Board Annual 
Review and the Pension Board Terms of Reference.

The Independent Chair highlighted that the Board’s terms of reference had been 
revised to permit virtual meetings and define terms of attendance and noted the two 
crucial issues of Good Governance – LGPS and the McCloud case.

The report included reference to Board Meetings, Training and Development and 
Reporting Breaches of the Law to the Pensions Regulator.  Mr Raisin also 
commented that, as in previous years, the Board had received extremely positive 
support, advice and guidance from the officers of Merseyside Pension Fund. On 
behalf of the Board he thanked the Officers for their positive approach and their 
reports, guidance and advice.

The Independent Chair also placed on record his tribute to Paul Wiggins, Member of 
the Pensions Board who had sadly passed away in June of this year and expressed 
his gratitude for his positive contribution to the work of the Board.

The Chair of the Pensions Committee thanked the Independent Chair of the Local 
Pensions Board for a positive and comprehensive report and it was; 

Moved by the Chair, formally seconded by Councillor Cherry Povall and;

Resolved – That;

1 the report of the Independent Chair of the Pension Board be noted.

2 the amendments to the Board’s Terms of Reference be approved. 

12 INVESTMENT STRATEGY PROPOSALS 
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Members gave consideration to a report of the Director of Pensions that provided 
outline proposals for changes to MPF’s investment strategy and sought approval for 
officers to work with the Fund’s independent advisors to develop and implement the 
proposals. 

A letter received from Medact Liverpool and a response from the Chair was attached 
as an appendix to the report.  The letter and response were pertinent to the strategy 
proposals.

Appendix 2 to the report contained exempt information. This was by virtue of 
paragraph(s) 3 of Part 1 of Schedule 12A of Local Government Act 1972 i.e. 
information relating to the financial or business affairs of any particular person 
(including the authority holding that information).

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That;

1 the outline investment strategy proposals detailed in the appendix be 
approved.

2 officers be authorised to work with the Fund’s independent advisors to 
develop and implement the proposals with regular progress reports to 
the IMWP and the Pensions Committee.  

3 the engagement of specialist investment advice and the additional 
staffing resources required to support the development and 
implementation of the investment strategy proposals be approved. 

4 the letter from and response to Medact Liverpool be noted.

13 LGPS UPDATE 

The Head of Pensions Administration, Yvonne Murphy, introduced a report that 
covered the long-awaited HM Treasury (HMT) response to the consultation on 
‘Restricting Exit Payments in the Public Sector’ and the publication of draft 
regulations, issued on 22 July 2020.

In addition, the report covered the related Ministry of Housing, Communities and 
Local Government (MHCLG) consultation – ‘Reforming Local Government Exit Pay’, 
issued on 7 September 2020.  This consultation had requested feedback and 
comments on the proposed reforms to Local Government regulations, in order to 
meet overarching government policy to limit exit payments to a maximum of £95k for 
public sector employees.
  
The report also provided an update on a further interim response on proposals set 
out in the consultation dated 8 May 2019, ‘Changes to Local Valuation Cycle and The 
Management of Employer Risk’.
   
Finally, the report raised awareness of the Written Ministerial statement on survivor 
benefits payable from public service pensions in response to an Employment 
Tribunal relating to the Teachers’ Pension Scheme. The case had concerned the 
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lower survivor benefits paid to a widower of a female scheme member compared to 
those paid to a same sex survivor.

The Head of Pensions Administration informed that SAB (LGPS Scheme Advisory 
Board) had sought legal advice and provided logical opinion and it was noted that 
this may be subject to challenge.  The draft response was being shared with the 
Chair of the Local Pension Board and the Pensions Committee.  The Head of 
Pensions Administration responded to questions from Members and set out the 
implications for pensions administration.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That the report and the resource implications in administering 
imminent changes to the regulations be noted.  

14 PROPOSED MCCLOUD JUDGMENT REMEDY AND LGPS CONSULTATION 

The Head of Pensions Administration introduced a report that set out the proposed 
McCloud judgement remedy. On 16 July, the Ministry of Housing, Communities and 
Local Government (MHCLG) had released the much-anticipated consultation on the 
McCloud remedy for the LGPS in England and Wales, a 12-week consultation that 
covered extensive detail on how the remedy would be applied.

The Fund response to the consultation had been shared with the Chairs of Pension 
Committee and the Local Pension Board, for comment and approval prior to 
submission on 8 October 2020 and was attached as an appendix to the report. The 
submitted response focussed on the operational aspects and communicative 
challenges in implementing the proposed remedy.

The report informed that separately, the Government had announced that the 
Treasury would restart the  ‘Employer Cost Cap’ assessment for all public sector 
schemes and critically that the McCloud remedy was to be included in the 
assessment of the impact on member benefits.  

A contribution rate assessment for the McCloud remedy had been calculated at the 
2019 valuation for Fund employers and the calculations were generally done in line 
with the proposed underpin in the consultation.  Some employers made a provision in 
their contribution rates and this allowance would not expect to be revisit until the next 
valuation.   For other employers, the Funding Strategy Statement allowed the Fund to 
revisit this where appropriate once the remedy was finalised.

Members were informed that once the outcome of the consultation was finalised, the 
implementation of the final remedy would be required under legislation and informed 
by statutory guidance.

The Chair of the Pensions Committee thanked the Head of Pensions Administration 
for the presentation and the Independent Chair of the Local Pensions Board, John 
Raisin, for his contributions. 

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:  
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Resolved – That the Pension Committee instruct officers to develop a project 
plan and any associated workstreams to comply with the scale of retrospective 
benefit calculations in compliance with The Local Government Pension 
Scheme (Amendment) Regulations 2020.

15 RETAIL PRICES INDEX REFORM 

The Director of Pensions introduced a report that informed members of the 
government’s consultation on reform of the Retail Prices Index (RPI index) and the 
Fund’s response.  The Fund’s response to Consultation on the Reform of Retail Price 
Index was attached as an appendix to the report.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That the report and the Fund’s response to the consultation be 
noted.

16 INVESTMENT PERFORMANCE 

The Director of Pensions introduced the report that set out the investment 
performance of Merseyside Pension Fund for the fiscal year ended March 2020.

The Director of Pensions responded to questions from Members.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That the report be noted.

17 LOCAL PENSION BOARD MINUTES 

The Director of Pensions introduced a report that provided members with the minutes 
of the previous meeting of the Local Pension Board.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That the minutes of the Local Pension Board be noted.

18 NATIONAL KNOWLEDGE ASSESSMENT 

Members gave consideration to a report of the Director of Pensions that informed of 
the National Knowledge Assessment. The National Knowledge Assessment’s key 
goal was to provide LGPS funds with an insight to the pensions specific knowledge 
and understanding of those holding decision making and oversight responsibility 
within their organisations. The Director of Pensions commented that it was a 
statutory requirement for members of the Local Pensions Board and best practice for 
Pension Committee members to undertake training.  The Chair of the Committee 
thanked those members who had participated and noted that the outcomes would 
help to inform future training.

The appendix to the report contained exempt information. This was by virtue of 
paragraph(s) 3 of Part 1 of Schedule 12A of the Local Government Act 1972, i.e. 
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information relating to the financial or business affairs of any person, including the 
authority holding that information.

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That;

1 the report be noted.

2 Committee members work with officers to identify and undertake 
training and development opportunities appropriate to their needs.

19 NORTHERN LGPS UPDATE 

Members gave consideration to a report of Director of Pensions that provided an 
update on pooling arrangements in respect of MPF and the Northern LGPS.  Minutes 
of the previous two Joint Committee meetings were appended to the report for 
noting.

Appendix 1 to this report contained exempt information. This was by virtue of 
paragraph(s) 3 of Part 1 of Schedule 12A of Local Government Act 1972 i.e. 
information relating to the financial or business affairs of any particular person 
(including the authority holding that information).

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That the minutes of the Joint Committee meetings be noted.

20 MINUTES OF WORKING PARTY MEETINGS 

The Director of Pensions introduced a report that provided Members with the minutes 
of meetings of Working Parties held since the last meeting. 

Appendix 1 to the report contained exempt information. This was by virtue of 
paragraph(s) 3 of Part 1 of Schedule 12A of Local Government Act 1972 i.e. 
information relating to the financial or business affairs of any particular person 
(including the authority holding that information). 

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That the minutes attached as an appendix to the report be 
approved.

21 EXEMPT INFORMATION - EXCLUSION OF MEMBERS OF THE PUBLIC 

Moved by the Chair and formally seconded by Councillor Cherry Povall, it was:

Resolved – That in accordance with section 100 (A) of the Local Government 
Act 1972, the public be excluded from the meeting during consideration of the 
following items of business, on the grounds that it involved the likely 
disclosure of exempt information as defined by relevant paragraphs of Part 1 
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of Schedule 12A (as amended) to that Act. The public interest test had been 
applied and favoured exclusion.

22 INVESTMENT STRATEGY REVIEW EXEMPT APPENDIX 

The appendix to the report on Investment Strategy Review was exempt by virtue of 
paragraph 3.

23 NATIONAL KNOWLEDGE ASSESSMENT EXEMPT APPENDIX 

The appendix to the report on National Knowledge Assessment was exempt by virtue 
of paragraph 3.

24 NORTHERN LGPS UPDATE EXEMPT APPENDIX 

The appendix to the report on Northern LGPS Update was exempt by virtue of 
paragraph 3.

25 WORKING PARTY MINUTES EXEMPT APPENDIX 

The appendix to the report on Working Party Minutes was exempt by virtue of 
paragraph 3.
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: LGPS UPDATE

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

This report updates Members on the judicial review of the ‘Restriction of 
Public Sector Exit Payments Regulations 2020’, and the publication of the 
Ministry of Housing, Community and Local Government (MHCLG) guidance 
on employer applications for the relaxation of the exit cap for local 
government employees.

In addition, the report raises awareness of communication materials produced 
by LGA to assist scheme members, administering authorities and employers 
in understanding the implications of the public sector exit cap on redundancy 
packages, operational processes, and legal obligations.

RECOMMENDATION

That Members note the report and the resource implications in 
administering the Public Sector Exit Payment Regulations.

1.0 REASON/S FOR RECOMMENDATION

1.1 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.

2.0 OTHER OPTIONS CONSIDERED

2.1 Not relevant for this report.

3.0 BACKGROUND INFORMATION

Judicial Review of the ‘Restriction of Public Sector Exit Payment Regulations 
2020’ 
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3.1 As covered in a verbal update at the committee meeting of 2 November 2020, a 
number of requests for judicial review to retract the Public Sector Exit Payment 
Regulations have been lodged by ALACE/LLG, UNISON and GMB/Unite contesting 
the regulations on a number of grounds including their effect on the existing LGPS 
regulations.

3.2 On 22 December 2020, the review requests were granted permission to be heard 
together in the latter half of March 2021. It is noteworthy that until the proceedings 
are complete the Pensions Ombudsman will not issue any directions on appeals 
with regard to the lawfulness of payment of reduced LGPS benefits in 
circumstances where redundancy packages exceed the £95k exit cap.  

3.3 Scheme members will, however, still be able to bring claims against employers and 
LGPS administering authorities even if these are subsequently ‘stayed’ during the 
judicial review process.

Exit Cap Waiver Guidance

3.4 On 16 December, MHCLG published waiver guidance for the £95k exit cap in 
compliance with HM Treasury Directions for circumstances where mandatory or 
discretionary waivers may apply. The guidance is largely directed at employers and 
provides information on the process MHCLG will follow in deciding whether to 
approve a request for a waiver. This document can be accessed at:

https://www.gov.uk/government/publications/local-government-exit-pay/local-
government-exit-pay-a-guide-for-local-authorities-for-the-interim-period-until-mhclg-
regulations-come-into-force#process

3.5 To apply for a waiver, employers are required to submit a business case to 
MHCLG, and this must contain information on strain costs from the Fund.

3.6 The guidance states that Funds will have up to two weeks to provide information on 
the strain cost whether or not the waiver were granted. 

3.7 However, at the current time, if the waiver is not granted members cannot receive a 
partially reduced pension as the LGPS regulations have not yet been amended to 
permit such a payment.

3.8 The LGA have raised a number of concerns regarding this guidance in terms of 
clarity and interpretation; including but not limited to the following:

 
 concerns that despite what is implied in the guidance, the information listed 

for record keeping and that required by regulations for publication are different 
and that the resultant confusion may lead to disclosure of personal data

 clarification on whether ‘TUPE like’ movements on local government 
reorganisation are covered by mandatory waivers.

3.9 LGA has provided advice that administering authorities should only provide the full 
strain costs, as it is the employer’s responsibility to determine the amount of any 
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cash payment that may be payable where the member is capped and only receives 
a reduced or deferred pension.

3.10 It is LGA’s view that if administering authorities are involved in determining any 
cash amount, they could be liable if the employer exceeds the cap or the employee 
challenges payment of a reduced pension benefit. 

National Communication Materials

3.11 Fund officers sit on LGA’s Communication Group and fed into the drafting of the 
national communications to explain the implications of the £95k exit cap for use by 
scheme members, employers, and funds.

Information for Scheme Employers

3.12 The scheme employer document seeks to guide employers step-by-step through 
their obligations and decisions under the exit cap regulations. In particular, it sets 
out the risks of making a cash alternative payment before any decision is made 
regarding the pension or the outcome of any potential litigation.  This document can 
be accessed at:

https://lgpslibrary.org/assets/gas/ew/Exit%20cap%20Emp%20v2.0c.pdf

Information for Administering authorities

3.13 This document seeks to set out the decisions which authorities need to take as a 
result of the exit cap regulations coming into force. It also provides a step-by-step 
guide for revising their processes and liaising with scheme employers. This 
document can be accessed at:

https://lgpslibrary.org/assets/gas/ew/Exit%20cap%20AA%20v2.0c.pdf

Information for Scheme Members

3.14 Designed as a series of ‘Frequently Asked Questions’ on the exit cap for pension 
scheme members. The Fund website has been updated and employer news alerts 
have been issued to raise awareness of the documents and to assist all 
stakeholders in making decisions related to exit packages.

https://mpfmembers.org.uk/content/public-sector-exit-cap-faqs-lgps-members

4.0 FINANCIAL IMPLICATIONS

4.1 There are none arising from this report.

5.0 LEGAL IMPLICATIONS

5.1 The conflicting provisions of the LGPS Regulations and the HM Treasury 
’Restriction of Public Sector Exit Payments Regulations 2020’ along with the Fund’s 
decision to pay a fully reduced pension benefit in the event of a member exceeding 
the exit cap (in-line with the legal opinion sourced by LGA) may lead to a legal 
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challenge from a Scheme member.

