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1 SERVICE SCOPE AND OBJECTIVES 
(a) SCOPE OF THE SERVICE 
The Avon Pension Fund is responsible for:  
• Administration of Local Government Pensions Scheme (LGPS| benefits and 

pensions to over 80,000 members, pensioners and deferred members of over 110 
constituent bodies within the former Avon area. 

• Administration of the Fire-fighters Pension Scheme (FFS) for Fire-fighter members 
in the Avon Fire Brigade. This is undertaken under fully funded SLA arrangements.   

• Payment on behalf of the Teachers Pension Scheme of pensions arising from the 
award of Compensatory Added Years before 1 April 1996. This is undertaken under 
fully funded SLA arrangements.   

• Investment of contributions from the members and member bodies to generate asset 
growth and additional income  for the payment of fund liabilities  

 
Statistical information for each of the last 3 Scheme years is included as Appendix 1.  In 
three years since March 2008 the total LGPS membership has grown by 4,706 (6.2%).  In 
just under 3 years since 31 March 2008 the number of new employers at February 2011 has 
increased by 40% from 79 to 111, mainly as a result of existing participating employers 
deciding to outsource services. This trend is expected to continue over the coming years 
and building relationships with existing and new employers has become a priority.  
(b) SERVICE OBJECTIVES  
 
• To provide an efficient effective and high quality administration service to employers 

of Avon Pension Fund, Avon Fire Brigade and Teachers on Compensatory Added 
Years. The new Pensions Administration Strategy coming into effect from April 2011 
will improve the service to LGPS members of the Avon Pension Fund through a 
closer working relationship with scheme employers. 

• To provide information advice and non-financial assistance to members of the Fund 
and non-members alike to enable them to make informed choices and plan for 
retirement 

• To  improve the level of knowledge of pensions issues as it affects stakeholders in an 
area of increasing importance 

• To enable the Fund’s employing bodies to make their views known to the 
administering authorities and Government Bodies on all issues and proposals 
concerned with administration and investment 

• To manage the Fund’s investments on a transparent, risk managed basis to 
maximise the Fund’s assets and minimise employer contribution rates. 

2   KEY ACTIVITIES AND PERFORMANCE  
Appendix 2 provides details of performance indicators for the 2010 calendar year 
from a number of different perspectives. .  
The benefits teams’ work has become more time consuming as the number of 
employers has increased dramatically by 40% from 79 to 111 since March 2008. Also 
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the diversity of the new employers has added to administrative complexity.  A further 
factor has been the increase in the number of employers who have outsourced their 
payroll arrangements requiring pensions staff to liaise with and train their staff.   
Following the contraction in public sector spending many employers are being forced 
to downsize and there has been an increase in requests for estimates for 
redundancies and visits by benefits staff to counsel affected members. This expected 
reduction in staff over the next 3 years, particularly by the unitary councils which 
account for 85% of the active membership, will result in an increased workload in 
processing leavers.  Early indications from unitaries are that additional redundancies 
in 2011/12 will be in excess of 500 and further redundancies are expected in the other 
2 years of this Service Plan.   
Appendix 2A shows the performance for the calendar year. Performance was ahead 
of target in most areas with 88% of retirements within the target of 15 days and 96% of 
new joiners processed within the set 10 day target.  However transfers in and out were 
severely delayed by the unavailability of calculation factors from the Government 
Actuaries Department following the change in the indexation of future benefits from 
RPI to CPI.  All the delayed cases have now been processed. 
There have been notable successes in the year improving service to our customers: 
1. AXIS to Altair  migration to updated software caused no major disruption to service 

and is being developed now to enhance services 
2. The change from Gandlake to Heywood as the provider for Member Self Service  

will provide greater integration  
3. Membership Data Cleansing  in readiness for the triennial Actuarial Valuation  
4. New Pensions Administration Strategy has been developed after consultation with 

employers for rollout from April 2011 

3   REVIEW OF 2010-11  
 
(a) BENEFITS ADMINISTRATION 
 
(1) Data Cleanse 
 
For the 2010 triennial valuation a thorough data cleanse of member records took place.  
Significant additional resource was put into resolving data queries and clearing errors. 
The cleansing was completed to allow submission of valuation data to the Scheme’s 
actuary on time in mid July 2010. This exercise identified a significant number of member 
records which needed amendment due mainly to not being advised by employers of 
members leaving and joining at the time. The net result was that the active membership 
reduced by 764 to 34,800 but the deferred membership rose by 1955 to 24,544 - an 
increase of 8.65%.   
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(2) Uprating of pensions software/switchover of member & employer on-line self 
service and introduction of Globalscape / delivery of newsletters electronically / 
Annual Benefit Statement redesign 

