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AGENDA 
 

 
1. ELECT CHAIRMAN 

 
To elect a Chairman for 2014/15 
 
 

2. ELECT VICE – CHAIRMAN 

 

 
To elect a Vice-chairman for 2014/15 

 

3. WELCOME AND APOLOGIES 

 
To receive any apologies for absence 

 

4. DECLARATION OF PERSONAL INTEREST  

 
To receive any declaration of personal interest 

 

5. URGENT BUSINESS 

 
To note any items which are urgent business in the opinion of the Chairman so that 
they may be considered 

   

6. MINUTES 

 
The Chairman shall propose that the minutes of the meeting of this committee   held 
on 17 March 2014 be signed as a true record.  

 

          (copy herewith – white paper) 
 
 

7. WESTMINSTER GOVERNMENT (DCLG) CONSULTATION ON THE 

OPPORTUNITIES FOR COLLABORATION, COST SAVINGS AND EFFICIENCIES 

IN THE LGPS 

 
To submit a report by the Head of Finance 
 

(copy herewith – green paper) 
 
 

 

8. POLICY ON ABATEMENT OF PENSION BENEFIT 
 
To submit a report by the Head of Finance 

 

   (copy herewith – yellow paper) 
 
 
 



 
 

9.   EXCLUSION OF PRESS AND PUBLIC 

 
The Chairman shall propose that the press and public be excluded from the meeting 
during the discussion on the following item due to the likely disclosure of exempt 
information as defined in paragraph 14, Part 4, Schedule 12A of the Local 
Government Act 1972. The report relates to the financial matters of the Pension 
Fund and one of the companies in which it invests. Disclosing the information now 
could affect the company’s ability to compete and there is no public interest in 
disclosing which outweighs the company’s right to keep its financial matters 
confidential. 

 
 

10. PROPERTY INVESTMENT 
 
  
 To submit a report by the Investment Manager 
 
 

(separate copy for committee members only) 
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PENSIONS COMMITTEE, 17.03.14 

 

 

Present: Councillor Peter Read (Chairman) 

    
Councillors Trevor Edwards, Hywel E Jones (representative of the Isle of Anglesey 
County Council), Margaret Lyon (representative of Conwy County Borough Council), 
Dafydd Meurig and Peredur Jenkins. 
 

Officers:- Dilwyn Williams (Corporate Director), Dafydd Edwards (Head of Finance 
Department), Caroline Roberts (Investment Manager) and Lowri Haf Evans (Member 
Support and Scrutiny Officer). 
 

Apologies: Councillors Stephen Churchman, W Tudor Owen, John P Roberts.  
 

1. WELCOME AND APOLOGIES 

 
Everyone was welcomed to the meeting by the Chairman, Councillor Peter Read.  
The above-mentioned apologies were noted.   

 

2. DECLARATION OF PERSONAL INTEREST 

 
 No declarations of personal interest were received from any members present. 
 

3. URGENT ITEMS 

 
 None to note. 
 

4. MINUTES 
 
 The Chairman signed the minutes of the previous meeting of this committee, held 

on 20 January 2014, as a true record. 
 

5. EMPLOYERS’ RESPONSE TO THE CONSULTATION ON THE FUNDING 

STRATEGY STATEMENT 
 
 On 20 January 2014, a report had been given to the committee noting that there 

was a statutory requirement to review and publish a Funding Strategy Statement by 
31.3.2014. As part of the review, the administering authority was required to consult 
with all scheme employers, the fund actuary and advisers and any other persons 
they considered appropriate. 

 
 On 24 January 2014, a consultative letter had been sent to all scheme employers, 

the fund actuary and advisers and Unison, TGWU and the GMB, consulting on the 
policies agreed upon. The consultation period ended on 28.2.2014. 

  
 It was reported that no response had been received. It was explained that, although 

disappointing, it was not surprising as the majority of the Funding Strategy 
Statement had been unchanged since the previous version and those elements 
which had changed, such as the actuary presumptions, had been explained to and 
discussed by employers at the Fund Valuation meeting on 07.11.2013. 
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RESOLVED 

To adopt the proposed Funding Strategy Statement (FSS). 