6.0 RESOURCE IMPLICATIONS: STAFFING, ICT AND ASSETS

6.1 The Introduction of the ‘Restriction of Public Sector Exit Payment Regulations 2020’ 
will affect the Fund’s governance arrangements with the need to segregate its 
employer base, as some employers are not subject to the public sector exit cap, for 
example, Higher Education establishments.

6.2 There is significant impact on the retirement process, information flows and 
communications that Fund officers will need to assess and implement as 
appropriate during 2021.

7.0 RELEVANT RISKS

7.1 There are none arising from this report.

8.0 ENGAGEMENT/CONSULTATION

8.1 The relevant consultations are set out in this report.

9.0 EQUALITY IMPLICATIONS

9.1 Wirral Council has a legal requirement to make sure its policies, and the way it 
carries out its work, do not discriminate against anyone. 

An Equality Impact Assessment is a tool to help council services identify steps they 
can take to ensure equality for anyone who might be affected by a particular policy, 
decision, or activity.

9.2 MHCLG and HMT undertake equality impact assessments with regard to the 
statutory reform of the public sector pension schemes and LGPS.

10.0 ENVIRONMENT AND CLIMATE IMPLICATIONS

10.1 There are none arising from this report.

REPORT AUTHOR: Yvonne Murphy
(Head of Pensions Administration) telephone: 
(0151) 242 1333
email: yvonnemurphy@wirral.gov.uk

APPENDICES

BACKGROUND PAPERS
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The LGPS Scheme Advisory Board information page on Public Sector Exit 
Payments:  

https://www.lgpsboard.org/index.php/structure-reform/public-sector-exit-payments

SUBJECT HISTORY (last 3 years)

Council Meeting Date

The LGPS Update is a standing agenda item 
on Pensions Committee
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: FSS POLICY UPDATES

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

This report covers updates to the Funding Strategy Statement’s termination 
policy and a new contributions flexibilities policy in light of the new 
Regulations that came into force on 23 September 2020.  The Regulations 
require these policies to be included in the Funding Strategy Statement. 

Updated Termination Policy

The default position for exit payments is that they are paid in full at the point of 
exit. The termination policy has therefore been updated to allow for the new 
Regulations which allow exiting employers (subject to a suitable review of the 
unaffordability of an immediate exit debt payment) to spread their exit debt 
over a set period or to enter into a Deferred Debt Arrangement allowing them 
to remain in the Fund with no active members. The policy sets out the process 
that must be followed by the Fund when an employer exits the Fund (usually 
triggered when the last active contributing member leaves pensionable 
service). 

New Contributions Flexibilities Policy

The new Regulations also permit contribution rates to be adjusted between 
valuations. Currently the contribution rates set out in the valuation report stay 
in place until the next valuation (except in limited circumstances or where an 
employer exits the Fund). These Regulations allow changes to contributions 
to be made before the next valuation if an employer’s circumstances meet the 
specified criteria. The policy sets out the situations where contributions may 
be reviewed between actuarial valuations and the conditions that must be 
met.
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RECOMMENDATION

That Committee:

1. Approves the draft policy for ‘Deferred Debt Agreements’ based on HMRC’s 
draft statutory guidance and the Scheme Advisory Board (SAB) guide.

2. Approves the draft policy for ‘Flexibility in Contribution Rates’ based on 
HMRC’s draft statutory guidance and the SAB guide.

3. Delegates to the Director of Pensions any final changes to the draft policies – 
following consultation with employers on the updated Funding Strategy 
Statement, and after having taken advice from the Scheme Actuary along with 
consideration of the publication of the final statutory guidance and SAB guide.

SUPPORTING INFORMATION

1.0 REASON/S FOR RECOMMENDATION

1.1 There is a requirement for Members of the Pension Committee to approve any 
significant changes to the Funding Strategy Statement and associated 
policies.  

2.0 OTHER OPTIONS CONSIDERED

2.1 Not relevant for this report.

3.0 BACKGROUND INFORMATION

3.1 A number of regulatory changes came into force on 23 September 2020 
(LGPS (Amendment No.2) Regulations 2020). These allow for more 
flexibilities with contributions both on exit from the Fund (via spreading of exit 
payments and allowing employers to remain in the Fund with no active 
members) and via interim contribution reviews between actuarial valuations. 
In line with these Regulations, the Fund is required to include policies within 
its Funding Strategy Statement (FSS) which sets out how the flexibilities will 
apply in practice to employers.  The Fund has therefore updated its policies 
to incorporate the new Regulations. These policies aim to provide much 
needed flexibilities to manage employer liabilities.

3.2 To assist with drafting the policies and applying the Regulations, the Scheme 
Advisory Board (SAB) has produced a practical guide in draft form for Funds 
and the MHCLG has issued draft statutory guidance on the amendments to 
the FSS. A consultation took place on the practical guide from the SAB 
which ran until 9 January 2021 and the final documents are awaiting 
publication.   
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3.3 It is the intention to undertake a short consultation with Fund employers on 
the updated termination policy and the new contributions flexibilities policy 
following committee’s approval of the draft policies.  The FSS will then be 
updated to include the new policies. These policies do not alter the main 
principles of the current funding plan but instead provide the Fund and 
employers with further flexibilities.  

3.4 There will be further cosmetic updates to the FSS which will be included in 
the consultation for completeness. In addition, there are also some 
refinements to the wording in the following areas:

a) The termination policy has been updated to include the process 
involved in determining how an exit credit (i.e., a surplus) should be 
dealt with when an employer exits the Fund. In particular, the Fund will 
provide the exiting employer with a notice setting out who will receive 
the exit credit and the reasons behind this decision (e.g., details of the 
commercial or admission agreements referenced). The employer will be 
able to appeal this decision if they disagree. 

b) The wording within the ill health captive policy will be expanded to allow 
for an automatic review of any ill health retirements where an employer 
exits the Fund and has been part of the captive. This is to ensure that 
the employers within the captive arrangement have the correct 
governance in place.  

3.5 The policies have been drafted based on the drafts of the statutory guidance 
and SAB guide.  It is proposed that any changes required to the draft policy 
once the final documents are issued will be made by Officers on the advice 
of the Actuary.  We do not expect substantive changes will be required but if 
so consideration will be given to whether this is brought back to the Chair of 
the committee.

3.6 Further information regarding the changes made to the policies are set out 
below. 

DRAFT TERMINATION POLICY UPDATES - FLEXIBILITY FOR EXIT DEBT 
PAYMENTS AND DEFERRED DEBT AGREEMENTS 

3.7 The default position for exit payments is that they are paid in full at the point 
of exit and this will continue under the new policy. The previous regulations 
generally required the exit debt to be paid in full on exit. This restricted the 
ability of employers to leave the Fund in an ordered and affordable manner 
and put the Fund (and therefore the taxpayer) at higher risk of unrecoverable 
debts. This is especially the case for those employers in a weak financial 
situation. As a consequence, employers tended to remain in the Fund 
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building up further, often unaffordable, liabilities. The new Regulations 
provide greater flexibility to manage this debt in conjunction with the 
employer and allow the employer to limit the further accrual of liabilities.  

3.8 The new Regulations permit LGPS funds to develop policies that provide 
alternative options to employers when the last active member leaves the 
employer (subject to a covenant assessment and consideration of security):

a) Spreading payments - Allow the Fund and the employer to enter into 
an agreement which instead spreads the payment of the final exit debt 
calculated by the Actuary over an agreed period of time (the amounts 
and frequency of the payments in the payment plan will be agreed at 
the outset along with any early payment terms), or

b) Deferred Debt Arrangement (DDA) - The Fund may enter into a DDA 
with a scheme employer.  This allows the employer to defer its 
obligation to make an exit payment and continue to make ‘deficit’ 
(secondary rate) contributions to the Fund. Contribution requirements 
will continue to be reviewed as part of each actuarial valuation under 
this option, which is essentially an employer continuing ongoing 
participation, but with no contributing members.  The Fund or employer 
can terminate the DDA and settle a revised (potentially more 
affordable) exit debt.

3.9 The Fund can only enter into one of the above arrangements if the FSS 
includes a policy setting out how the employer will be treated. The Fund is 
also required to consult with the exiting employer, following advice from the 
Fund Actuary as well as any other specialists as appropriate as part of the 
process.

3.10 Appendix 1 sets out the draft policies for these flexibilities for the Committee 
to consider.  The policies have been designed to strengthen the Fund’s 
ability to manage employer liabilities, ensuring there is no detriment to the 
solvency of the Fund. 

FLEXIBLE CONTRIBUTIONS POLICIES - DRAFT POLICY

3.11 The new Regulations also permit contribution rates to be adjusted between 
valuations. Currently the contribution rates set out in the valuation report stay 
in place until the next valuation except in limited circumstances or where an 
employer exits the Fund. These Regulations allow changes to contributions 
to be made before the next valuation if an employer circumstances meet the 
specified criteria.  

3.12 Such a revision to contribution rates is only permitted if the Fund’s policy is 
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set out in the FSS and one of the following apply:

a) it appears likely to the administering authority that the amount of the 
liabilities arising or likely to arise has changed significantly since the 
last valuation.

b) it appears likely to the administering authority that there has been a 
significant change in the ability of the Scheme employer to meet their 
obligations in the Scheme; or

c) a Scheme employer requests a review of employer contributions and 
has undertaken to meet the costs of that review (and point (a) or (b) 
also applies)

3.13 Appendix 2 sets out the draft policy for the Committee to consider.  The 
policy ensures that any contribution changes will only be due to significant 
liability or covenant changes which would create additional risk to the Fund 
or employer. 

4.0 FINANCIAL IMPLICATIONS

4.1 The FSS sets out the funding basis and related policies through which the 
Fund manages the scheme liabilities and payment of contributions by scheme 
employers (including on exit from the Fund).  

4.2 Actuarial and covenant advice regarding the FSS and related policies is 
provided for in the annual budget.

5.0 LEGAL IMPLICATIONS

5.1 There are none arising from this report.

6.0 RESOURCE IMPLICATIONS: STAFFING, ICT AND ASSETS

6.1 There are none arising from this report.

7.0   RELEVANT RISKS

7.1 There are none arising from this report.
8.0 ENGAGEMENT/CONSULTATION

8.1   The Scheme Advisory Board conducted a consultation on its draft guide on 
employer flexibilities for administering authorities and employers.

8.2 The Fund will consult with participating employers on the changes to the 
Funding Strategy Statement and its associated policies.  Feedback will be 
assessed and responded to in advance of final publication by 1 April 2021.
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9.0  EQUALITY IMPLICATIONS

9.1   Wirral Council has a legal requirement to make sure its policies, and the way   
it carries out its work, do not discriminate against anyone. An Equality Impact 
Assessment is a tool to help council services identify steps they can take to 
ensure equality for anyone who might be affected by a particular policy, 
decision or activity.

10.0   MHCLG and HMT undertake equality impact assessments with regard to the    
statutory reform of the public sector pension schemes and LGPS.

10.1 ENVIRONMENT AND CLIMATE IMPLICATIONS

10.2  There are none arising from this report.

REPORT AUTHOR: Yvonne Murphy
Head of Pension Administration 
Telephone: (0151) 242 1333
Email: yvonnemurphy@wirral.gov.uk

APPENDICES

Appendix 1 - Draft Termination Policy updates regarding exit debt payments 
and deferred debt agreement flexibilities.

Appendix 2 - Draft Policy regarding flexible contributions

BACKGROUND PAPERS

Draft MHCLG Statutory Guidance on Preparing and Maintaining Policies on Review 
of Employer Contributions, Employer Exit Payments and Deferred Debt 
Agreements.

Draft SAB Guide to Employer Flexibilities for Administering Authorities and 
Employers  

SUBJECT HISTORY (last 3 year)

Council Meeting Date
The Funding Strategy Statement is 
reviewed at least annually with the 
last review taking place as part of 
the 2019 valuation

3 February 2020
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Appendix 1

D R A F T  P O L I C Y  U P D A T E  ( T O  B E  I N C L U D E D  I N  T H E  
F S S  F O R  C O N S U L T A T I O N  W I T H  E M P L O Y E R S )

APPENDIX B - TERMINATION 
POLICY, FLEXIBILITY FOR EXIT 
PAYMENTS AND DEFERRED 
DEBT AGREEMENTS

E X I T I N G T H E F U N D
T E R M I N A T I O N A S S E S S M E N T O F A N E M P L O Y E R ’ S R E S I D U A L P E N S I O N 
O B L I G A T I O N S A N D  M E T H O D T O C A L C U L A T E B O N D /  F I N A N C I A L
G U A R A N T E E S

ASSUMPTIONS TO ADOPT FOR THE TERMINATION ASSESSMENT
On the cessation of an employer’s participation in the Fund where an employer becomes an exiting 
employer, the Actuary will be asked to make a termination assessment. Depending on the 
circumstances of the termination this assessment may incorporate a more cautious basis of 
assessment of the final liabilities for the employer.  Typically, this will be where the employer does 
not have a guarantor in the Fund who has agreed to subsume the orphaned liabilities from the 
exiting employer.

Where it may be appropriate to use a more cautious basis, the discount rate assumption used will 
be derived to be consistent with a lower risk investment strategy linked to low risk income 
generating assets which make up the lower risk investment “bucket” at the time of assessment.   A 
reasonable adjustment will be made for expenses plus reinvestment and default risk in relation to the 
assets held.

