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Agenda

• Welcome 11.00am -11.05am                                                                             

Councillor Malcolm Pate, Chair of the Pensions Committee 

• Pooling/Investments

Justin Bridges, Head of Treasury and Pensions 11.05am -11.25am

• Aberdeen Asset Management 11.25am -12.10pm

Tom Richardson, Aberdeen Asset Management

• Actuarial Valuation 12.10pm -12.30pm 

James Walton, Head of Finance, Governance and Assurance

• LGPS Administration update 12.30am -12.45pm

Rebecca Purfit, Communications and Governance Officer

• Close/questions 12.45am -13.00pm



Investment Pooling and 
Investment Performance 

02.12.2016

Justin Bridges 

Head of Treasury and Pensions



Story so far

May 2013
Speech by Brandon Lewis (Local 
Government Minister) opened 

up the prospect of LGPS 
fund mergers

June 2013
‘Call for Evidence’ 
consultation into 

future structure of LGPS

May 2014
Government’s response 

“No mergers” 
Launch ‘Opportunities for 

collaboration, cost savings and 
efficiencies’ consultation

1

July 2015
Summer Budget

‘pool investments to significantly reduce costs, 
while maintaining overall investment 

performance’ 
‘sufficiently ambitious proposals’

2 3 4 5

Nov 2015
Investment Reform Criteria and 

Guidance issued. ‘Backstop’ 
Investment Regulation 

consultation

6 7

Feb 2016
LGPS Funds’ initial 

response to consultation

July 2016
LGPS Funds’ detailed 
response to Criteria

8

April 2018
Start to transition 

assets



Government Criteria

Benefits of 
scale (at least 
£25bn in 
assets)

Strong 
governance 
and decision 
making

Reduced 
costs and 
excellent 
value for 
money

An improved 
capacity and 
capability to 
invest in 
infrastructure

1 2 3 4



Cheshire
Nottinghamshire

Leicestershire

Shropshire

Staffordshire

Worcestershire

Derbyshire

West Midlands

LGPS Central



Pool £bn Key

Access 33.1

Borders to Coast 35.0

London 25.0

LGPS Central 33.7

Northern Pool 33.1

Brunel 22.5

Wales 13.2

Local Pensions Partnership 10.4

Total 206.2



Summary Progress to Date

CHAIRS AND VICE-CHAIRS AWAY DAY  5

Stage Timescale Stage description Complete

Preliminary November 15 –
19 February 16

Submission of initial proposals

Phase 1 19 February 16 
–
15 July 16

Submission of business case

Phase 2 1 June 16 –
1 April 18

Implementation

Go live 1 April 18



Implementation Workstreams

Communications

C Pratt (Lead),
C Mann

Fund 
Governance

C Mann 
(Lead),

M Forrester,
R Howe

Pool 
Governance

J Bridges 
(Lead),

M Forrester,
R Howe

Target 
Operating 

Model 

E Bland (Lead), 
D Kane,

D Kinley,
C Pratt,

J Fletcher

Asset 
Servicer & 

Wider 
Procurement

D Kane 
(Lead),

J Bridges,
M Forrester,

J Fletcher

IT 

J Davies (Lead),       
D Evans, 

S Cunnington, 
N Jones,
M Davies

Programme Manager 
(E Bland/D Kane)

CIV Vehicles

M Stokes 
(Lead),

S Cunnington, 
D Kinley, 
N Smith

HR & 
Transformation

C Pratt (Lead),
C Mann,

HR Partners

Programme Board 
(S151s)

Programme Director 
(Geik Drever)

Programme Support 
(J Sotello-Gonzalez)



Pensions 
committees

Shareholders 
(Company matters)

Operator 
Company

Investment 
management 

company/Operator

Administering 
Authorities

Proposed Governance Structure

Local 
Pension 
Boards 

Joint Committee 
(Investor Matters)