 
(i) Member and Employer On-Line Self Service 
 Following the decision in 2009 to move from Gandlake to Heywood for provision of 
member and employer electronic access the change was effected in October 2010 
seamlessly for members.  Employer Access was removed at the same time and the 
new facility for employer access will be rolled out by April 2011.  The previous secure 
portal which was provided via Gandlake to allow employers to send information to APF 
was replaced by Globalscape, a product purchased by B&NES and available at lower 
cost than Gandlake. The Heywood replacement product includes useful facilities not 
included in the Gandlake facility.  The switchover for member self service required 
individual re-registration by nearly 2,000 members.  
 
(ii) Delivery of Newsletter electronically /Redesign of Annual Benefit Statements  
For the first time the Avon Pension Fund Newsletter was successfully delivered 
electronically via in-house e-mail to the staff at UWE on a pilot basis. It is proposed to 
extend this to other employers in future so that significant cost savings can be achieved.  
Annual Benefit Statements (“ABS”) were redesigned this year to a higher standard and 
to include additional information. The production of the new ABS on Altair proved 
problematical and delays to sending the 2010 statements were experienced. However 
this delay allowed the statements and the Newsletter to be despatched together saving 
significant postage costs.  It is proposed that in future years the timing of the Newsletter 
will coincide with production of ABS in the autumn and there will be ongoing savings on 
postage costs. 

 
(3) New Pensions Administration Strategy 
 
2008 LGPS Regulations enabled Administering Authorities to introduce a Pensions 
Administration Strategy to improve overall performance and particularly the relationship 
between the administering authority and scheme employers to provide a better service to 
members. The strategy includes the facility for the Fund to pass on additional costs to 
continually underperforming employers to reflect the disproportionate administration work 
needed to be done by the Fund. The Strategy, having been consulted on with Employers 
prior to its approval by the Avon Pension Fund Committee, comes into effect on 1 April 
2011. It is hoped that it will give a number of major developments renewed emphasis.   

 
(4) Continuing increase in number of participating employers  
 
As expected, there has also been continuing significant growth in the number of 
participating employers due mainly to existing employers outsourcing their in-house 
services. This increase has made the management of employer relationships more 
complex and time consuming. The new Employer Relationship Team set up in 2009 has 
focused on working more closely with these employers to ensure efficiency of delivery of 
service to the Fund. 
 
(b) INVESTMENTS  
(1) Investments strategy 
The focus of work during 2010-11 was the implementation of decisions made by the 
Committee following the review of the investment strategy in 2009/10.  An unconstrained 
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global equity mandate was tendered and an agent appointed to monitor the voting activity 
of the investment managers.  As the year ended, a tender to appoint a currency hedging 
manager was underway.   
 
The Investment Panel focussed on monitoring the investment and operational 
performance of the managers and over the year met all the managers. In addition they 
formally reviewed the performance of the hedge fund managers as part of the 
Committee’s review of the hedge fund portfolio in 1Q11. 
 
(2) Actuarial Valuation 
The 2010 actuarial valuation was carried out against the deteriorating environment for 
public sector finances.  As a result the objective of the valuation was to achieve stability 
of employers’ contribution payments.  At the time of preparing the service plan any 
proposals arising from the review of public sector pensions by the Hutton Commission 
are unknown.  However, it is expected that during 2011-13 the structure of the LGPS 
scheme will be altered and any changes will be implemented as part of the 2013 
valuation (with new contributions effective from 1 April 2014). 
 

(c) GOVERNANCE  
With the new governance structure in place since June 2009, the Committee completed a 
self assessment exercise of their decision-making process 3Q10.  This identified a few 
areas for improvement and an action plan will be agreed by the Committee.  One area 
identified is the need for additional training on investment issues to supplement LGPC 
training and seminars/conferences and Committee workshops.  The CIPFA Pensions 
Panel has issued a “Knowledge and Skills Framework” for pension fund elected 
members and officers.  Any training programme will be based on this framework.   