For the avoidance of doubt this includes any variation to assumptions for those employers whose 
assets are invested in the higher or medium risk investment strategy bucket. The Administering 
Authority retains the discretion to adopt a different approach for any particular employer related to 
the size of the risk and the employer will be notified of this accordingly.

In addition to using a more cautious discount rate, the Actuary will also use a more prudent 
mortality assumption when assessing the size of the liabilities for termination purposes. In particular, 
the Actuary will assume a higher improvement rate for future life expectancy than is used for 
ongoing funding purposes. Where it is appropriate to apply a more cautious assumption, the Actuary 
will assume that the accelerated trend in longevity seen in recent years will continue in the longer 
term. The assumption, therefore, will build in a minimum level of longevity ‘improvement’ year on 
year in the future in line with the CMI projections subject to a long term improvement trend of 2.25% 
per annum for males and females.

The appropriate method adopted depends on the characteristics of the exiting body (and in particular Page 23
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whether there is another employer in the Fund who is prepared to act as sponsor for any residual 
liabilities) and the risk in the context of the potential impact on other employers' contributions. This 
is because where liabilities are "orphaned" all employers have to cover any deficits (or surpluses) 
that arise in relation to these liabilities via their contribution rates at each valuation.

In summary, depending on the employer type, participation basis and covenant there are three 
alternative approaches to value liabilities on termination and to assess bond requirements for 
certain admitted bodies or designating bodies:-

1. Assessing the final termination liabilities using assumptions consistent with the most recent 
valuation basis adjusted as necessary to reflect the expected return outlook in relation to the 
investment strategy which supports the exiting employer’s liabilities.

2. Assessing the final liabilities using a discount rate which is linked to a low-risk income 
generating investment strategy which make up the lower risk investment “bucket”. As part 
of this assessment the Actuary will:

 Use a deduction from the discount rate to reflect a reasonable estimate of any 
investment expenses, the potential asset default and reinvestment risk associated with 
the asset strategy, the associated costs of termination and any other reasonable 
prudential margins that are appropriate based on the advice of the Actuary. This will 
vary dependent on market conditions and the assets held in the lower risk bucket. 

 In addition, since the valuation date, it has been announced that RPI inflation will move 
to be in line with the CPIH inflation measure with effect from 2030.  This therefore 
needs to be reflected when deriving an updated market estimate of CPI inflation. For 
example, when assessing a termination position from 25 November 2020 we will adjust 
the market RPI inflation to arrive at the CPI inflation assumption by deducting [tbc]% 
per annum as opposed to the 1.0% per annum at the valuation date when assessing an 
employer’s termination position. This adjustment will be kept under review over time. 

 However, this does not provide against future adverse demographic experience relative 
to the assumptions which could emerge at future valuations.  This risk is managed by 
including a higher level of prudence in the demographic assumptions on termination to 
further protect the remaining employers.  The termination basis for an outgoing 
employer currently includes an adjustment to the assumption for longevity 
improvements over time by increasing the rate of improvement in mortality rates to 
2.25% p.a. from those used in the 2019 valuation for ongoing funding and contribution 
purposes. This will be reviewed from time to time to allow for any material changes in 
life expectancy trends and will be formally reassessed at the next valuation.

 There may be costs associated with a transition of assets into the lower risk strategy. 
The Administering Authority reserves the right to pass these costs on to the employer 
usually via a deduction in the notional asset share.  Furthermore, if appropriate, a 
reasonable allowance for expenses will also be made in relation administration and 
other expenses.  This will be allowed for in the final termination assessment. 

3. Assessing the final liabilities using a discount rate which is based on a “minimum risk” 
approach where the discount rate will be based on government gilt yields of appropriate 
duration to the liabilities and a more prudent inflation and mortality assumption as above. In 
addition, consideration of the deduction from RPI to arrive at the CPI assumption will be 
made based on the actual employer’s liability profile.  Typically, this will be applied to an 
employer who would have a material effect on the Fund on exit by leaving significant Page 24
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residual orphan liabilities.

APPROACH TO ADOPT FOR EACH EMPLOYER TYPE
The approach to be adopted would be varied dependent on whether there is a guarantor who 
participates in the Fund who would be prepared to assume responsibility for the liabilities and the 
type of admission as follows:-

( I ) A D M I S S I O N B O D I E S P A R T I C I P A T I N G B Y V I R T U E  O F A C O N T R A C T U A L 
A R R A N G E M E N T

For employers that are guaranteed by a guarantor (usually the original employer or letting 
authority), the Fund’s default policy at the point of cessation is for the guarantor to subsume the 
residual assets, liabilities and any surplus or deficit. The interested parties involved (i.e. the Fund, 
the exiting employer and the guarantor) will need to consider any separate contractual agreements 
that have been put in place between the exiting employer and the guarantor. In some instances, an 
exit debt may be payable by an employer before the assets and liabilities are subsumed by the 
guarantor, this will be considered on a case-by-case basis.  No payment of an exit credit will be 
payable unless representation is made as set out below.

If there is any dispute, then the following arrangements will apply:

 In the case of a surplus, in line with the amending Regulations (The Local Government 
Pension Scheme (Amendment) Regulations 2020) the parties will need to make 
representations to the Administering Authority if they believe an Exit Credit should be paid 
outside the policy set out above, or if they dispute the determination of the Administering 
Authority.  The Fund will notify the parties of the information required to make the 
determination on request.

 If the Fund determines an Exit Credit is payable then they will pay this directly to the 
exiting employer within 6 months of completion of the final cessation by the Actuary. 

 In the case of a deficit, in order to maintain a consistent approach, the Fund will seek to 
recover this from the exiting employer in the first instance although if this is not possible 
then the deficit will be recovered from the guarantor either as a further contribution 
collection or at the next valuation depending on the circumstances.

If requested, the Administering Authority will provide details of the information considered as part of 
the determination.  A determination notice will be provided alongside the termination assessment 
from the Actuary. The notice will cover the following information and process steps:

1. Details of the employers involved in the process (e.g. the exiting employer and guarantor).
2. Details of the admission agreement, commercial contracts and any amendments to the 

terms that have been made available to the Administering Authority and considered as part 
of the decision making process. The underlying principle will be that if an employer is 
responsible for a deficit, they will be eligible for any surplus. This is subject to the information 
provided and any risk sharing arrangements in place. 

3. The final termination certification of the exit credit by the Actuary. 
4. The Administering Authority’s determination based on the information provided.
5. Details of the appeals process in the event that a party disagrees with the determination and 

wishes to make representations to the Administering Authority.

In some instances, the outgoing employer may only be responsible for part of the residual deficit 
Page 25



4 

or surplus as per the separate risk sharing agreement.  The default is that any surplus would be 
retained by the Fund in favour of the outsourcing employer/guarantor unless representation is 
made by the relevant parties in line with the Regulations as noted above. For the avoidance of 
doubt, where the outgoing employer is not responsible for any costs under a risk sharing 
agreement then no exit credit will be paid as per the Regulations unless the Fund is aware of the 
provisions of the risk sharing agreement in any representation made and determines an exit credit 
should be paid. 

As the guarantor will absorb the residual assets and liabilities, it is the view of the Actuary that the 
ongoing valuation basis described above should be adopted for the termination calculations. For 
the avoidance of doubt this includes any variation to assumptions for those employers whose 
assets are invested in the medium or low risk asset bucket. This is the way the initial admission 
agreement would typically be structured i.e. the admission would be fully funded based on 
liabilities assessed on the valuation basis.

If the guarantor refuses to take responsibility, then the residual deferred pensioner and pensioner 
liabilities should be assessed on the more cautious basis. In this situation the size of the 
termination payment would also depend on what happened to the active members and if they all 
transferred back to the original Scheme Employer (or elsewhere) and aggregated their previous 
benefits. As the transfer would normally be effected on a "fully funded" valuation basis the 
termination payment required would vary depending on the circumstances of the case. Where this 
occurs, the exiting employer would then be treated as if it had no guarantor as per the policy below 
and the termination assessment will assume that the liabilities are orphaned and the assets will be 
invested in the lower risk investment strategy bucket.

The Administering Authority can vary the treatment on a case-by-case basis at its sole discretion if 
circumstances warrant it based on the advice of the Actuary based on the representations from the 
interested parties. For the avoidance of doubt in the case of an Exit Credit the determination 
process will be followed as set out above.

( I I ) N O N - C O N T R A C T  B A S E D A D M I S S I O N B O D I E S W I T H A G U A R A N T O R I N 
T H E F U N D

The approach for these will be the same as (i) above and will depend on whether the guarantor is 
prepared to accept responsibility for residual liabilities.

( I I I ) A D M I S S I O N B O D I E S W I T H N O G U A R A N T O R  I N T H E F U N D

These are cases where the residual liabilities would be “orphaned” within the Fund, although it is 
possible that a bond would be in place. The termination calculation would be on the more cautious 
basis as noted in 2. above although the approach in 3. above could apply at the discretion of the 
Administering Authority.

The actuarial valuation and the revision of any Rates and Adjustments Certificate in respect of the 
outgoing admission body must be produced by the Actuary at the time when the admission 
agreement ends; the policy will always be subject to change in the light of changing economic 
circumstances and legislation.

The policy for such employers will be:
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 In the case of a surplus, the Fund pays the exit credit to the exiting employer 
following completion of the termination process (within 6 months of completion of 
the cessation by the Actuary). This is subject to the exiting employer providing 
sufficient notice to the Fund of their intent to exit; any delays in notification will impact 
on the payment date.

 In the case of a deficit, the Fund would require the exiting employer to pay the termination 
deficit to the Fund as an immediate lump sum cash payment (unless agreed otherwise by 
the Administering Authority at their sole discretion) following completion of the termination 
process.

The Administering Authority also reserves the right to modify this approach on a case by case 
basis at its sole discretion if circumstances warrant it based on the advice of the Actuary.  Where 
the approach is modified, a separate schedule will be provided to that employer. Setting out the 
approach to adopt and this will be done using consistent principles.

The above funding principles will also impact on the bond requirements for certain admitted 
bodies.  The purpose of the bond is that it should cover any unfunded liabilities arising on 
termination that cannot be reclaimed from the outgoing body.

ALLOWING FOR THE MCCLOUD JUDGMENT IN TERMINATION 
VALUATIONS

The Government has confirmed that a remedy is required for the LGPS in relation to the 
McCloud judgment, however the final remedy is not currently known with any certainty although it 
is expected to be similar to the allowance made in employer rates at this valuation. Where a 
surplus or deficit is being subsumed, no allowance will be made for McCloud within the 
calculations and the impact will be considered at the next contribution rate review.  However, if a 
representation is made to the Administering Authority in relation to an Exit Credit then a 
reasonable estimate for the potential cost of McCloud will need to be included. Where a surplus 
or deficit isn’t being subsumed, McCloud will be allowed for as a matter of policy.

The allowance will be calculated in line with the treatment set out in this Funding Strategy 
Statement for all members of the outgoing employer using the termination assessment 
assumptions. For the avoidance of doubt, there will be no recourse for an employer with regard 
to McCloud, once the final termination has been settled and payments have been made.  Once 
the remedy is known, any calculations will be performed in line with the prevailing regulations 
and guidance in force at the time.

POLICY IN RELATION TO THE FLEXIBILITY FOR EXIT DEBT 
PAYMENTS AND DEFERRED DEBT AGREEMENTS (DDA)
The Fund’s policy for termination payment plans is as follows: 

1. The default position is for exit payments to be paid immediately in full unless there is a risk 
sharing arrangement in place with a guaranteeing Scheme employer in the Fund whereby the 
exiting employer is not responsible for any exit payment. In the case of an exit credit the 
determination process set out above will be followed.
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2. At the discretion of the administering authority, instalment plans over an agreed period or a 
Deferred Debt Agreement will only be agreed subject to the policy in relation to any flexibility 
in recovering exit payments.

As set out above, the default position for exit payments is that they are paid in full at the point of exit 
(adjusted for interest where appropriate).  If an employer requests that an exit debt payment is 
recovered over a fixed period of time or that they wish to enter into a Deferred Debt arrangement 
with the Fund, they must make a request in writing covering the reasons for such a request.  Any 
deviation from this position will be based on the Administering Authority’s assessment of whether 
the full exit debt is affordable and whether it is in the interests of taxpayers to adopt either of the 
approaches.  In making this assessment the Administering Authority will consider the covenant of 
the employer and also whether any security is required and available to back the arrangements.

Any costs (including necessary actuarial, legal and covenant advice) associated with assessing this 
will be borne by the employer and will be charged as an upfront payment to the Fund.

The following policy and processes will be followed in line with the principles set out in the statutory 
guidance dated [to be confirmed].

POL ICY  FOR SPREADING EX IT  PAYMENTS
The following process will determine whether an employer is eligible to spread their exit payment 
over a defined period. 

1. The Administering Authority will request updated financial information from the employer 
including management accounts showing expected financial progression of the organisation and 
any other relevant information to use as part of their covenant review.  If this information is not 
provided then the default policy of immediate payment will be adopted.

2. Once this information has been provided, the Administering Authority (in conjunction with the 
Fund Actuary, covenant and legal advisors where necessary) will review the covenant of the 
employer to determine whether it is in the interests of the Fund to allow them to spread the exit 
debt over a period of time.  Depending on the length of the period and also the size of the 
outstanding debt, the Fund may request security to support the payment plan before entering 
into an agreement to spread the exit payments.

3. This could include non-uniform payments e.g. a lump sum up front followed by a series of 
payments over the agreed period.  The payments required will include allowance for interest on 
late payment. 