Collective 
Investment 

Vehicle

Practitioners 
Advisory Forum



• Highlight reports
• Meetings
• Conference calls
• Joint meetings of 

Chairs, Vice-Chairs 
and S151 Officers

Pool 
officers

Individual 
pensions 

committees

S151 
officers

Chairs and 
Vice-Chairs

Workstream
leads

Programme
director

• Briefing notes
• Joint meetings of 

Chairs, Vice-Chairs 
and S151 Officers

Reports Collaboration

DCLG/HMT/FCA/LGA/
cross pool meetings

• Consultation responses
• Meetings
• Joint meetings of 

Chairs, Vice-Chairs 
and S151 Officers

Workstream
reports

COMMUNICATION



April 2017
Appoint Senior 

Officers/Board Members

April 2018
Begin transitioning 
some investments 

into the pool

November 2016
Workshop on legal documents 
(e.g. Shareholders’ Agreement, 

Inter Authority Agreement & 
Articles of Association), 

January 2017
Stakeholders’ Away Day

Project Plan – Key Dates Post-September 2016 

NEXT STEPS

01
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January 2017
Agree final draft of legal 

documents  before Council 
Approval

01

April 2018
Go Live

September 
2016
Incorporate
company

July 2017
Submit application
for FCA registration  

of Operator and Pool

03 0330 31Mid 28

March 2017
Full Council sign-off of 
governance structure, 
including agreements

(as appropriate)

31

November/
December 2016

Pensions Committees’ sign-
off of governance structure, 

including agreements



Fund Overview

• Value just below £1.5 billion as at 31 March 
2016

• Value of the Fund as at Dec 2016 1.7 billion

• Membership – over 42,000

• 152 Employers 



Asset Allocation 31st March 2016



How have our managers performed in 

2015/16?



What has been the impact on the

Fund?

Fund Value has decreased by £19 million

Value of investments decreased by 0.6%

Fund underperformed its benchmark        
by 1.2%



Long Term Fund Performance



Issues to be addressed in next 12 

months?

• Approve Governance Structure for LGPS Central

• Complete FCA Application process

• Appoint key individuals to company

• Carry out Investment Strategy Review following 
Actuarial Valuation 



To Sum Up

Investment pooling to be implemented by April 
2018 

The fund value decreased by £19 million 

& underperformed its benchmark by 1.2% but has 
bounced back strongly

3 & 5 year performance positive



Shropshire County Pension Fund Annual Meeting 2016
Property Multi-Manager Portfolio Review

Tom Richardson, Investment Manager
Aberdeen Asset Management

02 December 2016
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1. An introduction to Aberdeen Asset Management

2. Why invest in Property (and what is it!)

3. Property market update

4. How do we work for Shropshire County Pension Fund

Agenda
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An introduction to

Aberdeen Asset 
Management
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• Asset management is our primary business – sole focus on our clients' portfolios and their 

interests

• We favour teams not star fund managers

• Global reach and a local understanding 

• Transparent investment processes:

– Fundamental investors

– We don’t chase market fads

– Investment decisions are only based on doing our own research ourselves

• Collegiate, entrepreneurial, open

The hallmarks of Aberdeen

A single focus: all we 

do is manage our 

clients’ assets
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Aberdeen Asset Management

• Founded in 1983 with acquisition of GBP50 million 

investment trust in Aberdeen

• 1991: First listed on London Stock Exchange

Today:

• Truly global asset management company

• AuM of £301.4bn and market capitalisation of £4.3bn

• Geographically diverse – 38 offices  across the world

• Over 2,800 staff including over 700 investment 

professionals worldwide

• Investment expertise drawn from equities, fixed income, 

property, alternatives, quantitative and multi-asset, as 

well as tailored investment solutions spanning multiple 

asset classes and strategies

• Property Multi-Manager is part of Alternatives and 

manages GBP1.8 billion of AuM

* Fully diluted

Source: Aberdeen Asset Management, 30 Jun 16 A diversified and global business
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Our investment approach

Property Multi-Manager

We start at 
the bottom 
(and the top).