4 PROGRESS IN 2010-11 WITH CURRENT SERVICE PLAN AND MEDIUM 
TERM TARGETS FOR 2011-14  
The 2011-14 Service Plan contains a number of planned actions predominantly focused 
on continuing improvements to the benefits administration through the use of technology, 
staff development and communications improvements.  Appendix 3 details progress in 
2010/11 with current Service Plan and shows the medium-term targets for the 2011-14 
Service Plan including current year targets carried forward if not completed.  
Of the 15 planned ongoing or new actions for 2010/11, 86% were completed or are on 
target:  

Summary of Actions   Green Amber Red* 
Administration 7 1 0 
% of planned target developments 46% 7% 0% 
Investment 6 1 0 
% of planned target developments 40% 7% 0% 
Total 13 2 0 
% of planned target developments (10) 86% 14% 0% 
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  Key:    Green = completed or progressing to schedule 
  Amber = on going but need to clear a problem before proceeding 
  Red = No progress / on hold/not being taken forward or scheduled for later period. 

Amber Actions:  
1. EDI is now included in the new Pensions Administration Strategy as a requirement 

for compliance by 2012. 
2. Review management of financial and investment risks – this will be delayed until the 

CLG advise as to the potential impact of Hutton Commission recommendations on  
the LGPS, as this may affect the funding level, cashflow forecasts or appropriateness 
of the investment strategy. 

 
5 THE FUTURE 
 
(a) BENEFITS ADMINISTRATION 
A good service?  Customer satisfaction continues at high levels with no complaints in 
2010 from members. The implementation of the new software system, creation of the 
new employers' relationship team, development of the Administration Strategy and 
member and employer self service has established firm foundations for maintaining and 
improving service delivery. Significant resource will be applied in 2011 to the training and 
development of Fund and Employer staff. An on-line questionnaire has been sent to 
employers to identify training requirements and, using this gap analysis, the Fund will run 
courses during 2011 to bring employers staff “up to speed.”   
 
Value for money?  The Fund administration costs continue to remain very competitive. 
The unit costs of £2.73 per member for paying pensions remains one of the lowest in the 
UK. The overall costs for the Fund at £18.33 per member compares very favourably with 
the comparator group average of £23.49 per member. In comparison with 4 (out of a 
possible 6) other South West Region funds who are members of the Club, Avon Pension 
Fund’s staff costs at £5.90 per member are the cheapest and compare well against the 
average of £8.34 and the Fund’s £18 per member cost is below the average of £20 for 
these South West Funds. 
 
Budget Savings 
These continue to be a driver in the Public Sector where all local authorities are under 
even greater pressure to make budget savings. The Fund has identified a number of 
areas for reducing its costs without reducing the service it gives to its stakeholders. 
Significant savings and improvements in the speed and effectiveness of service delivery 
can be made by embracing technological advances and this will be a high priority in 2011 
through the medium of the new Administration Strategy.    Over the three years of this 
Service Plan the savings from terminating Gandlake will finance the set up and ongoing 
costs of Altair Member Self Service and Employer Access and thereafter will generate 
annual savings of around £30,000 from 2013/14 onwards. 
 
New Pensions Administration Strategy – Recent legislation encouraged all local 
authority pension funds to put in place an Administration Strategy Policy Document.   
Avon Pension Fund has done this. The new process will work through individual 
Partnership Agreements (SLA) with employers incorporating mutual targets for key 
performance areas.   
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This new Strategy embraces a wide range of existing strategies such as communication, 
technological enhancement/development (e.g. Electronic Data Interface (“EDI”)) and 
employer staff training.  The following chart captures each of the integral actions  
which should result in better member and an improved service to members:  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Effective from April 2011, performance monitoring and regular review meetings will be 
integral to a successful outcome. Quarterly summary reports on employers’ performance 
will be brought to Committee for information.     
 
The focus of this Administration Strategy will be to develop greater partnership working 
between the Fund and the employing bodies.  However, the strategy will permit the Fund 
to pass through costs to employers that arise due to persistent failure to provide 
information within the framework set out in the SLA.  
 
Expected changes to benefit structure post Lord Hutton’s Review of Public Sector 
pensions - The government continues to consider measures to control the costs of 
LGPS and to cap employers’ ongoing costs including the Cost Sharing mechanism 
proposed from 2014.  
 