4. The initial process to determine whether an exit debt should be spread may take up to [3] 
months from receipt of data so it is important that employers who request to spread exit debt 
payments notify the Fund in good time

5. If it is agreed that the exit payments can be spread then the Administering Authority will engage 
with the employer regarding the following:

a. The spreading period that will be adopted (this will be subject to a maximum of [5] years).
b. The initial and annual payments due and how these will change over the period
c. The interest rates applicable and the costs associated with the payment plan devised
d. The level of security required to support the payment plan (if any) and the form of that 

security e.g. bond, escrow account etc.
e. The responsibilities of the employer during the exit spreading period including the supply 

of updated information and events which would trigger a review of the situationPage 28
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f. The views of the Actuary, covenant, legal and any other specialists necessary
g. The covenant information that will be required on a regular basis to allow the payment 

plan to continue. 
h. Under what circumstances the payment plan may be reviewed or immediate payment 

requested (e.g. where there has been a significant change in covenant or circumstances) 

6. Once the Administering Authority has reached its decision, the arrangement will be documented 
and any supporting agreements will be included.

EMPLOYERS PARTIC IPAT ING WITH NO CONTRIBUT ING MEMBERS
As opposed to paying the exit debt an employer may participate in the Fund with no contributing 
members and utilise the “Deferred Debt Agreements” (DDA) at the sole discretion of the 
Administering Authority.  This would be at the request of the employer in writing to the Administering 
Authority.

The following process will determine whether the Fund and employer will enter into such an 
arrangement: 

1. The Administering Authority will request updated financial information from the employer 
including management accounts showing expected financial progression of the organisation.  If 
this information is not provided then a DDA will not be entered into by the Administering 
Authority

2. Once this information has been provided, the Administering Authority will firstly consider whether 
it would be in the best interests of the Fund and employers to enter into such an arrangement 
with the employer. This decision will be based on a covenant review of the employer to 
determine whether the exit debt that would be required if the arrangement was not entered into 
is affordable at that time (based on advice from the Actuary, covenant and legal advisor where 
necessary). 

3. The initial process to determine whether a Deferred Debt Agreement should apply may take up 
to [3] months from receipt of the required information so an employer who wishes to request that 
the Administering Authority enters into such an arrangement needs to make the request in 
advance of the potential exit date.

4. If the Administering Authority’s assessment confirms that the potential exit debt is not affordable, 
the Administering Authority will engage in discussions with the employer about the potential 
format of a Deferred Debt Agreement using the template Fund agreement which will be based 
on the principles set out in the Scheme Advisory Board’s separate guide. As part of this, the 
following will be considered and agreed:

 What security the employer can offer whilst the employer remains in the Fund.  In 
general the Administering Authority won’t enter into such an arrangement unless they are 
confident that the employer can support the arrangement on an ongoing basis. Provision 
of security may also result in a review of the recovery period and other funding 
arrangements.

 The investment strategy that would be applied to the employer e.g. the higher, medium 
or lower risk strategy which could support the arrangement.

 Whether an upfront cash payment should be made to the Fund initially to reduce the 
potential debt.

 What the updated secondary rate of contributions would be required up to the next 
valuation. Page 29
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 The financial information that will be required on a regular basis to allow the employer to 
remain in the Fund and any other monitoring that will be required. 

 The advice of the Actuary, covenant, legal and any other specialists necessary.
 The responsibilities that would apply to the employer while they remain in the Fund.
 What conditions would trigger the implementation of a revised deficit recovery plan and 

subsequent revision to the secondary contributions (e.g. provision of security).
 The circumstances that would trigger a variation in the length of the deferred debt 

agreement (if appropriate), including a cessation of the arrangement (e.g. where the 
ability to pay contributions has weakened materially or is likely to weaken in the next 12 
months).  Where an agreement ceases an exit payment (or credit) could become 
payable. Potential triggers may be the removal of any security or a significant change in 
covenant assessed as part of the regular monitoring.

 Under what circumstances the employer may be able to vary the arrangement e.g. a 
further cash payment or change in security underpinning the agreement.

The Administering Authority will then make a final decision on whether it is in the best interests 
of the Fund to enter into a Deferred Debt Agreement with the employer and confirm the terms 
that are required.   

5. For employers that are successful in entering into a Deferred Debt Arrangement, contribution 
requirements will continue to be reviewed as part of each actuarial valuation or in line with the 
Deferred Debt Agreement in the interim if any of the agreed triggers are met. 

6. The costs associated with the advice sought and drafting of the Deferred Debt Agreement will be 
passed onto the employer and will be charged as an upfront payment to the Fund.
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Appendix 2

D R A F T  O U T L I N E  P O L I C Y  ( T O  B E  I N C L U D E D  I N  
T H E  F S S  F O R  C O N S U L T A T I O N  W I T H  E M P L O Y E R S )

R E V I E W  O F  E M P L O Y E R  
C O N T R I B U T I O N S  B E T W E E N  
V A L U A T I O N S  
In line with the Regulations that came into force on 23rd September 2020, the 
Administering Authority has the ability to review employer contributions between 
valuations.  The Administering Authority and employers now have the following 
flexibilities:

1. The Administering Authority may review the contributions of an employer where 
there has been a significant change to the liabilities of an employer. 

2. The Administering Authority may review the contributions of an employer where 
there has been a significant change in the employer’s covenant. 

3. An employer may request a review of contributions from the Administering 
Authority if they feel that either point 1 or point 2 applies to them. The employer 
would be required to pay the costs of any review following completion of the 
calculations and is only permitted to make a maximum of [two] requests between 
actuarial valuation dates (except in exceptional circumstances and at the sole 
discretion of the Administering Authority).

Where the funding position for an employer significantly changes solely due to a change 
in assets (and changes in actuarial assumptions), the overarching policy intent is that 
contribution reviews are not permitted outside of a full valuation cycle. However changes 
in assets would be taken into account when considering if an employer can support its 
obligations to the Fund after a significant covenant change (see 2. above). 

The Administering Authority will consult with the employer prior to undertaking a review 
of their contributions including setting out the reason for triggering the review. 

For the avoidance of doubt, any review of contributions may result in no change and a 
continuation of contributions as per the latest actuarial valuation assessment. In the 
normal course of events, a rate review would not be undertaken close to the next 
actuarial valuation date unless in exceptional circumstances. For example:

• A contribution review due to a change in membership profile would not be 
undertaken in the [6] months leading up to the next actuarial valuation date.

• However, where there has been a material change in covenant, a review will 
be considered on a case by case basis which will determine if it should take 
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place and when any contribution change would be implemented. This will 
take into account the proximity of the actuarial valuation and the 
implementation of the contributions from that valuation.

SITUATIONS WHERE CONTRIBUTIONS MAY BE REVIEWED
Contributions may be reviewed if the Administering Authority becomes aware of any of 
the following scenarios. Employers will be notified if this is the case. 

Consideration will also be given to the impact that any employer changes may have on 
the other employers and on the Fund as a whole, when deciding whether to proceed 
with a contribution review. 

1) Significant changes in the employer’s liabilities
This includes but is not limited to the following scenarios:

a) Significant changes to the employer’s membership which will have a material 
impact on their liabilities, such as:

i. Restructuring of an employer
ii. A significant outsourcing or transfer of staff to another employer (not 

necessarily within the Fund)
iii. A bulk transfer into or out of the employer 
iv. Other significant changes to the membership for example due to 

redundancies, significant salary awards, ill health retirements (for 
employers not included in the captive arrangement) or large number of 
withdrawals

b) Two or more employers merging including insourcing and transferring of services
c) The separation of an employer into two or more individual employers

In terms of assessing the triggers under a) above, the Administering Authority will 
only consider a review if the change in liabilities is expected to be more than [5%] of 
the total liabilities.  In some cases this may mean there is also a change in the 
covenant of the employer.

Any review of the rate will only take into account the impact of the change in 
liabilities (including any underfunding in relation to pension strain costs) both in 
terms of the Primary and Secondary rate of contributions.

2) Significant changes in the employer’s covenant
This includes but is not limited to the following scenarios:

a) Provision of, or removal of, or impairment of, security, bond, guarantee or some 
other form of indemnity by an employer against their obligations in the Fund. For 
the avoidance of doubt, this includes provision of security to any other pension 
arrangement which may impair the security provided to the Fund.

b) Material change in an employer’s immediate financial strength or longer-term 
financial outlook (evidence should be available to justify this) including where an 
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employer ceases to operate or becomes insolvent.
c) Where an employer exhibits behavior that suggests a change in their ability 

and/or willingness to pay contributions to the Fund.

In some instances, a change in the liabilities will also result in a change in an 
employer’s ability to meet this obligation.

Whilst in most cases the regular covenant updates requested by the Administering 
Authority will identify some of these changes, in some circumstances employers will be 
required to agree to notify the Administering Authority of any material changes.  Where 
this applies, employers will be notified separately and the Administering Authority will set 
out the requirements.

Additional information will be sought from the employer in order to determine whether a 
contribution review is necessary. This may include annual accounts, budgets, forecasts 
and any specific details of restructure plans. As part of this, the Administering Authority 
will take advice from the Fund Actuary, covenant, legal and any other specialist adviser.

In this instance, any review of the contribution rate would include consideration of the 
updated funding position (both on an ongoing and termination basis) and would usually 
allow for changes in asset values when considering if the employer can meet its 
obligations on both an ongoing and termination basis (if applicable). This could then lead 
to the following actions:

 The contributions changing or staying the same depending on the conclusion, 
and/or;

 Security to improve the covenant to the Fund, and/or; 
 If appropriate, a change in the investment strategy via the employer investment 

buckets. 

PROCESS AND POTENTIAL OUTCOMES OF A CONTRIBUTION 
REVIEW 

Where one of the listed events occurs, the Administering Authority will enter into 
discussion with the employer to clarify details of the event and any intent of the 
Administering Authority to review contributions. Ultimately, the decision to review 
contributions as a result of the above events rests with the Administering Authority after, 
if necessary, taking advice from their Actuary, legal or a covenant specialist advisors.  

This also applies where an employer notifies the Administering Authority of the event 
and requests a review of the contributions. The employer will be required to agree to 
meet any professional and administration costs associated with the review. The 
employer will be required to outline the rationale and case for the review through a 
suitable exchange of information prior to consideration by the Administering Authority.  

The Administering Authority will consider whether it is appropriate to use updated 
membership data within the review (e.g. where the change in data is expected to have a 
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material effect on the outcome) and whether any supporting information is required from 
the employer. 

As well as revisiting the employer’s contribution plan, as part of the review it is possible 
that other parts of the funding strategy will also be reviewed where the covenant of the 
employer has changed, for example the Fund will consider:

 Whether the employer’s investment strategy remains appropriate or whether they 
should move to an alternative strategy (e.g. the higher risk bucket, medium risk 
bucket, lower risk bucket or the termination strategy) in line with the Funding 
Strategy Statement.

 Whether the Primary contribution rate should be adjusted to allow for any profile 
change and/or investment strategy change

 Whether the secondary contributions should be adjusted including whether the 
length of the recovery period adopted at the previous valuation remains appropriate. 
The remaining recovery period from the valuation would be the maximum period 
adopted (except in exceptional and justifiable circumstances and at the sole 
discretion of the Administering Authority on the advice of the Actuary).

The review of contributions may take up to 3 months from the date of confirmation to the 
employer that the review is taking place, in order to collate the necessary data.  

Any change to an employer’s contributions will be implemented at a date agreed 
between the employer and the Fund. The Schedule to the Rates and Adjustment 
Certificate at the last valuation will be updated for any contribution changes.

Merseyside Pension Fund

January 2021
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: AUTHORISED SIGNATORIES

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

This report sets out proposed changes to authorised signatories at Merseyside Pension 
Fund (MPF) following a review of the current signatories against business needs and to 
update to reflect staff changes.

This report describes the different requirements for various institutions and functions, 
including the banks, custodian, and overseas pensions payment agent, as well as the 
granting of power of attorney where appropriate.

This report also forms a part of the Fund’s scheme of delegation and sets out the 
management and authorisation arrangements, for the avoidance of doubt by organisations 
undertaking due diligence on MPF as an investee company or as a financial services 
provider, or for purposes of overseas jurisdiction.

RECOMMENDATION/S
That Members approve the arrangements set out in section 3 of this report in relation to the 
internal control arrangements at Merseyside Pension Fund.

That Members approve the officers designated in section 3 of this report as authorised 
signatories for Merseyside Pensions Fund.

SUPPORTING INFORMATION

1.0 REASON/S FOR RECOMMENDATION

1.1 Following a review of the current authorised signatories against business needs and staff changes it 
is necessary to update the list of authorised signatories.

2.0 OTHER OPTIONS CONSIDERED
2.1 Not relevant for this report.
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3.0 BACKGROUND INFORMATION
3.1 The current approved signatories are:

Chief Executive Paul Satoor
Director of Resources Shaer Halewood
Head of Pensions Administration Yvonne M. Murphy
Senior Manager Operations & Information Governance Guy W. Hayton
Head of Finance & Risk Donna Smith
Employer Compliance & Membership Manager Susan J. Roberts

3.2 Following a review of the current authorised signatories, approval is requested for 
the following signatories:

Director of Resources Shaer Halewood
Head of Pensions Administration Yvonne M. Murphy
Senior Manager Operations & Information Governance Guy W. Hayton
Head of Finance & Risk Donna Smith
Employer Compliance & Membership Manager Susan J. Roberts
Employer Compliance & Membership Manager Bridget L. Pullen

3.3 These responsibilities will include powers to open, close and amend bank accounts; 
authorise instructions for payment of benefits and for investment transactions; sign 
manual cheques and countersign cheques over £10,000 in respect of accounts with 
the Fund’s bankers (Lloyds Banking Group), with the Global Custodian (Northern 
Trust), and with other financial institutions including those detailed in the Fund’s 
Treasury Management Strategy. The officers will also be authorised to sign 
investment documentation.

3.4 As officers leave employment of Wirral Council, they are removed from the signatory 
list and accounts are deleted from any electronic systems immediately.

3.5 For reasons of internal control, the following officers are empowered to authorise 
investment decisions and relevant investment documentation including confirming 
settlement arrangements, but without powers to authorise the transfer of monies 
through the electronic banking/Custodian system:

Director of Pensions Peter J. Wallach
Senior Portfolio Manager Adil Manzoor
Senior Investment Manager Allister Goulding
Senior Investment Manager Gregory Campbell

3.6 Other officers can make investment decisions up to their limits as specified in the 
Compliance Manual approved by Pensions Committee, 4 November 2019.