Style
Focus on themes

Thematic approach targeting 

income as the driver of returns

Presence
First-hand

Local presence in all the 

main time zones/markets

Process
Diligence and freedom

Advanced top-down research guiding 

locally derived investment identification

Focus
Long-term results

Aims for superior risk-adjusted returns, 

by focusing on quality and not general 

market exposure

Organisation
Team structure

Local investment teams working

to shared risk parameters
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Why invest in 
Property?
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Why does Shropshire invest in property?

• Relatively high and durable income return

• Some potential for capital return

• Diversification against the risk of other asset classes

• Some inflation hedging characteristics
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What type of properties do we have exposure to?

Includes a wide range of asset types

• Retail – high street, supermarkets and out of town

• Offices – in town and business parks

• Industrial and distribution

• ‘Other’ – everything that doesn’t fall into the main 

sectors including student halls, hotels and other 

leisure uses

• Residential – increasing focus by investors

Let to commercial tenants

• Single tenant

• ‘Multi-let’ – let to a number of tenants

• Leases of typically 5 to 20 years depending on 

property type

• Generally open market rent reviews every 5 years

• RPI/CPI based increases becoming more prevalent 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.regus.co.uk/locations/office-space/maidenhead-town-centre&ei=6XKSVYaJHInbU7Tng_AJ&bvm=bv.96783405,d.d24&psig=AFQjCNGLzdDmvPAosKZlB-mvTM_jVuoyyA&ust=1435747409411114
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.regus.co.uk/locations/office-space/maidenhead-town-centre&ei=6XKSVYaJHInbU7Tng_AJ&bvm=bv.96783405,d.d24&psig=AFQjCNGLzdDmvPAosKZlB-mvTM_jVuoyyA&ust=1435747409411114
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Entry points into property

A series of trade-offs that influence the investor’s experience

Source: Aberdeen Asset Management, Jan 14

Internal team

Unlisted 
private real 
estate funds

Listed real estate stocks (REITs)

Divisibility

Volatility

Tracking error

Liquidity

Leverage

Income return

Total return

Control

Number of properties

Taxation

Fees

Fund / manager of funds

Core

Opportunistic

Value added

Separate account(s)

Direct

Club 

Deals, 

Joint 

Ventures
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Key themes and trends in the 

current market

Property market 
update
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The UK Property Market – Brexit just a blip?
The office sectors hit most, sentiment remains more positive towards the industrial sector 

All Property capital and income growth (%), 

monthly 

Source: MSCI, Oct 16. Past performance is not a guide to future results

• 2015 was a positive year for property delivering 

capital growth regardless of sector allocation

• However, the pace of capital growth began to decline 

at the end of the year

• In 2016, the fear of Brexit has driven market 

sentiment

• However, these fears seem to have receded recently

• Income in the meantime has remained stable 

throughout the period
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Brexit: one of a number of political and economic risks
Our preference is to focus on structural themes rather the cyclicality of the market

Image sources:

Donald Trump https://www.flickr.com/photos/gageskidmore/8566717881A

Vladimir Putin https://upload.wikimedia.org/wikipedia/commons/8/86/Putin_with_flag_of_Russia.jpg

A. https://creativecommons.org/licenses/by-sa/2.0/
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Market theme: the changing role of retail property
‘Experience’/’destination’ retail and ‘convenience’  will still do well

Navigating 
cyclical and 
structural 

challenges

Online 
diverting retail sales

Supermarkets widening 
non-food offer and provide 
convenience, anchor district 
centres or retail parks, minimal 
vacancy, strong covenants

‘Destination’ 
prime locations 
offer experience / 
entertainment

Out-of-town
Dominant well-anchored 
retail parks: low rents, 
accessible and 
convenient

We avoid secondary high street 

locations and ‘overshadowed’ towns

Source: Aberdeen Asset Management, 2016
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Market theme: Ecommerce and the need for logistics/warehousing
More demand, more bespoke, limited development all driving rents higher