Lord Hutton’s 2010 review which is likely to produce potentially the most radical changes 
to public sector pensions for many years has identified a number of potential ways 
forward to achieve this - later Normal Retirement Ages, increased member contributions 
and a dilution of future benefit accrual are some of the proposals put forward. Specific 
recommendations on the direction of travel are expected in March 2011 in time for the 
government’s spring budget.  
 
Changes to Normal Retirement Ages and an increase to member contributions could be 
introduced quite quickly; however, fundamental changes to the LGPS benefit structure 
would require primary legislation and would take some years to achieve.  Therefore, 
although these changes are unlikely to be brought in for a few years, the Service needs 
be prepared for the changes which may introduce an additional scheme at worst and at 
best another tier/type of benefits to administer. This will bring additional complexity which 
will add to the administration burden, require more resource and add to ongoing costs 
 
An additional factor is that the government is introducing Personal Accounts through 
NEST from 2014 to encourage everyone to save for a pension. This may result in a 
reduction in membership of the Fund as some employers may choose to offer this to 
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existing members of the Fund and new employees, particularly lower paid / part time staff 
to reduce their costs. 
 
If there are future changes to the Scheme structure, there will be a need for concise and 
effective communication with employers, payroll providers and members, prior to any 
changes being introduced. Also the administration would become significantly more 
complex if there are two separate schemes / benefit structures going forward and this 
would require additional resource. As the impact of any changes and their 
implementation dates are unknown at present, no allowance has been made in the 
Service Plan budget for additional resource.  As soon as definitive changes are known 
the position will be reviewed and adequate allowance to fund the change will be made in 
future budgets.   
 
(b) INVESTMENTS  
The main objective of the investment strategy is to safeguard the value of the Fund’s 
assets, generate the investment return required to meet future liabilities and minimise 
volatility of contribution rates as much as possible. As the Fund can not determine the 
direction of markets, investment risk can be minimised through ensuring the Fund adopts 
an appropriate, well diversified, investment strategy and by closely monitoring the 
managers’ performance.   
 
Investment policy – In 2010-11 the Fund implemented changes to the investment 
structure that were a result of the 2009-10 review of the strategic policy.  The Committee 
is reviewing the hedge fund portfolio and will review the Fund’s approach to Social, 
Ethical and Environmental investing.  Following the triennial valuation, and the initial 
outcome of the Hutton Commission, further work may be undertaken in 2012 to review 
whether financial and investment risks can be managed differently in order to reduce 
volatility in the contribution rate over the longer term.  
 
Scheme employer risks - The Fund is aware of the impact the reduction (and changes) 
in public sector funding may have on all scheme employers.  In particular some of the 
third sector organisations may be particularly vulnerable to reductions in funding and 
other sectors, such as education, are seeing significant structural changes in terms of the 
introduction of academies for example.  Therefore, the Fund’s focus is to continuously 
monitor the financial and operational risks arising from scheme employers in order to 
protect the Fund to the extent possible under the regulations.  Operational, legal and 
actuarial risks arise from outsourcings or the change in an organisation’s legal status or 
funding stream and all these risks need to be managed appropriately.  In order to achieve 
this, the outsourcing process and procedures guide has been revised to clearly set out 
scheme employers and the Fund’s obligations during such exercises.  The Fund will be 
reviewing its investment staffing structure in view of the workload issues identified during 
2011/12 and will bring forward proposals at a later date. 
 
(c) GOVERNANCE  
Member & Officer Training – the Fund will develop its training policy for members and 
the investment/finance officers during 2011-12, which will also reflect the need for 
training of elected members appointed to the Committee following the May 2011 
elections. The training programme will also reflect the planned work programme of the 
Committee.  
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6 KEY MEDIUM-TERM CHANGES (PROPOSALS FOR DEVELOPMENT IN 
2011-12)     
These are listed in Appendix 3 and include those targets from the 2010-13 Service Plan 
which are ongoing or were not completed by 31.03.2010.   
The key drivers for Pensions were identified last year and have now been updated to 
reflect the work completed since then and new challenges that have arisen. They are:   

 
� Efficiency savings are expected of the Pensions Section over the 3 year 

period in line with all other local authority departments 
� Improvement to how we deliver the services needed to make these savings 

and to be responsive to changes within the industry whilst maintaining 
competitive performance 

� A changing employer landscape including a reduction in employers’ 
resources with associated staffing implications; extension of private and 3rd 
party service provision; regulatory enablement resulting in the creation of 
academies 

� New Pensions Administration Strategy will provide a robust operational 
framework and a blueprint for service efficiency including enhancement to the 
service by greater use of modern technologies in streamlining processes by the 
use of electronic data interfaces and electronic delivery of information to 
members 

� Higher than normal workload over the next 2-3 years as employers shed staff 
in an enforced downsizing exercise. 