 
 

6. TREASURY MANAGEMENT STRATEGY STATEMENT AND ANNUAL 

INVESTMENT STRATEGY FOR 2014/15   
 
Submitted – the report of the Head of Finance Department recommending that the 
Pensions Committee should make a request to the Council to allow the Pension 
Fund’s surplus cash balances to continue to be pooled with the Council’s general 
cash flow from 1 April 2014 onwards and approve the Treasury Management 
Strategy Statement and the Annual Investment Strategy. 
 
In accordance with the Welsh Assembly Government’s statutory guidance on Local 
Government Investments, the Council was required, as part of its function in 
treasury management, to prepare an Annual Investment Strategy. As good practice, 
it was considered that the Gwynedd Pension Fund should adopt the Gwynedd 
Council Treasury Management Strategy Statement for 2014/15, as amended for the 
purpose of the Pension Fund. 
 
In the context of investing money, it was outlined that the main advantages of 
combining the cash flow arrangements of the pension fund and the Council was to 
attract higher interest, minimise bank costs and avoid duplicating work. 
 
In response to a question, it was confirmed that Arlingclose had been the Council’s 
independent advisers since 2009. It was noted that the Finance Department was 
very happy with the quality of service and that the advisers communicated in a clear 
and coherent manner. It was further noted that the Council’s contract with the 
advisers had been renewed after a period of three years in 2012, and it would be 
reviewed again in a year’s time. 

  

RESOLVED: 

a) To approve the Treasury Management Strategy Statement and the Annual 

Investment Strategy. 

b) To make a request to the Council to allow the Pension Fund’s surplus 

cash balances to continue to be pooled with the Council’s general cash 

flow from 1 April 2014 onwards. 

 

7. LGPS GOVERNANCE STRUCTURES – PUBLIC SERVICE PENSIONS BILL 

 
The Investment Manager reported on the significant changes to the Local 
Government Pension Scheme which would come into force on 1 April 2014. These 
changes would be enacted by the Public Service Pensions Bill and were the result 
of the review of the LGPS carried out by Lord Hutton and the recommendations in 
his report. 
 
As a result of these amendments, changes would appear in the governance 
requirements, role and structure of the Local Pension Boards specifically. The 
current situation in Gwynedd was that Gwynedd Council acted as ‘Scheme 
Manager’ and the Pensions Committee was responsible for assisting the Council to 
ensure compliance. It appeared that the review would recommend a Pension Board, 
with a specific duty of scrutinising the work of the Scheme Manager rather than 
operational support. 
 
It was reported that the final details of the review had not been released but that the 
Committee was required to consider how these arrangements should be 
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implemented in practice in Gwynedd in order to respond to the consultation. The 
final structure would be statutory and Gwynedd must therefore find a way of 
responding to the change. 
 
Possible options: 
 
i) Creating a Pension Board to scrutinise and hold an additional Panel to 
manage administration and investments. Fund members and unions would 
need to be invited to nominate members for the Board as the membership 
needed to be equal. 

ii) Continuing with the existing system and amend the constitution in order to 
allow staff representatives to be members of the Pensions Committee. 

 

RESOLVED 

a) To await the final details of the review and make a decision on what will 

be required. 

b) To delegate the right to officers to respond to the consultation, seeking 

to influence  

i) the minimisation of the possible changes to the existing 

system 

ii) the continuation of the existing, effective system that 

Gwynedd has. 

 

***************** 

 

 
In response to a question regarding press coverage of a possible slump in the stock 
market, it was proposed that the Member’s concerns would be highlighted in a letter 
to Hymans (independent investment advisers). 

 
The meeting commenced at 2:00pm and concluded at 3:00pm 



MEETING  

 
PENSIONS COMMITTEE  

DATE  

 
17 JUNE 2014  

TITLE  WESTMINSTER GOVERNMENT (DCLG) CONSULTATION ON 

THE OPPORTUNITIES FOR COLLABORATION, COST 

SAVINGS AND EFFICIENCIES IN THE LGPS  

AUTHOR  

 
CAROLINE ROBERTS, INVESTMENT MANAGER 

 

  

1. INTRODUCTION 

 

1.1 Members of the Committee will be aware that the eight LGPS funds in Wales 

have been investigating options for savings and efficiencies. The results of project 

indicated that collaboration was the way forward and the intention was to produce 

a business case for this option. This was put on hold when it became clear that the 

Government would be producing a consultation document. 