Regional 

Distribution

ConsumersRetail outlets

Local distribution & 

parcel services

Initial distribution
Returns
Re-distribution of stock

Suppliers

Collection 

points

Returns 

processing

Source: Aberdeen Asset Management, 2016
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How Aberdeen 
works for 
Shropshire 
County Pension 
Fund
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History of relationship

Key dates and events

First property investments 

made in Europe

April

2007

June

2007

July

2010

Sept

2013

July

2014

Oct

2007
Mar

2016

Dec

2015

July

2013

Portfolio strategy reviewed 

and decision taken to 

refocus on UK market 

adopting a low risk 

approach.

Additional GBP25 million 

allocation provided

Sept

2014

Aberdeen UK Property 

Fund of Funds liquidated, 

remainder of additional 

capital deployed

Portfolio reduced to 14 

holdings. GBP6 million 

allocation invested

Key goal set to rationalise 

portfolio.  Long-term target 

of reducing holdings from 

18 to 8-10

Aberdeen 

awarded mandate 

to invest into 

Continental 

Europe

Final 

investment in 

Europe made  

First investment 

made for new 

capital allocation

Shropshire 

maintains UK 

exposure through 

Aberdeen UK 

Fund of Funds

Dec

2014

Portfolio value of 

GBP79 million

14 holdings

82% focused on UK

Additional GBP6 

million allocated 

to mandate
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Periods to 31 March 2016 Net TR 3 mths % Net TR 12 mths % Net TR 3 yrs % pa

Shropshire County Pension Fund 2.0 14.3 9.0

IPD/INREV Composite index 1.3 9.2 9.6

Target return RPI +4%** 1.2 5.6 5.6

* Annualised since Apr 07

** This is an internal performance target which the Investment Manager aims to achieve as at the date of this document. This target is not based on past performance, may be subject to change and cannot be 

guaranteed. Investors should always refer to the investment objective and restrictions as stated in the latest offering documents.

Past performance is not a guide to future results

Market comparator is a weighted composite comprising 27.5% INREV VA Europe Index, vintage 2005 - 2008 and 72.5% IPD UK All Balanced Funds Index

Source: INREV, IPD, Northern Trust, Aberdeen Asset Management, 31 Mar 16

• Underperforming peer group and benchmark over longer time periods, but stronger 

performance recently

• Portfolio outperforming benchmark (RPI+4%) over 3 month, 12 month and 3 year measure 

despite significant transactional activity

• Recent drivers of performance include:

• Significant capital value growth in the European holdings

• More concentrated exposure to high conviction managers in the UK

• Exposure to active managers who are able to create value

Performance
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1. Liquidation of European holdings

• Monitor market for early exit opportunities (pricing dependent)

• Monitor market for early exit opportunities (pricing dependent)

2. Continue portfolio rationalisation

• Long-term target of 8-10 investments

• Defensively position portfolio in preparation for softening of capital values

3. Deployment of additional capital into the UK market

• Capital will be deployed in tandem with the rationalisation of the portfolio

• Will consider increasing allocations to existing holdings and new allocations

Priorities for Shropshire’s mandate in 2016
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This document is strictly for information purposes and should not be considered as an offer or solicitation to deal in any 

of the investments mentioned herein.

Investors should be aware that past performance is not a guide to future results. The value of investments, and the 

income from them, can go down as well as up, and an investor may get back less than the amount invested.

The views expressed in this presentation should not be construed as advice on how to construct a portfolio or whether 

to buy, retain or sell a particular investment. The information is being given only to those persons who have received 

this document directly from Aberdeen and must not be acted or relied upon by persons receiving a copy of this 

document other than directly from Aberdeen Asset Management. No part of this document may be copied or duplicated 

in any form or by any means or redistributed without the written consent of Aberdeen Asset Management.

The information contained herein including any expressions of opinion or forecast have been obtained from or is based 

upon sources believed by us to be reliable but is not guaranteed as to the accuracy or completeness.