3.7 Authorisation of the monthly pension payroll is undertaken by approved authorised 
signatories based at MPF.
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3.8 For the avoidance of doubt, the Director for Resources can designate officers of 
MPF to exercise powers of attorney on behalf of MPF and Wirral Council. Any two of 
the following officers of MPF may exercise powers of attorney on behalf of MPF and 
Wirral Council:

Director of Pensions Peter J. Wallach
Senior Portfolio Manager Adil Manzoor
Head of Pensions Administration Yvonne M. Murphy
Head of Finance & Risk Donna Smith

4.0 FINANCIAL IMPLICATIONS
4.1 There are none arising directly from this report.

5.0 LEGAL IMPLICATIONS
5.1 There are none arising from this report.

6.0 RESOURCE IMPLICATIONS: STAFFING; ICT AND ASSETS
6.1 There are none arising directly from this report.

7.0 RELEVANT RISKS 
7.1 It is essential that the Fund maintains strong internal controls and that arrangements 

which designate those individuals who may authorise transactions are clearly 
documented. Without the appropriate number of authorising officers, there is a risk of 
delayed transactions and settlement of trades. This could manifest itself both as 
financial risk, as there could be a cost due to delayed transactions and settlements, 
and as a reputational risk to MPF in financial markets.

8.0 ENGAGEMENT/CONSULTATION 
8.1 There has been no consultation undertaken or proposed for this report. There are no 

implications for partner organisations arising from this report.

9.0 EQUALITY IMPLICATIONS
9.1 Has the potential impact of your proposal(s) been reviewed with regard to equality?

(b) No because there is no relevance to equality.

10.0 ENVIRONMENT AND CLIMATE IMPLICATIONS
10.1 There are no environmental or climate implications arising from this report.

REPORT AUTHOR: Donna Smith
Head of Finance & Risk
telephone (0151) 2421312
email donnasmith@wirral.gov.uk

APPENDICES
None

BACKGROUND PAPERS
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None

SUBJECT HISTORY (last 3 years)
Council Meeting Date
Pensions Committee July 2019

22 January 2018
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: TREASURY MANAGEMENT POLICY

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

The purpose of this report is to request that Members approve the treasury management 
policy statement and the treasury management practices for Merseyside Pension Fund 
(MPF) for the year 2021/22.

The main aims when managing liquid resources are the security of capital; the liquidity of 
investments; matching inflows from lending to predicted outflows; an optimal return on 
investments commensurate with proper levels of security and liquidity.

Effective management and the control of risk are prime objectives of the treasury 
management policy and practices.

MPF will comply with the twelve treasury management practices set out in the treasury 
management policy statement.

The policy statement is attached as Appendix 1 to this report.

RECOMMENDATION/S
That Members approve the treasury management policy statement and the treasury 
management practices for Merseyside Pension Fund for the financial year 2021/22.

SUPPORTING INFORMATION

1.0 REASON/S FOR RECOMMENDATION
1.1 The approval of the treasury management policy statement and the treasury 

management practices for Merseyside Pension Fund by Pensions Committee forms 
part of the governance arrangements of Merseyside Pension Fund.

2.0 OTHER OPTIONS CONSIDERED
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2.1 Not relevant for this report.

3.0 BACKGROUND INFORMATION
3.1 The Chartered Institute of Public Finance and Accountancy (CIPFA) Code of 

Practice for Treasury Management in Public Services requires Pensions Committee 
to receive an annual report on the strategy and plan to be pursued in the coming 
year. The plan and strategy were last approved by the Pensions Committee on 3 
February 2020.

3.2 The Fund will run minimal cash balances to pay pensions and meet other 
obligations.  The core position is 1% of Fund assets as agreed within the strategic 
asset allocation approved on 3 February 2020.

3.3 Internally managed investment cashflows will continue to be channelled through the 
Custodian, to maximise benefits and efficiencies agreed under the contract.

3.4 Counterparties are reviewed on a regular basis using a range of information sources, 
including credit rating agencies, internal research (both from the treasury team and 
internal investment managers), information from brokers, advice given by the 
treasury management consultants, information on Government support for banks 
and the credit ratings of that Government support. The Fund is in a position to use a 
wide range of research from its investment activities to support this and achieve the 
aim set on the CIPFA guidance to place a greater emphasis on acceptable credit 
quality rather than purely credit ratings for counterparts.

3.4 The Fund’s cash flows for dealings with members has moved negative with outflows 
to pensioners more than income from contributions and with the 2019 triennial 
valuation improved results, this has reduced contribution income further. The impact 
of COVID on the Fund’s cashflows has been and will continue to be closely 
monitored throughout 2021/22.  In an environment where a significant proportion of 
investment income is directly reinvested, the levels of liquid resources held need to 
be adequate and needs effective management with daily cashflows and regular 
reporting being essential.

3.5 The Fund always ensures it has adequate cash resources to meet its commitments, 
the Fund has significant assets that can be realised within 7 days, further mitigating 
the liquidity risk.

3.6 The UK Bank Rate remains at 0.10% and it is expected to remain at this level 
throughout 2021/22, although further cuts to zero or even negative cannot be ruled 
out. Short-term money market rates and bank deposit rates are likely to remain at 
low levels for an extended period which will have an impact on investment income.

4.0 FINANCIAL IMPLICATIONS
4.1 There are none arising directly from this report.

5.0 LEGAL IMPLICATIONS
5.1 There are no implications arising directly from this report.

6.0 RESOURCE IMPLICATIONS: STAFFING; ICT AND ASSETS
6.1 There are none arising directly from this report.
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7.0 RELEVANT RISKS 
7.1 The treasury management policy statement is concerned mainly with the mitigation 

of risks.

8.0 ENGAGEMENT/CONSULTATION 

8.1 There has been no consultation undertaken or proposed for this report. There are no 
implications for partner organisations arising from this report.

9.0 EQUALITY IMPLICATIONS
9.1 Has the potential impact of your proposal(s) been reviewed with regard to equality?

(b) No because there is no relevance to equality.

10.0 ENVIRONMENT AND CLIMATE IMPLICATIONS
10.1 There are no environmental or climate implications arising from this report.

REPORT AUTHOR: Donna Smith
Head of Finance & Risk
telephone (0151) 2421312
email donnasmith@wirral.gov.uk

APPENDICES
The Treasury Management Policy Statement 2021/22 is attached as appendix 1 to this 
report

BACKGROUND PAPERS
CIPFA Treasury Management Code of Practice and Guidance Notes.

SUBJECT HISTORY (last 3 years)
Council Meeting Date
Pensions Committee 3 February 2020

16 July 2019
21 January 2019
16 July 2018
22 January 2018
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Appendix 1 

MERSEYSIDE PENSION FUND
TREASURY MANAGEMENT POLICY STATEMENT

1 INTRODUCTION

1.1 Merseyside Pension Fund adopts the key principles of ‘CIPFA’s Treasury 
Management in the Public Services: Code of Practice’ (the Code), as described in 
Section 4 of that Code. 

1.2 Accordingly, the Fund will create and maintain, as the cornerstones for effective 
treasury management: 

• This treasury management policy statement stating the policies, objectives and 
approach to risk management of its treasury management activities

• Suitable treasury management practices (TMPs), setting out the manner in which 
this organisation will seek to achieve these policies and objectives, and prescribing 
how it will manage and control these activities.

2 DELEGATION

2.1 Pensions Committee will receive reports on its treasury management policies, 
practices and activities including an annual strategy and plan in advance of each 
financial year and an annual report after its close. The Investment Monitoring 
Working Party (IMWP) will receive interim reports on treasury management 
performance as required.

2.2 Pensions Committee is responsible for the implementation and regular monitoring of 
its treasury management policies and practices and will delegate execution and 
administration of treasury management decisions to the Director of Pensions who 
will act in accordance with this policy statement, TMPs and CIPFA’s Standard of 
Professional Practice on Treasury Management.

2.3 The IMWP is responsible for ensuring effective scrutiny of the treasury management 
strategy, policies and performance.

3 DEFINITION

3.1 Treasury management activities are defined as: the management of the Fund’s cash 
flows, its banking, money market transactions; the effective control of the risks 
associated with those activities; and the pursuit of optimum performance consistent 
with those risks.

3.2 The Fund regards the successful identification, monitoring and control of risk to be 
the prime criteria by which the effectiveness of its treasury management activities will 
be measured. Accordingly, the analysis and reporting of treasury management 
activities will focus on the risk implications for the Fund.
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3.3 The Fund acknowledges that effective treasury management will provide support 
towards the achievement of its business and service objectives. It is therefore 
committed to the principles of achieving best value in treasury management and to 
employing suitable performance measurement techniques within the context of 
effective risk management.

TREASURY MANAGEMENT PRACTICES (TMPs)

4 TMP 1 RISK MANAGEMENT

4.1 The Fund regards a key objective of its treasury management activities to be the 
security of the principals sums it invests.  Accordingly, it will ensure that robust due 
diligence procedures cover all external investments.

4.2 The Director of Pensions will design, implement and monitor all arrangements for the 
identification, management and control of treasury management risk and will report 
annually on the adequacy/suitability thereof, and will report, as a matter of urgency, 
the circumstances of any actual or likely difficulty in achieving the Fund’s objectives.

4.3 The Fund will ensure that its counterparty lists and limits reflect a prudent attitude 
towards organisations with whom funds may be deposited, and will limit its 
investment activities to the instruments, methods and techniques referred to in TMP 
4 and listed in the schedule (4.1, 4.2) to this document. It also recognises the need 
to have, and will therefore maintain, a formal counterparty policy in respect of those 
organisations with whom it may enter into financing arrangements.

4.4 The Fund will ensure that it has adequate though not excessive cash resources to 
enable it at all times to have the level of funds available to it, which are necessary for 
the achievement of its business objectives.

4.5 The Fund will manage its exposure to interest rates with a view to securing its 
interest revenue as far as is possible within cash flow constraints and by the prudent 
use of permissible instruments.

4.6 The Fund will achieve these objectives by the prudent use of its approved 
investment instruments, methods and techniques, primarily to create stability and 
certainty of costs and revenues, but at the same time retaining a sufficient degree of 
flexibility to take advantage of unexpected, potentially advantageous changes in the 
level and structure of interest rates. The above are subject at all times to the 
consideration and, if required, approval of any policy or budgetary implications.

4.7 It will manage its exposure to fluctuations in exchange rates so as to minimise any 
detrimental impact.

4.8 The Fund will keep under review the sensitivity of its treasury activities to inflation 
and will seek to manage the risk accordingly in the context of the whole Fund’s 
inflation exposures.

4.9 The Fund will ensure that all of its treasury management activities comply with its 
statutory powers and regulatory requirements. It will demonstrate such compliance, if 
required to do so, to all parties with whom it deals in such activities. In framing its 
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counterparty list, it will ensure that there is evidence of counterparties’ powers, 
authority and compliance in respect of the transactions they may effect with the 
organisation, particularly with regard to duty of care and fees charged.

4.10 The Fund recognises that future legislative or regulatory changes may impact on its 
treasury management activities and so far as it is reasonably able to do so will seek 
to minimise the risk of these impacting adversely on the organisation.

4.11 The Fund will ensure that it has identified the circumstances, which may expose it to 
the risk of loss through fraud, error, corruption or other eventualities in its treasury 
management dealings. Accordingly, it will employ suitable systems and procedures, 
and will maintain effective contingency management arrangements, to these ends.

4.12 The Fund will seek to ensure that its stated treasury management policies and 
objectives will not be compromised by adverse market fluctuations in the value of the 
principal sums it invests and will accordingly seek to protect itself from the effects of 
such fluctuations.

5 TMP 2 Performance Measurement

5.1 The Fund is committed to the pursuit of value for money in its treasury management 
activities. Accordingly, the treasury management will be the subject of ongoing 
analysis of the value it adds. It will be the subject of regular examinations of 
alternative methods of service delivery and the scope for other potential 
improvements. The performance of the treasury management function will be 
measured using the criteria set out in the schedule (2.1) to this document.

6 TMP 3 Decision Making and analysis

6.1 The Fund will maintain full records of its treasury management decisions, and of the 
processes and practices applied in reaching these decisions, both for the purposes 
of learning from the past, and for demonstrating that reasonable steps were taken to 
ensure that issues relevant to those decisions were taken into account at the time. 
The issues to be addressed and processes and practices to be pursued in reaching 
decisions are detailed in the schedule (3.1, 3.2, 3.3, 3.4) to this document.

7 TMP 4 Approved Instruments, methods and techniques

7.1 The Fund will undertake its treasury management activities by employing only those 
instruments, methods and techniques detailed in the schedule (4.1, 4.2) to this 
document.

8 TMP 5 Organisation, clarity and segregation of responsibilities, and dealing 
arrangements

8.1 The Fund considers it essential for the purposes of effective control and monitoring 
of its treasury management activities, for the reduction of the risk of fraud or error, 
and for the pursuit of optimum performance, that these activities are structured and 
managed in a fully integrated manner and that there is at all times clarity of treasury 
management responsibilities. 
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8.2 The principle on which this will be based is a clear distinction between those charged 
with setting treasury management policies and those charged with implementing and 
controlling these policies, particularly with regard to the execution and transmission 
of funds, the recording and administering of treasury management decisions, and the 
audit and review of the treasury management function.

8.3 If and when the Fund intends, as a result of a lack of resources or other 
circumstances to depart from these principles, the “responsible officer” will ensure 
that the reasons are properly reported, and the implications properly considered and 
evaluated.

8.4 The Director of Pensions is the responsible officer. The responsible officer shall 
ensure that there are clear written statements of the responsibilities for each post 
engaged in treasury management and the arrangements for absence cover. The 
responsible officer will also ensure that at all times those engaged in treasury 
management will follow the policies and procedures set out. The present 
arrangements are detailed in the schedule 5 to this document.

8.5 The responsible officer will ensure there is proper documentation for all deals and 
transactions, and that procedures exist for the effective transmission of funds.