 

1.2 In May 2014 the Department for Communities and Local Government issued a 

consultation document on opportunities, cost savings and efficiencies for the 

LGPS in England and Wales. The Government believes that there is scope for 

significant savings, of £660 million per annum, to be achieved through reform of 

the LGPS. 

 

1.4 The consultation is aimed at all parties with an interest in the LGPS and the 

closing date for responses is 11 July 2014. The responses will be analysed and a 

Government response published. Should any legislative changes be needed, a 

further consultation will follow. 

 

 

2. SUMMARY OF THE PROPOSALS 

 

2.1 The consultation paper sets out a package of proposals including:  

• Establishing common investment vehicles to provide funds with a 
mechanism to access economies of scale, helping them to invest more 

efficiently in listed and alternative assets and to reduce investment costs. 

• Significantly reducing investment fees and other costs of investment by 

using passive management for listed assets, since the aggregate fund 

performance has been shown to replicate the market. 

• Keeping asset allocation with the local fund authorities, and making 

available more transparent and comparable data to identify the true cost of 

investment and drive further efficiencies in the Scheme. 

• A proposal not to pursue fund mergers at this time. 

  



2.2 In addition to reducing fund costs the consultation paper requests respondents to 

consider fund deficits and how funding levels could be improved.  

  

 

3. PROPOSAL 1: COMMON INVESTMENT VEHICLES 

 

3.1 The Government believes that there are clear advantages to funds in pooling their 

assets in common investment vehicles for all asset classes, but that all asset 

allocation decisions should remain with the fund authorities.  

 

3.2 Evidence supplied by Hymans Robertson in their study for the Government shows 

that there were slightly higher returns over ten years if the funds were organized 

through one common investment vehicle for listed assets and a second for 

alternatives, rather than a greater number. This suggests that savings will be 

maximized by the creation of two vehicles: a single common investment vehicle 

for listed assets organized by asset class (e.g. UK equity, European equity, UK 

bonds and so on) and a second vehicle for alternative assets. 

  

3.3 Concentrating the Scheme into two common investment vehicles may increase its 

exposure to risk. Capacity constraints may begin to apply if a fund became too 

large. However, the Government believes that the exposure to risk should be 

mitigated if the asset allocation remains as diversified as at present. The Hymans 

Robertson report noted that the capacity constraint would not apply to the 

common investment vehicle for listed assets if it were invested in passive funds. 

 

Q1. Do you agree that common investment vehicles would allow funds to 

achieve economies of scale and deliver savings for listed and alternative 

investments? Please explain and evidence your view. 

 

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

with the local fund authorities? 

 

Q3. How many common investment vehicles should be established and which 

asset classes do you think should be separately represented in each of the 

listed asset and alternative common investment vehicles? 

 

3.4 The term collective or common investment vehicle can be used very broadly and 

take different forms. The Government is seeking views on the specific type of 

common investment vehicles to be used. Careful consideration of the governance 

arrangements for any common investment vehicle would be needed before any 

more detailed proposals are developed. 

 

Q4. What type of common investment vehicle do you believe would offer the 

most beneficial structure? What governance arrangements should be 

established? 



 4 PROPOSAL 2: PASSIVE FUND MANAGEMENT OF LISTED ASSETS 
 

4.1 LGPS funds use both passive and active equity managers with active management 

used more extensively than passive with the aim of achieving returns in excess of 

the market. The report produced for the Government by Hymans Robertson 

showed that there was no clear evidence that the Scheme as a whole had 

outperformed the market in the long term. They concluded that listed assets such 

as bonds and equities could have been managed passively without affecting the 

Scheme’s overall performance.  

 

4.2 Hymans Robertson reported that fees savings achievable from moving to passive 

management of listed assets would be £230 million per annum and that the one-

off cost of transition from active to passive could be around £215 million which is 

similar to the savings achieved in one year. 

 

4.3 The Hymans Robertson report concluded that if the Scheme acts collectively  and 

moves all listed assets into passive management, investment fees and turnover 

costs could be reduced by up to £420 million per annum. This would represent a 

significant saving for the funds, employers and local taxpayers. 

 

4.4 Having considered this analysis the Government believes that funds should make 

greater use of the passive management for all listed assets such as bonds and 

equities. Alternative assets such as property, infrastructure or private equity would 

continue to be managed actively through a separate common investment vehicle. 