Property is a relatively illiquid asset class, the valuation of which is a matter of opinion. There is no recognised market 

for property and there can be delays in realising the value of assets. 

Tax treatment depends on the individual circumstances of each investor and may be subject to change in the future. 

Professional advice should be obtained before making any investment decision. 

Issued by Aberdeen Asset Managers Limited (“Aberdeen”). Registered in Scotland No.108419. Registered Office: 10 

Queen’s Terrace, Aberdeen, AB10 1YG. Authorised and regulated by the Financial Conduct Authority in the United 

Kingdom.



Actuarial Valuation

02.12.2016

James Walton

Head of Finance, Governance and 

Assurance and Scheme Administrator



Actuarial Valuation – why?

• Requirement stated in Regulation 62 of the Local Government 
Pension Scheme Regulations 2013 

• Shropshire Council is administering authority for Shropshire County 
Pension Fund

• Regulations state that administering authorities must obtain:

o an actuarial valuation of the assets and liabilities as at 31st March 2016 
and on 31st March in every third year afterwards; 

o a report by an actuary in respect of the valuation; and 

o rates and adjustments certificate prepared by an actuary. 



Actuarial Valuation key questions

How much will the 

Employers have to 

pay for benefits 

earned in the 

future?

Has the Fund got 

enough assets to 

cover expected 

benefits built up to 

date



Actuarial Valuation – the basics

Objectives is to have 
sufficient assets to pay 
benefits as and when 
they fall due.  
Funding Strategy 
Statement outlines 



Actuarial Valuation timeline



2016 Valuation experience



Actuarial Assumptions 



Preliminary Results 

Discount Rate

31 March 2013 31 March 2016

Final Results
Maintain Real Return vs CPI at 2013 

(CPI plus 2.35% p.a.) plus changes to 
demographics

Assets £1,235m £1,494m

Liabilities £1,618m £1,772m1

Deficit £383m £278m

Funding Level 76% 84%

Employer Future Service Rate

(% of pay per annum)
14.0%2 14.7%2

Illustrative deficit contributions payable 
over 16 years (2017/18) indexed with 

assumed long term pay growth
£19.2m p.a.3 £18.6m p.a.

Average Future Service Contributions 
(2017/18) based on estimated payroll of 

c£230m for 2017/18
£32.1m p.a. £33.7m p.a.

Total contributions payable £51.3m p.a. £52.3m p.a.

12016 figures include allowance for short term pay of 1% p.a. for 4 years up to 2019/20 for all employers

2Allows for different discount rate assumption to past service (CPI plus 3% p.a. on 2013 basis and CPI plus 2.75% p.a. on 2016 basis)

3Theoretical deficit contributions emerging from 2013 valuation based on updated funding positions as at 31 August 2013



Key messages 

Increase in future service contribution rate, perhaps 1% of pay on average – but very 

variable by employer.  Extra 0.6% change if allowed for 50/50 scheme in 2013

Reduction in deficit contributions, largely as a result of favourable 

investment performance

Large variations from employer to employer.  reduction in deficit contributions 

will outweigh increase in future service for some, but less mature and less 

well-funded employers will fare less well.

Phasing of increases may be permitted. Unlikely to allow reductions in 

contributions – more likely will adjust other elements of funding plan



LGPS Administration 
Update

02.12.2016

Rebecca Purfit 

Communications and Governance 

Officer



Unfortunately Debbie can’t be with 
us today….