8.6 The delegations to the responsible officer in respect of treasury management are set 
out in the schedule (5) to this document. The responsible officer will fulfil all such 
responsibilities in accordance with this policy statement and TMPs and the CIPFA 
Standard of Professional Practice on Treasury Management.

9 TMP 6 Reporting Requirements and Management Information Requirements

9.1 The Fund will ensure that regular reports are prepared and considered on the 
implementation of its treasury management policies; on the effects of decisions 
taken and transactions executed in pursuit of these policies; on the implications of 
changes, particularly budgetary, resulting from regulatory, economic, market or other 
factors affecting its treasury management activities; and on the performance of the 
treasury management function.

9.2 Pensions Committee will receive an annual report on the strategy and plan to be 
pursued in the coming year.

9.3 An annual report on the performance of the treasury management function, on the 
effects of the decisions taken and the transactions executed in the past year, and on 
any circumstances of non-compliance with the Fund’s treasury management policy 
statement and TMPs, will be received by the Pensions Committee.

9.4 The Fund Operating Group (FOG) will receive interim reports on treasury 
management, with significant issues reported to IMWP.

10 TMP 7 Budgeting, accounting and audit arrangements

10.1 The budget for the treasury management function will be included as part of the 
budget for the Fund which is submitted to Pensions Committee on an annual basis.
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10.2 The Fund will account for its treasury management activities, for decisions made and 
transactions executed, in accordance with appropriate accounting practices and 
standards, and with statutory and regulatory requirements in force for the time being.

11 TMP 8 Cash and cash flow management

11.1 All monies in the hands of the Fund will be under the control of the Director of 
Pensions and will be aggregated for cash flow and investment purposes. Cash flow 
projections will be prepared on a regular and timely basis, and the responsible officer 
will ensure that these are adequate for the purposes of monitoring compliance with 
liquidity risk management. The present arrangements for preparing cash flow 
projections are set out in the schedule (8.1, 8.2) to this document.

12 TMP 9 Money Laundering

12.1 The Fund is alert to the possibility that it may become subject of an attempt to 
involve it in a transaction involving the laundering of money. Accordingly, it will 
maintain procedures for verifying and recording the identity of Counterparties and 
reporting suspicions and will ensure that staff involved in this are properly trained.

13 TMP 10 Training and Qualifications

13.1 The Fund recognises the importance of ensuring that all staff involved in the treasury 
management function are fully equipped to undertake the duties and responsibilities 
allocated to them. It will therefore seek to appoint individuals who are both capable 
and experienced and will provide training for staff to enable them to acquire and 
maintain an appropriate level of expertise, knowledge and skills. The responsible 
officer shall recommend and implement the necessary arrangements.  The present 
arrangements are set out in the schedule (5.6) to this document.

13.2 The responsible officer shall ensure that Pension Committee Members tasked with 
Pension Fund responsibilities, including those responsible for scrutiny, have access 
to training relevant to their needs and responsibilities.

14 TMP 11 Use of external service providers

14.1 The Fund recognises that responsibility for treasury management decisions remains 
with the Fund at all times. The Fund recognises there may be potential value of 
employing external providers of treasury management services, in order to acquire 
access to specialist skills and resources. When it employs such service providers, it 
will ensure it does so for reasons, which will have been subjected to a full evaluation 
of the costs and benefits. It will also ensure that the terms of their appointment and 
the methods by which their value will be assessed are properly agreed and 
documented and subjected to regular review.

14.2 The Fund will ensure, where feasible and necessary that a spread of service 
providers is used, to avoid over reliance on one or a small number of companies. 
Where services are subject to formal tender or re-tender arrangements, legislative 
requirements will always be observed. The monitoring of such arrangement’s rests 
with the Director of Pensions. Details of the current arrangements are set out in the 
schedule (9.1, 9.2) to this document.
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15 TMP 12 Corporate Governance

15.1 The Fund is committed to the pursuit of proper corporate governance throughout its 
businesses and services, and to establishing the principles and practices by which 
this can be achieved. Accordingly, the treasury management function and its 
activities will be undertaken with openness and transparency, honesty, integrity and 
accountability.

15.2 The Fund has adopted and has implemented the key principles of the Code. This, 
together with the other arrangements detailed in the schedule to this document, are 
considered vital to the achievement of proper corporate governance in treasury 
management and the responsible officer shall monitor and, if and when necessary, 
report upon the effectiveness of these arrangements.
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MERSEYSIDE PENSION FUND:

SCHEDULE TO TREASURY MANAGEMENT POLICY

SCHEDULE 1:
RISK MANAGEMENT

1.1 The Fund has the following range of approved maximum limits for counterparties 
subject to meeting the high credit criteria determined by the Fund

CATEGORY LIMIT
Per Institution/Group

Fund’s Bank £50m
Approved Bank £20m
Approved Building Societies £15m
All Local Authorities £20m
Money Market Funds £30m

Fund’s Custodian (Money Market Fund) £100m*
(Internal and External Managers guideline) 

*All funds deposited with the Custodian do not form part of the Treasury Management 
team’s decision-making, some funds represent cash with fund managers awaiting 
investment or cash collateral. Cash left by internal and external managers is subject to their 
market calls. Subject to the restrictions within their individual Investment Management 
Agreements, the aggregate of their deposits could potentially exceed the £100m guideline 
in certain situations. The cash with the custodian is held within a money market fund and 
the risk of default is diversified across a wide number of names.

At the time of placing a deposit, a maximum country limit of 10% of the cash portfolio in any 
single jurisdiction outside the UK will be maintained. 

1.2 Under exceptional circumstances e.g. transitional arrangements on appointment of 
new Investment Managers, these limits may be exceeded for a limited period with 
the prior written approval of the Director of Pensions and Fund Operating Group 
(FOG). Such instances will be reported to Pensions Committee as part of the 
Treasury Management Annual Report.

1.3 The Fund and the administering Authority (Wirral Council) and its advisors, 
Arlingclose Ltd, select financial institutions after analysis and ongoing monitoring of:

 Published credit ratings for financial institutions (minimum long term rating of A- 
or equivalent for counterparties; AA+ or equivalent for non-UK sovereigns

 Credit Default Swaps (where quoted)

 Economic fundamentals (for example Net Debt as a percentage of GDP)
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 Sovereign support mechanisms

 Share Prices

 Corporate developments, news, articles, markets sentiment and momentum

 Subjective overlay – or, put more simply, common sense.

 Any institution can be suspended or removed should any of the factors identified 
above give rise to concern.

1.4 It remains the Fund’s policy to make exceptions to counterparty policy established 
around credit ratings, but this is conditional and directional. What this means is that 
an institution that meets criteria may be suspended, but institutions not meeting 
criteria will not be added.

1.5 The Fund is in a position to use a wide range of research from its investment 
activities to support this and achieve the aim set on the CIPFA guidance to place a 
greater emphasis on acceptable credit quality rather than purely credit ratings for 
counterparts.

1.6 The Fund requires liquid resources to meet pension payments, investment 
commitments and administrative expenses. The cash flows from realisation and 
purchase of investments can be large and concentrated and the Fund needs to 
maintain facilities and resources to meet these. On days when there is a significant 
transition of assets between asset managers, appropriate arrangements are made 
with the Fund’s bankers regarding the timings of the receipt and payments of cash 
flows (day light exposure).

1.7 The Fund’s cash flows for dealing with members is negative with outflows to 
pensioners more than income from contributions. In an environment where a 
significant proportion of investment income is directly re-invested, the levels of liquid 
resources held need to be adequate and daily cashflows and regular reporting is 
essential.

1.8 It will manage its exposure to fluctuations in exchange rates. In general, the Fund will 
only hold foreign currencies to fund pending investment transactions thus limiting the 
exposure of treasury management activities to fluctuations in exchange rates so as 
to minimise any detrimental impact.

SCHEDULE 2:
PERFORMANCE MEASUREMENT

2.1 The performance of the Fund’s investments is independently measured by Northern 
Trust. The performance of cash is included as part of this process and is 
benchmarked against an appropriate inter-bank rate. This performance 
measurement is subject to scrutiny by Pensions Committee and IMWP. 

2.2 The costs of investment management generally including treasury management 
expenses are separately accounted for in the Annual Statement of Accounts. 
Comparisons are made between internal and external fund management costs.
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SCHEDULE 3:
DECISION MAKING AND ANALYSIS

3.1 Decision-making is delegated as indicated in the management arrangements set out 
in schedule 5. Day to day decisions are constrained by the risk controls set out in the 
other schedules such as approved instruments and counterparties etc.

3.2 Tactical decision making by officers will seek to use information from brokers to meet 
cash flows whilst gaining maximum return within risk constraints. Officers will have 
access to up to date market information.

3.3 Strategic decision making by officers and members will seek to set in place a plan 
that meets the needs of the Pension Fund in relation to its overall investment plan. 
The external advisers to the Fund (actuary and independent advisers) will help to 
ensure that decisions are well informed. 

3.4 A risk assessment form will be completed for each treasury management transaction 
(excluding cash at bank), detailing the circumstances at the time the decision is 
made and providing evidence of the issues considered. 

SCHEDULE 4:
APPROVED INSTRUMENTS, METHODS AND TECHNIQUES

4.1 The Fund will use the following instruments for its internally managed treasury 
management activities. The Fund does not use derivatives for risk control associated 
with the treasury management function but may hold derivatives for risk control 
within the overall portfolio and as investments (these may be held by internal and 
external managers)

• AAA rated money market funds
• Call funds (instant access deposits)
• Fixed term deposits with counterparties
• Forward Fixed term deposits with counterparties
• Structured Fixed term deposits with counterparties (See Note 1)
• Cash at bank (Lloyds and Northern Trust)

Note 1: these are effectively deposits which give MPF or deposit taker the option to cancel 
agreement or renegotiate duration/interest rate of the deposit at fixed periods agreed at 
commencement of the deposit. These products allow the internal team the opportunity to 
gain additional yield if their view on interest rates is correct, as the counterparty will have a 
contrarian view on either the direction or speed of interest rate changes.

4.2 The Fund will permit external fund managers to use all instruments permitted under 
the Investment Manager Agreement.

SCHEDULE 5:
ORGANISATION, CLARITY AND SEGREGATION OF RESPONSIBILITIES, AND 
DEALING ARRANGEMENTS

5.1 The structure for the treasury management functions is as follows:
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Pensions Committee
Oversees all aspects of Merseyside Pension Fund on behalf of Wirral Council and 
the other admitted bodies. Reviews investment strategy and overall administration of 
the Fund.

Investment Monitoring Working Party (IMWP)
Makes recommendations to Pensions Committee following consultation with in-
house managers and external advisers.

Director of Pensions
Responsibilities as set out in twelve Treasury Management Practices.

Fund Operating Group (FOG)
Includes reviewing the day to day operation of the investments and accountancy 
function.

Head of Finance & Risk
Responsible for team that undertakes treasury management activities.

5.2 The day to day transactions for treasury management are executed by the treasury 
management team overseen by the Fund Accountant(s).

5.3 The transmission of funds is carried out by the settlements team through electronic 
banking system and the recording of transactions is monitored by the Senior Fund 
Accountant ensuring an adequate separation of duties in the system.

5.4 The physical authorisation of the release of payments from the bank account is 
made by the Fund’s authorised signatories as approved by Pensions Committee.

5.5 There are sufficient staff employed in the process to cover absences and maintain a 
separation of duties; the duties of staff are outlined in their job descriptions.

5.6 Staff currently involved in the system have an adequate level of relevant 
qualifications. Further training, as required, is made available as part of ongoing staff 
development:

Director of Pensions FCSI, ACIB
Head of Finance & Risk CPFA
Senior Fund Accountant CIMA
Fund Accountant (Compliance) AAT
Settlements Officer AAT
Valuations Officer AAT
Investment Officer (this post is currently vacant)

5.7 Dealing arrangements will be detailed within application forms (where applicable) 
and approved by an authorised signatory.

5.8 The Fund’s policy is not to tape treasury management conversations, although faxed 
or emailed confirmation is required of the deal from the broker or directly from the 
counterparty (if non-standard) before the payment is released.
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5.9 Treasury management facilities are set up with the approval of at least one of the 
Fund’s authorised signatories.

5.10 Treasury management facilities provided on the internet will be agreed with the 
Director of Pensions and will be scrutinised by the Compliance Section to ensure all 
necessary controls are in place.

SCHEDULE 6:
REPORTING REQUIREMENTS AND MANAGEMENT INFORMATION ARRANGEMENTS

6.1 The Fund will ensure that regular reports are prepared and considered on the 
implementation of its treasury management policies; on the effects of decisions 
taken and transactions executed in pursuit of these policies; on the implications of 
changes, including budgetary, resulting from regulatory, economic, market or other 
factors affecting its treasury management activities; and on the performance of the 
treasury management function.

6.2 Pensions Committee will receive an annual report on the strategy and plan to be 
pursued in the coming year.

6.3 An annual report on the performance of the treasury management function, on the 
effects of the decisions taken and the transactions executed in the past year, and on 
any circumstances of non-compliance with the Fund’s treasury management policy 
statement and TMPs, will be received by the Pensions Committee.

6.4 The Fund Operating Group will receive interim reports on treasury management, with 
significant issues reported to IMWP.

SCHEDULE 7:
BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS

7.1 The Fund will ensure that its auditors and those charged with regulatory review have 
access to all information and papers supporting the activities of the treasury 
management function as are necessary for the proper fulfillment of their roles, and 
that such information and papers demonstrate compliance with external and internal 
policies and approved practices. The information made available under present 
arrangements is detailed in the schedule (10.1) to this document.

SCHEDULE 8:
CASH FLOW

8.1 Given the unpredictable nature of cash flows in investment management and in the 
payment of lump sum benefits, the Fund is not able to forecast cash flows precisely. 
The Fund has designed its cash portfolio to meet the principal material predictable 
cash flows i.e. pension pay days and retains a sufficient level of liquidity to cover 
other calls on cash.