� Changes to LGPS benefit structure following recommendations in the Hutton 
Report are expected in the medium to long term and the Fund needs to be 
prepared for this.  

� To ensure the Fund’s assets are invested to maximum benefit 
commensurate with the level of investment risk in order to meet its long term 
pension liabilities  

7.  IMPROVING CUSTOMER & STAKEHOLDER SATISFACTION 
In accordance with Council Policy and the specific requirement to achieve 
improvements in a range of stakeholder areas, the Fund has developed a range of 
ongoing activities and actions to improve customer satisfaction, ensure equality, 
enhance staff skills and form closer alliances with key stakeholders.  
The Plan has already discussed a range of areas aimed at improving overall service to 
customers and will continue to seek improved performance through its local 
performance indicators and Committee scrutiny. The Fund continues to take a highly 
pro-active role in driving issues forward nationally by the Pensions Manager chairing the 
South-West regional funds meeting (“SWAPOG”) whose views and suggestions are 
taken forward by participation in the National Technical Group of the Local 
Government Employers Organisation which meets with representatives of the 
Department for Communities and Local Government. 
 
The Avon Pension Fund through its Chairmanship of the regular SWAPOG meetings is 
leading on an investigation into the feasibility of shared service working with the other 
south west regional funds in areas of administration including standardising 
communication details and training.   
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8   BUDGET FOR 2011-14  
A three-year budget commencing 1 April 2011 is included as Appendix 4 to the Service 
Plan. This identifies variations in the budget over this period, including the expected 
developments shown in this Service Plan. 
The budget is split between those areas that relate to the administration of the Fund in 
terms of providing the administration service to members and employers, and those 
areas where there is less scope to directly control the costs. The latter areas include 
Investment Management and Custody costs where the fee structure is agreed by the 
Fund but the actual costs incurred are dependent upon investment performance and the 
volume of transactions. They also include governance expenses which are a 
consequence of the Fund’s policy response to regulations and investment strategy. 
The budget previously approved in March 2010 as part of the three year budget for 
expenditure on the administration of the Fund for 2011/12 was £2,183,000.  In the 
proposed budget for 2011/12 this has been reduced to £2,073,000 a saving of £110,000 
or 5.03%. The savings have been made by:- 
• Reducing expenditure on investment accounting by £14,000 through discontinuing 

the use of the Open Air system for monitoring investment transactions and income.  
The collection of income by the custodian will continue to be monitored internally. 

• Reducing expenditure on AVC monitoring following a recommendation from the 
Actuary that AVC investment performance is reviewed every two years. As the AVC 
investment fund options are currently under review, the next performance review will 
be in 2012/13 and not 2011/12 as previously expected. 

• Reducing Communication costs by reducing the budget for Guides, Leaflets and Web 
site maintenance. The budget is forecast to be partly restored in 2012/13 to meet 
expected demand for information on changes in the Regulations following the Hutton 
review.  

• A reduction in Central Administration charges from the level budgeted for 2011/12 in 
the 2010/11 three year budget as central department’s savings are expected to offset 
the need for an increase in line with inflation. 

• The above savings have been partly offset by an increase in the cost of salaries. 
Although the budget includes a zero per cent pay award for 2011/12 some staff 
remain entitled to increments in their pay rate. 

• The increase in the cost of Information Systems reflects the introduction of the Altair 
pension software which includes the facility for Member Self Service and Employer 
Access.  Member Self Service was previously provided via Gandlake which has been 
discontinued.  Over the three years of this Service Plan the savings from terminating 
Gandlake will finance the set up and ongoing costs of Altair Member Self Service and 
Employer Access and thereafter will generate annual savings of around £30,000 from 
2013/14 onwards. 

These savings will be made through greater efficiency and without any reduction 
in the level of service provided. 

  
 
 