 

4.5 The Government wishes to explore how to secure value for money through use of 

passive management while not adversely affecting investment returns. There is a 

number of options to achieve this: 

 

• Requirement to move all listed assets into passive management 

• Requirement to invest a specified percentage of their listed assets 

• Requirement to manage listed assets passively on a “comply or explain” 

basis 

• Expectation to consider the benefits of passively managed listed assets 

 

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

passive management including Hymans Robertson’s evidence on aggregate 

performance, which of the options set out above offers the best value for 

taxpayers, Scheme members and employers? 

 

 

5. RESPONSE TO CONSULTATION 

 

5.1 Following up on the work between the eight pension funds in Wales a joint 

response from the eight funds has been proposed based on the results of the 

collaboration project. In addition, Gwynedd Council, as administering authority, 

will also respond.  



The Committee is asked to consider any views or issues that they wish to include 

in the response from Gwynedd Council. 
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MEETING Pensions Committee 

 

DATE 17 June 2014 

 

TITLE  Policy on Abatement of Pension Benefit 

 

PURPOSE FOR THE 

REPORT 

To amend the Fund’s Abatement Policy in the 

context of revised Government Policy and 

Regulations 

 

AUTHOR Dafydd L. Edwards – Head of Finance 

 

RECOMMENDATION 

 

Change Policy to allow re-employed members to 

receive full pension benefits  

 

 
1.    Background 

 
1.1 Members may be aware that the Administrating Authority has the discretionary power 

to “abate” members’ pensions, should they become re-employed within Local 
Government. 

 
1.2 The Fund’s current abatement policy has been in place since 1998.  It states pension 

benefits will be reduced or suspended where the member is re-employed, and where 
the new salary plus pension exceeds the salary when they ceased the original 
employment.  The intention is to ensure that they are no better off from receiving their 
pension and the new salary compared with the salary they were receiving when they 
initially retired  

 
1.3 Changes in tax legislation from the 6

th
 April 2006, allowed the introduction of “flexible 

retirement”, giving employers discretion to pay pensions to employees who reduce 
their hours or grade after age 55, so that they receive their pension early as well as 
earning salary from reduced hours or pay. This became a provision of the Local 
Government Pension Scheme in April 2008.  

 
1.4 There are eight pensions currently “abated” in the Gwynedd Fund, three of which 

relate to one person.  The approximate annual value of abatement as of 2013/14 was 
£18,000.   

 
1.5 Some cases have come to light a number of years after re-employment has 

commenced, where the re-employed member has failed to notify the Pensions Unit at 
the time.  Such cases tend to cause emotive arguments and time consuming 
correspondence in agreeing measures to recover overpayments.          

 
2   Change of Policy  
 
2.1 Following the changes in April 2006, members who have retired under the “flexible 

retirement” rule (see 1.3), can now receive their benefits unaffected by abatement, 
whilst others who leave employment and subsequently return cannot. 

 
2.2 The only exception is for members who were awarded additional years because they 

retired on redundancy or efficiency grounds, and, as such, this part of their pension 
would still have to be adjusted under the old abatement policy. There is no discretion 
available to remove the reduction or suspension rules in respect of compensatory 
added years. 



 
2.3 The Fund’s policy of reducing or suspending pensions during re-employment needs 

to be reviewed to be consistent with provisions for “flexible retirement” as outlined in 
1.3, and especially now that the LGPS 2014 doesn’t allow abatement of pension 
accruing after 31 March 2014. 

 
2.4 Discussions with other local government funds (Flintshire, Cardiff, Powys, Torfaen, 

RCT, Shropshire, Merseyside, Cheshire, Staffordshire, Warwickshire and 
Worcestershire) have revealed that they have already amended their policies where 
re-employed members can now receive their benefits unabated.  An exception to the 
above in Wales is Dyfed Pension Fund, who continues to abate tiers one and two ill 
health cases that are re-employed. 

 
 
3.   Recommendation  
  
3.1 The Pensions Committee is asked to approve the policy change, where re-employed 

members can generally receive their pension unaffected by abatement. In the case of 
the eight pensions referred to in 1.4 this could require the re-instatement of reduced 
or suspended pensions from 1 July 2014. 

 
3.2 The Pensions Committee is asked to consider excepting tiers one and two ill health 

retirees, and pre 2008 ill health retires  i.e. such pensions that would be allowable 
(pre 2014 accrual only) would be abated on re-employment if the new salary plus 
pension exceeds the salary prior to their ill health retirement.   
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