8.2 The investments office maintains cash flow statements on a monthly basis updated 
daily for predictable cash flows and uses this as a tool to assist the treasury 
management function.
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SCHEDULE 9:
USE OF EXTERNAL PROVIDERS

9.1 The main providers of services to the Fund are money market brokers. As the Fund 
does not borrow funds it does not pay commission to the brokers. The performance 
of brokers is under regular review by staff.

9.2 The Fund’s main clearing bank contract is the subject of regular tendering exercises.

9.3 The Fund’s Custodian contract is subject of regular tendering exercises.

SCHEDULE 10:
CORPORATE GOVERNANCE AUDIT AND COMPLIANCE

10.1 The Fund is administered by Wirral Council and is subject to its corporate 
governance arrangements including regular internal audit and annual external audit. 
The treasury management function is examined by both of these audits regularly as 
a high priority area. Officers shall ensure that all documentation listed below is made 
available to auditors:

• Internal policies
• Internal records of deals
• Counterparty confirmations
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: MEMBERS’ LEARNING & DEVELOPMENT 2021

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

The purpose of this report is to provide Members with an outline of the potential 
opportunities for learning & development in 2021.

RECOMMENDATION/S
That Members note and approve the proposed learning and development plan for 2021.

SUPPORTING INFORMATION

1.0 REASON/S FOR RECOMMENDATION

The requirement for good governance in the LGPS to be underpinned by informed 
decision-making, combined with the increasing complexity of financial markets and 
investment strategies, makes ongoing learning and development an essential 
element of Members’ responsibilities.

2.0 OTHER OPTIONS CONSIDERED

2.1 Based on an ongoing assessment of training needs, there may be the option of 
reverting to bespoke, stand-alone training and development events.

3.0 BACKGROUND INFORMATION
3.1 In recent years there has been a marked increase in the scrutiny of public service 

pension schemes, including the 100 regional funds that make up the LGPS across 
the UK. The Public Service Pensions Act 2013 introduced new governance 
legislation, including the requirement for Local Pension Boards to be set up and 
extended the remit of the Pensions Regulator to public service schemes as set out in 
its Code of Practice 14. Additionally, the Ministry of Housing, Communities and Local 
Government (“MHCLG”) in England & Wales and the Scheme Advisory Board have 
emphasised the need for the highest standards of governance in the LGPS. This 
includes ensuring that all involved in the governance of public sector funds can 
evidence they have the knowledge, skills and commitment to carry out their role 
effectively.  The requirement for strong governance has led to vigorous scrutiny by 
The Pension Regulator and the current SAB review of governance. 
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3.2 The introduction of Markets In Financial Instruments Directive II (MIFID II) in January 
2018 required Committee members to evidence their knowledge in order to be 
treated as professional investors. Also, in late 2019 the Scheme Advisory Board for 
England and Wales began a review of governance arrangements for LGPS funds. 
This project – termed ‘Good Governance’ – addressed stakeholder knowledge and 
skills. A clear recommendation of the Good Governance project is that the 
knowledge levels already statutorily required of Board members should also be 
required of Committee members. These recent events have reaffirmed that LGPS 
funds should evidence the training provided and current knowledge and 
understanding levels retained within their Committee and Board.

3.3 While fund officers may deal with the day-to-day running of the funds, members of 
the Committee play a vital role in the scheme, and to exercise their roles effectively 
must be able to address all relevant topics including investment matters, issues 
concerning funding, pension administration and governance.

3.4 The CIPFA Pensions Panel has developed a technical knowledge and skills 
framework for the Local Government Pension Scheme. The framework was adopted 
by Pensions Committee in 2010 as demonstrating best practice and enables the 
Fund to determine that it has the appropriate mix of knowledge and skills necessary 
to discharge its governance requirements. It also assists Members in planning their 
training and development needs. 

3.5 It is a statutory requirement that the Fund’s annual report includes detailed 
information on training events offered and attended by elected members.  A register 
of Members’ attendance at training and development events is kept and reviewed 
annually by the Governance & Risk Working Party.

3.6 An outline training programme is attached as an appendix to this report.  In light of 
the restrictions arising from Covid, it is anticipated that most, if not all, of the events 
will be virtual. As and when in person events recommence or officers become aware 
of other appropriate events, Committee members will be advised.

3.7 On occasion, formal training sessions are included in Investment Monitoring Working 
Parties. However, presentations by external professional organisations and the 
deliberative nature of all the working parties mean that attendance is regarded as an 
important element of Member development. 

3.8 The Local Government Pensions Committee-organised ‘Fundamentals’ course is 
considered essential for all members to complete. It provides a comprehensive 
overview of the LGPS and the ‘trustee’ role carried out by those serving on a pension 
committee/panel. The course takes place over three days (during October – 
December), on multiple dates and in multiple ‘virtual’ locations.  While considered 
essential for new members, longer serving members of Pensions Committee may 
also wish to avail themselves of the course.

3.0 FINANCIAL IMPLICATIONS

3.1 Provision for Member learning and development is included in the Fund’s annual 
operating budget.
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4.0 FINANCIAL IMPLICATIONS
4.1 There are none arising directly from this report.

5.0 LEGAL IMPLICATIONS
5.1 There are none arising from this report.

6.0 RESOURCE IMPLICATIONS: STAFFING; ICT AND ASSETS
6.1 There are none arising directly from this report.

7.0 RELEVANT RISKS 
7.1 Failure to maintain an appropriate level of knowledge and skills, commensurate with 

that thought appropriate for those acting in a trustee-like role in the LGPS, may 
impair effective decision-making. Suitable and effective training and development 
activity should assist in mitigating this risk.

8.0 ENGAGEMENT/CONSULTATION 
8.1 There has been no consultation undertaken or proposed for this report. There are no 

implications for partner organisations arising from this report. 

9.0 EQUALITY IMPLICATIONS
9.1 Has the potential impact of your proposal(s) been reviewed with regard to equality? 

(b) No because there is no relevance to equality.

10.0 ENVIRONMENT AND CLIMATE IMPLICATIONS
10.1 There are none arising from this report.

REPORT AUTHOR: Peter Wallach
Director of Pensions 

telephone (0151) 242 1309
email peterwallach@wirral.gov.uk

APPENDICES
Appendix 1- Learning & Development Programme

BACKGROUND PAPERS
None.

SUBJECT HISTORY (last 3 years)

Council Meeting Date
Pensions Committee
Pensions Committee
Pensions Committee

February 2020
January 2019
January 2018
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APPENDIX 1

MONTH (2021) EVENT

26 January LGA - LGPS Update event Online

18 - 19 March LGC Investment Seminar, Online

 23 February Investment Monitoring Working Party Online

9 - 11 March PLSA Investment Conference, Online

18 - 19 May PLSA Local Authority Conference, Online

29 June Investment Monitoring Working Party Online

30 June – 1 July PLSA ESG Conference, Online

(NEW)

9 - 10 September LGC Investment & Pensions Summit, Leeds

15 September Investment Monitoring Working Party Online

12-14 October PLSA Annual Conference, Online

16 November Investment Monitoring Working Party Online

November Annual Employers Conference, tbc

October – 

December

LGA - Fundamentals training days; multiple dates 

& locations tbc

December LAPFF Annual Conference, Bournemouth (tbc)
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: LOCAL PENSION BOARD MINUTES

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

This report provides members with the minutes of the previous meeting of the Local 
Pension Board.

RECOMMENDATION/S

That members note the minutes of the Local Pension Board.

SUPPORTING INFORMATION

1.0 REASON/S FOR RECOMMENDATION/S

1.1 The Local Pension Board provides reports to the Administering Authority on its 
activities and, as a part of that reporting, it is best practice that its minutes are shared 
with Pensions Committee on a regular basis.

2.0 OTHER OPTIONS CONSIDERED

2.1 No other options have been considered.

3.0 BACKGROUND INFORMATION

3.1 The Local Pension Board was established in 2015 in accordance with section 5 of 
the Public Service Pensions Act 2013 to assist the Administering Authority in its role 
as a scheme manager of the Scheme.

3.2` The Local Pension Board provides reports to the Administering Authority on its 
activities and, as a part of that reporting, the minutes of its meetings are shared with 
Pensions Committee.
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4.0 FINANCIAL IMPLICATIONS

4.1 There are no implications arising directly from this report. 

5.0 LEGAL IMPLICATIONS 

5.1 There are none arising from this report.

6.0 RESOURCE IMPLICATIONS: STAFFING, ICT AND ASSETS

6.1 There are no implications arising directly from this report. 

7.0 RELEVANT RISKS 

7.1 There are none arising from this report.

8.0 ENGAGEMENT/CONSULTATION 

8.1 There has been no consultation undertaken or proposed for this report.  There are 
no implications for partner organisations arising from this report.

9.0 EQUALITY IMPLICATIONS

9.1 Wirral Council has a legal requirement to make sure its policies, and the way it 
carries out its work, do not discriminate against anyone. An Equality Impact 
Assessment is a tool to help council services identify steps they can take to ensure 
equality for anyone who might be affected by a particular policy, decision or activity.

(b) No because there is no relevance to equality.

10.0 ENVIRONMENT AND CLIMATE IMPLICATIONS

10.1 There are no carbon usage implications, nor any other relevant environmental issues 
arising from this report.

REPORT AUTHOR: Peter Wallach
(Peter Wallach, Director of Merseyside Pension Fund)
telephone:  
email:  peterwallach@wirral.gov.uk

APPENDICES

Appendix 1 Pension Board minutes

BACKGROUND PAPERS

None

Page 60



SUBJECT HISTORY (last 3 years)

Council Meeting Date

Minutes of Local Pension Board meetings are brought to 
the subsequent Pensions Committee meeting.
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LOCAL PENSIONS BOARD
Tuesday, 10 November 2020

Present: J Raisin (Chair)

G Broadhead
P Fieldsend
D Ridland
R Irvine

P Maloney
L Robinson
S Van Arendsen

21 WELCOME AND APOLOGIES 

The Chair welcomed Members of the Local Pensions Board and Officers to 
the online, virtual meeting.

No apologies had been received.

22 MEMBERS' CODE OF CONDUCT - DECLARATIONS OF INTEREST 

Members were asked to declare any disclosable pecuniary and non-pecuniary 
interests in connection with any item(s) on the agenda and state the nature of 
the interest.

No such declarations were made.

23 MINUTES 

Resolved – That, with the addition of Mr P Fieldsend to the attendance 
list, the accuracy of the minutes of the Local Pension Board held on 14 
September 2020 be approved as a correct record.

24 AUDIT FINDINGS REPORT 

Members gave consideration to the Audit Findings Report for the year ending 
31 March 2020 prepared by Grant Thornton UK LLP.  The report had been 
presented to Pensions Committee on 2 November 2020.  Stuart Basnett, 
Audit Manager, Grant Thornton attended the meeting and reported upon the 
key issues contained in the report.

It was reported that the audit was substantially complete and subject to 
outstanding queries being resolved, it was anticipated the audit report opinion 
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would be unqualified, but the report proposed the inclusion of an Emphasis of 
Matter paragraph highlighting asset valuation material uncertainties. The 
report confirmed this does not affect the External Auditor’s opinion that the 
financial statements give a true and fair view of the Fund’s financial position 
and its income and expenditure for the year. Stuart Basnett explained that 
such a paragraph is added to indicate a matter which is disclosed 
appropriately in the Fund’s financial statements, but which is considered 
fundamental to a reader’s understanding of the financial statements.

On behalf of the Local Pensions Board the Independent Chair thanked Stuart 
Basnett for the report and verbal update and it was;

Resolved – That the Audit Findings Report be noted.

25 MERSEYSIDE PENSION FUND STATEMENT OF ACCOUNTS, LETTER OF 
REPRESENTATION & REPORT & ACCOUNTS 

Donna Smith, Head of Finance & Risk introduced a report that presented 
Board Members with copies of the Fund’s Statement of Accounts, Letter of 
Representation and Annual Reports & Accounts for 2019/20. The report had 
been presented to Pensions Committee on 2 November 2020 and the 
Statement of Accounts and Letter of Representation would be presented for 
final approval to Wirral Council’s Audit & Risk Management Committee on 23 
November 2020.

It was reported that due to COVID-19, the Fund’s Statement of Accounts for 
2019/20 included an additional level of uncertainty. The global pandemic had 
impacted upon financial markets and there was a further risk of uncertainty for 
the valuations of unquoted investments where there was a degree of 
estimation involved in the valuations.

Subject to outstanding work, Grant Thornton had indicated there will be an 
unqualified opinion, with the inclusion of an Emphasis of Matter paragraph 
highlighting asset valuation material uncertainties. This did not affect their 
opinion that the statements presented fairly the financial position of 
Merseyside Pension Fund as at 31 March 2020 at £8.6bn.  At the time of 
writing the report, the Fund had agreed to all material adjustments and a 
verbal update was provided to Members.

Donna Smith reported that the annual report, including the financial 
statements, would be published on 1 December in accordance with the 
regulations and it was expected that the outstanding matters for the 
completion of the Pension Fund audit would be completed.  The External 
Audit opinion for the Fund, could only be issued on the completion of both the 
Pension Fund and Wirral Council audit.  If the audit opinion is delayed, the 
Fund would publish the Annual Report without the audit opinion, including an 
explanation for its omission.
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On behalf of the Local Pensions Board the Chair thanked Donna Smith and 
her team for their hard work and it was;

 Resolved – That the report be noted.

26 LGPS UPDATE 

Yvonne Murphy, Head of Pension Administration, introduced a report that 
provided the Board with an update on the position with Treasury’s (HMT) 
reform to limit exit payments to a maximum of £95k for public sector 
employees and the publication of the ‘Restriction of Public Sector Exit 
Payments’ regulations with an effective date of 4 November 2020.

In addition, the report covered the related Ministry of Housing, Communities 
and Local Government (MHCLG) consultation – ‘Reforming Local 
Government Exit Pay’, that had been issued on 7 September 2020.  

The overall policy impact of the consultation closed on 9 November 2020, 
whilst the consultation on the draft ‘LGPS (Restriction of Exit Payments) 
(Early Termination of Employment) (Discretionary Compensation and Exit 
Payment) regulations’, is still open until 18 December due to late publication 
on 14 October.