2006 – 2016 

2006 2016

Employers 85 152

Members 28,505 42,187

Full time Staff 17 21



Discussion points

• Key achievements this year

• LGPS – a complex Scheme

• Fund Membership 

• Working with our employers 

• LGPS current issues 

• The Pension Regulators

• Communications 



This year we have:

 Issued Annual Benefit Statements on time

Deferred Members

Active Members

Provided Pensions Savings Statements for Annual Allowance on time

Submitted Valuation data to Actuary on time

Responded to all statutory data requests on time



LGPS - a complex Scheme 

Pre 1 April 2008 Post 1 April 2008 – 31 

March 2014

Post 1 April 2014

Basis of 

Pension

Final Salary Career Average Revalued 

Earnings (CARE)

Build up Rate 1/80th 1/60th 1/49th

Revaluation 

Rate

Based on Final Salary (last 365 days) Consumer Prices Index (CPI)

Pensionable 

Pay

Pay excluding non-contractual overtime and non-

pensionable additional hours

Pay including contractual 

overtime and additional hours

• Data under earlier regulations still required

• Work undertaken with employers to ensure accurate and on time data



As membership continues to grow..

LGPS England and Wales 2015 2016

Total membership 4.8 million TBC

Employers 9,340 TBC

Funding level 79% TBC

Shropshire County Pension 

Fund

2013 2016

Total membership 38,440 42,187

Employers 126 152

Funding level 76% 85%



…so does the number of employers

• Growth area in the Fund is Academies

• So far 37 schools have converted in Shropshire/Telford

• 6 schools converted so far this year

• In Shropshire alone potentially 125 more

• Not forgetting other new employers from services outsourced



Working with our employers

• Different types of employers – e.g. Parish councils, Academy 

schools, Local authorities, external contractors….

• One Pensions Administration Strategy for all

• Data is key!

• Online transfer of data

• August 2015 to October 2016 - 534,248 items of data received 

• Data includes: New members, leavers, address changes, 

contributions, CARE pay…



LGPS current issues 

Exit payments

• Government reviewing redundancy terms public sector

• Currently: immediate payment of benefits without reduction 
if over 55 at redundancy date 

• Already agreed: £95k cap on total benefits, recovery from 
high paid rejoiners – in statue

• Further consultation: a max salary of £80k in redundancy 
calculation? 15 months max as redundancy payout? 
increase to minimum pension age? removal of power to pay 
pension strain? – deadline 26th December for DCLG 
response



LGPS current issues

Freedom and choice 

• Introduced April 2015

• Currently doesn’t directly affect LGPS benefits or AVCs -
can take AVCs as lump sum or purchase additional pension 
or annuity, or transfer to another arrangement

• Draft regulations suggests can have a full and partial 
Uncrystallised Funds Pension Lump Sum (UFPLS) 
harmonisation of AVC terms



• Oversight of the LGPS since 1 April 2015

• The Regulator’s statutory objectives:

 Protect the benefits of pension scheme members

 Reduce the risks of calls on the Pension Protection Fund (PPF)

 Promote, and improve the understanding of, the good administration of 
work-based pension schemes

 Maximise compliance with the duties and safeguards of the Pensions 
Act 2008

• Released Code of Practice 14 - providing practical guidance under 
legislation in Public Sector

• The Regulator is focussing attention on: internal controls, record 
keeping and provision of accurate and high quality 
communications to members

The Pensions Regulator’s role





Importance of Fund 
Communication

• Not just a Statutory requirement 

• Engaging with new members 

• Potential members/optants outs 

• Participation in National Working Group

• Communications Policy 

• Email alerts, presentations, newsletters

• Employer training 

• Meetings filmed 

• Fund Website and online Annual Benefit Statements – with the 

option to request paper 



Communications - going digital 

Why? 

• Generates cost savings and industry wide trend

• More environmentally friendly 

• Added value for members – benefit projections available 

How are we getting on?

• May 2016 - 13%

• October 2016 - 26%

• Active members Annual Benefit statements now online

• Pensioners already have access to payslips and P60s online

What are our plans for the future?

• Deferred members annual benefit statement online 

• Increase MSS membership/functionality



Pension Services, 

Shropshire Council, 

Shirehall, 

Abbey Foregate, 

Shrewsbury, SY2 6ND

Email: pensions@shropshire.gov.uk

Tel: 01743 252130

www.shropshirecountypensionfund.co.uk

Thank you for listening
Any questions?