The report also raised awareness of a further interim response on proposals 
set out in the consultation dated 8 May 2019, ‘Changes to Local Valuation 
Cycle and The Management of Employer Risk’ and the issue of the LGPS 
(Amendment) (No.2) Regs 2020.

The Head of Pension Administration raised awareness that SAB (LGPS 
Scheme Advisory Board) had sought legal advice  in relation to the conflicting 
regulatory position governing the payment of  pension benefits on redundancy 
grounds and officers had considered the  legal commentary  along with SAB’s 
opinion when determining the  course of action  which would present the least 
financial risk to the administering authority. It was noted that the Fund was in 
an invidious position as all available payment options may be subject to 
challenge by either the member or the Government. The draft response to the 
consultation had been shared with the Independent Chair of the Local 
Pension Board and the Chair of the Pensions Committee for comment and 
approval prior to submission to MHCLG. The Head of Pensions Administration 
responded to questions from Members and set out the implications for 
pensions administration.

On behalf of the Local Pensions Board the Independent Chair thanked the 
Head of Pension Administration and it was;
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Resolved - That the report and the resource implications in 
administering imminent changes to the regulations be noted.

27 MCCLOUD REMEDY CONSULTATION 

Yvonne Murphy, Head of Pension Administration, introduced a report that 
provided a further update on the position of the McCloud consultation 
previously covered at the Pension Board on 14 September 2020.

It was reported that the Fund response had been shared with the Chairs of 
Pension Committee and the Local Pension Board, for comment and approval 
prior to submission on 8 October and the Head of Pension Administration 
thanked them for their response. 

The submitted response was attached as Appendix A to the report and 
focused on the operational aspects and communicative challenges in 
implementing the proposed remedy.  The report had been agreed at the 
Pensions Committee held on 2 November 2020.

Resolved – That the report be noted.

28 NORTHERN LGPS UPDATE 

The Director of Pensions introduced a report that provided Members with an 
update on pooling arrangements in respect of MPF and the Northern LGPS.  
Minutes of the previous two Joint Committee meetings were attached as 
exempt appendices to the report.  Appendix 1 & 2 to the report contained 
exempt information. This was by virtue of paragraph(s) 3 of Part 1 of 
Schedule 12A of Local Government Act 1972 i.e. information relating to the 
financial or business affairs of any particular person (including the authority 
holding that information).

Resolved – That the report be noted.

29 INVESTMENT STRATEGY REVIEW 

The Director of Pensions introduced a report that had been considered by the 
Pensions Committee on 2 November 2020.  The report had provided 
Members with outline proposals for changes to MPF’s investment strategy 
and the Pensions Committee had agreed the proposal for officers to work with 
the Fund’s independent advisors to develop and implement the proposals 
outlined. 

A letter received from Medact Liverpool and a response from the Chair 
pertinent to the strategy proposals were attached at appendix 1 to the report.  
Appendix 2 to the report contained exempt information. This was by virtue of 
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paragraph(s) 3 of Part 1 of Schedule 12A of Local Government Act 1972 i.e. 
information relating to the financial or business affairs of any particular person 
(including the authority holding that information).

The Chair commented that the report was extremely well written report and 
thanked the Director of Pensions. 

Resolved – That the report be noted.

30 RISK REGISTER 

The Director of Pensions introduced a report that provided Board members 
with a copy of the Fund’s Risk Register.

Appendix 1 to the report contained exempt information. This was by virtue of 
paragraph(s) 3 of Part 1 of Schedule 12A of Local Government Act 1972 i.e. 
information relating to the financial or business affairs of any particular person 
(including the authority holding that information).

Resolved – That the report be noted.

31 WORKING PARTY MINUTES 

Members gave consideration to a report of the Director of Pensions that 
provided Board members with copies of working party minutes since the 
previous Pension Board meeting.

The appendix to the report contains exempt information. This was by virtue of 
paragraph(s) 3 of Part 1 of Schedule 12A of Local Government Act 1972 i.e. 
information relating to the financial or business affairs of any particular person 
(including the authority holding that information).

Resolved – That the exempt minutes be noted.

32 EXEMPT INFORMATION - EXCLUSION OF MEMBERS OF THE PUBLIC 

Resolved – That in accordance with section 100 (A) of the Local 
Government Act 1972, the public be excluded from the meeting during 
consideration of the following items of business, on the grounds that it 
involved the likely disclosure of exempt information as defined by 
relevant paragraphs of Part 1 of Schedule 12A (as amended) to that Act. 
The public interest test had been applied and favoured exclusion.

33 NORTHERN LGPS UPDATE 

The appendix to the report contained exempt information by virtue of 
paragraph 3.
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34 INVESTMENT STRATEGY REVIEW 

The appendix to the report contained exempt information by virtue of 
paragraph 3.

35 ADMIN KPI REPORT 

Yvonne Murphy, Head of Pension Administration, introduced the exempt 
report that provided the Pension Board with monitoring information on the key 
performance indicators in respect of work undertaken by the administration 
team during the period 1 July 2020 to 30 September 2020.

This report contained exempt information. This was by virtue of paragraph(s) 
3 of Part 1 of Schedule 12A of the Local Government Act 1972, i.e. 
information relating to the financial or business affairs of any person, including 
the authority holding that information.

The report informed that MPF provided a pension administration service to its 
active, deferred and pensioner membership base in conjunction with its 
constituent employers. The Administration team comprised three distinct 
service areas namely Employer Compliance & Membership, Benefits & 
Payroll and Operations. The functions of each team were measured against 
performance standards documented within the Pension Administration 
Strategy. In line with TPR Code of Practice there was a requirement for the 
Pension Board to be supplied with a schedule of KPIs to monitor 
administration and internal control of the areas defined in the exempt report.

G Broadhead – Employer representative – noted the positive performance in 
a number of key areas  and thanked officers for the effective service delivery 
in a challenging environment .  

Resolved – That the report be noted.

36 RISK REGISTER 

The appendix to the report contained exempt information by virtue of 
paragraph 3.

37 WORKING PARTY MINUTES 

The appendix to the report contained exempt information by virtue of 
paragraph 3.
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: MINUTES OF WORKING PARTY MEETINGS

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

The purpose of this report is to provide Members with the minutes of meetings of Working 
Parties held since the last meeting. 

Appendix 1 to this report contains exempt information. This is by virtue of paragraph(s) 3 of 
Part 1 of Schedule 12A of Local Government Act 1972 i.e. information relating to the 
financial or business affairs of any particular person (including the authority holding that 
information). 

RECOMMENDATION/S
That Members approve the minutes attached as an appendix to this report.

SUPPORTING INFORMATION

1.0 REASON/S FOR RECOMMENDATION

The approval of working party minutes by Pensions Committee forms part of the governance 
arrangements of Merseyside Pension Fund. These arrangements were approved by Pensions 
Committee as part of the Fund’s Governance Statement at its meeting on 27th June 2011.

2.0 OTHER OPTIONS CONSIDERED

2.1 No other options have been considered.

3.0 BACKGROUND INFORMATION
The Investment Monitoring and Governance & Risk Working Parties enable 
Members and their advisors to consider pension matters relating to Merseyside 
Pension Fund in greater detail.  They are not decision-making bodies but minutes 
and action points arising are reported to Committee.

4.0 FINANCIAL IMPLICATIONS
4.1 There are none arising directly from this report.
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5.0 LEGAL IMPLICATIONS
5.1 There are none arising from this report.

6.0 RESOURCE IMPLICATIONS: STAFFING; ICT AND ASSETS
6.1 There are none arising directly from this report.

7.0 RELEVANT RISKS 
7.1 There are none arising from this report.

8.0 ENGAGEMENT/CONSULTATION 
8.1 There has been no consultation planned or undertaken for this report. There are no 

implications for partner organisations arising from this report.

9.0 EQUALITY IMPLICATIONS
9.1 Has the potential impact of your proposal(s) been reviewed with regard to equality?

(b)  no, because there is no relevance to equality.

10.0 ENVIRONMENT AND CLIMATE IMPLICATIONS
10.1 There are none arising from this report.

REPORT AUTHOR: Peter Wallach
DIRECTOR OF PENSION FUND
telephone (0151) 242 1309
email peterwallach@wirral.gov.uk

APPENDICES
Appendix 1 Working Party minutes

BACKGROUND PAPERS
None.

SUBJECT HISTORY (last 3 years)

Council Meeting Date
Minutes of all IMWP and GRWP meetings are 
brought to the subsequent Pensions Committee.
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IMWP 
17th November 2020
10.30am
MS Teams

Attendees
Name Initials Organisation
Councillor Pat Cleary (Chair) PC WBC

Roger Bannister RB UNISON

Councillor Paulette Lappin PL SBC

Councillor Brian Kenny BK WBC

Councillor George Davies GD WBC

Councillor Cherry Povall CP WBC

Councillor Chris Carubia CCar WBC

Linda Desforges LD MPF

Adil Manzoor AM MPF

Peter Wallach PW MPF

Rohan Worrall RW Independent Advisor

Paul Watson PWat Independent Advisor

Louis-Paul Hill LPH Aon Hewitt

Greg Campbell GC MPF

Allister Goulding AG MPF

Neil Gill NG MPF

Daniel Proudfoot DP MPF

Alan Robertson AR MPF

Elizabeth Barlow EB MPF

Owen Thorne OT MPF 
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Susannah Friar SF MPF

Councillor Les Rowlands LR WBC

Farbod Abarghouei Nejad FN MPF

Alex Abela-Stevenson AA MPF

Christopher Crawford CC MPF

Geoff Broadhead GB WBC Pension Board

Donna Ridland DR WBC Pension Board

Peter Fieldsend PF WBC Pension Board

Roger Irvine RI WBC Pension Board

Matthew Noonan MN MPF

Emma Jones EJ MPF

Apologies 

None noted.

Declarations of Interest
It has been agreed that Declarations of Interest are an annual declaration at the beginning 
of the Municipal year.
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PENSIONS COMMITTEE
Tuesday, 2 February 2021

REPORT TITLE: MINUTES OF WORKING PARTY MEETINGS

REPORT OF: DIRECTOR OF PENSIONS

REPORT SUMMARY

The purpose of this report is to provide Members with the minutes of meetings of Working 
Parties held since the last meeting. 

Appendix 1 to this report contains exempt information. This is by virtue of paragraph(s) 3 of 
Part 1 of Schedule 12A of Local Government Act 1972 i.e. information relating to the 
financial or business affairs of any particular person (including the authority holding that 
information). 

RECOMMENDATION/S
That Members approve the minutes attached as an appendix to this report.

SUPPORTING INFORMATION

1.0 REASON/S FOR RECOMMENDATION

The approval of working party minutes by Pensions Committee forms part of the governance 
arrangements of Merseyside Pension Fund. These arrangements were approved by Pensions 
Committee as part of the Fund’s Governance Statement at its meeting on 27th June 2011.

2.0 OTHER OPTIONS CONSIDERED

2.1 No other options have been considered.

3.0 BACKGROUND INFORMATION
The Investment Monitoring and Governance & Risk Working Parties enable 
Members and their advisors to consider pension matters relating to Merseyside 
Pension Fund in greater detail.  They are not decision-making bodies but minutes 
and action points arising are reported to Committee.

4.0 FINANCIAL IMPLICATIONS
4.1 There are none arising directly from this report.
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5.0 LEGAL IMPLICATIONS
5.1 There are none arising from this report.

6.0 RESOURCE IMPLICATIONS: STAFFING; ICT AND ASSETS
6.1 There are none arising directly from this report.

7.0 RELEVANT RISKS 
7.1 There are none arising from this report.

8.0 ENGAGEMENT/CONSULTATION 
8.1 There has been no consultation planned or undertaken for this report. There are no 

implications for partner organisations arising from this report.

9.0 EQUALITY IMPLICATIONS
9.1 Has the potential impact of your proposal(s) been reviewed with regard to equality?

(b)  no, because there is no relevance to equality.

10.0 ENVIRONMENT AND CLIMATE IMPLICATIONS
10.1 There are none arising from this report.

REPORT AUTHOR: Peter Wallach
DIRECTOR OF PENSION FUND
telephone (0151) 242 1309
email peterwallach@wirral.gov.uk

APPENDICES
Appendix 1 Working Party minutes

BACKGROUND PAPERS
None.

SUBJECT HISTORY (last 3 years)

Council Meeting Date
Minutes of all IMWP and GRWP meetings are 
brought to the subsequent Pensions Committee.
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IMWP 
17th November 2020
10.30am
MS Teams

Attendees
Name Initials Organisation
Councillor Pat Cleary (Chair) PC WBC

Roger Bannister RB UNISON

Councillor Paulette Lappin PL SBC

Councillor Brian Kenny BK WBC

Councillor George Davies GD WBC

Councillor Cherry Povall CP WBC

Councillor Chris Carubia CCar WBC

Linda Desforges LD MPF

Adil Manzoor AM MPF

Peter Wallach PW MPF

Rohan Worrall RW Independent Advisor

Paul Watson PWat Independent Advisor

Louis-Paul Hill LPH Aon Hewitt

Greg Campbell GC MPF

Allister Goulding AG MPF

Neil Gill NG MPF

Daniel Proudfoot DP MPF

Alan Robertson AR MPF

Elizabeth Barlow EB MPF

Owen Thorne OT MPF 
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Susannah Friar SF MPF

Councillor Les Rowlands LR WBC

Farbod Abarghouei Nejad FN MPF

Alex Abela-Stevenson AA MPF

Christopher Crawford CC MPF

Geoff Broadhead GB WBC Pension Board

Donna Ridland DR WBC Pension Board

Peter Fieldsend PF WBC Pension Board

Roger Irvine RI WBC Pension Board

Matthew Noonan MN MPF

Emma Jones EJ MPF

Apologies 

None noted.

Declarations of Interest
It has been agreed that Declarations of Interest are an annual declaration at the beginning 
of the Municipal year.
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