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To: 
 
The Chair and Members 
of the Investment and 
Pension Fund Committee 
 

 
County Hall 
Topsham Road 
Exeter 
Devon  
EX2 4QD 
 

 

Date:  16 November 2023 Contact:  Fred Whitehouse, 01392 381362 
Email:  fred.whitehouse@devon.gov.uk 

 
INVESTMENT AND PENSION FUND COMMITTEE 

 
Friday, 24th November, 2023 

 
A meeting of the Investment and Pension Fund Committee is to be held on the 
above date at 10.30 am at Committee Suite - County Hall to consider the following 
matters. 
 
 Donna Manson 
 Chief Executive 
 

A G E N D A 
 
  
 PART I - OPEN COMMITTEE 

  
1 Announcements  
 
 
2 Apologies for Absence  
 
 
3 Minutes (Pages 1 - 8) 
 
 Minutes of the meeting held on 15 September 2023, attached. 

  
4 Items Requiring Urgent Attention  
 
 Items which in the opinion of the Chairman should be considered at the meeting 

as matters of urgency. 
 
  

https://www.devon.gov.uk/democracy


5 Devon Pension Board (Pages 9 - 14) 
 
 Minutes of the meeting held on 13 October 2023, attached. 

  
6 Brunel Oversight Board (Pages 15 - 20) 
 
 Minutes of the meeting held on 7 September 2023, attached. 

  
7 Audit Report on the Pension Fund Statement of Accounts 2022/23 (Pages 21 - 

58) 
 
 Report of the Director of Finance and Public Value (DF/23/107), attached. 

  
8 Investment Management Report (Pages 59 - 88) 
 
 Report of the Director of Finance and Public Value (DF/23/108), attached. 

  
9 Future Cashflow Forecast (Pages 89 - 94) 
 
 Report of the Director of Finance and Public Value (DF/23/109), attached 

  
10 Employer Changes  
 
 (a) New admitted bodies – The following application for admitted body status 

has been approved since the last meeting of the Committee:        

• 1 June 2023 - Plymouth City Council tuped staff to PEC Management 
Services Ltd which they had previously seconded to them.  

• 1 July 2023 - Delt Shared Services won the contract to provide IT, 
Finance, HR and Estates management including catering, cleaning, 
maintenance etc for Mount Tamar School an academy within the 
Transforming Futures Trust.  

 
(b) Employer Cessations - None  
  
(c) New academy conversions and changes. 

• 1 June 2023 - Avanti Hall part of Reach South changed to Thomas 
Hall.  

• 1 July 2023 - Honiton Community College joined Ted Wragg Trust.  
• 1 August 2023 - Honiton MAT moved to Learning Academies Trust  
• 1 August 2023 - Sparkwell All Saints Primary School moved to Link 

Academy Trust   
  

11 Dates of Future Meetings  
 



 1 March 2024 10.30am 
1 March 2024 2.15pm - Staff/Retiree Consultation 
14 June 2024 10.30am 
13 September 2024 10.30am 
29 November 2024 10.30am 
  
  

 PART II - ITEMS WHICH MAY BE TAKEN IN THE ABSENCE OF PRESS AND 
PUBLIC ON THE GROUNDS THAT EXEMPT INFORMATION MAY BE 
DISCLOSED 
  

12 Exclusion of the Press and Public  
 
 Recommendation: that the press and public be excluded from the meeting for 

the following item of business under Section 100(A)(4) of the Local Government 
Act 1972 on the grounds that it involves the likely disclosure of exempt information 
as defined in Paragraph 3 of Schedule 12A of the Act, information relating to the 
financial or business affairs of an individual (including the authority holding that 
information). 
  

13 Local Impact Investment (Pages 95 - 100) 
 
 Report of the Director of Finance and Public Value (DF/23/110), attached 

(restricted) 
 

 
 
Members are reminded that Part II Reports contain exempt information and should 
therefore be treated accordingly.  They should not be disclosed or passed on to any 
other person(s). They need to be disposed of carefully and should be returned to the 
Democratic Services Officer at the conclusion of the meeting for disposal. 
 



MEETINGS INFORMATION AND NOTES FOR VISITORS 
 
Getting to County Hall and Notes for Visitors   
For SatNav purposes, the postcode for County Hall is EX2 4QD 
 
Further information about how to get to County Hall gives information on visitor 
parking at County Hall and bus routes. 
 
Exeter has an excellent network of dedicated cycle routes. For further information 
see the Travel Devon webpages.  
 
The nearest mainline railway stations are Exeter Central (5 minutes from the High 
Street), St David’s and St Thomas. All have regular bus services to the High Street.  
 
Visitors to County Hall are asked to report to Main Reception on arrival. If visitors 
have any specific requirements, please contact reception on 01392 382504 
beforehand.  
 
Membership of a Committee  
For full details of the Membership of a Committee, please visit the Committee page 
on the website and click on the name of the Committee you wish to see.  
 
Committee Terms of Reference  
For the terms of reference for any Committee, please visit the Committee page on 
the website and click on the name of the Committee. Under purpose of Committee, 
the terms of reference will be listed. Terms of reference for all Committees are also 
detailed within Section 3b of the Council’s Constitution.  
 
Access to Information 
Any person wishing to inspect any minutes, reports or background papers relating to 
an item on the agenda should contact the Clerk of the Meeting. To find this, visit the 
Committee page on the website and find the Committee. Under contact information 
(at the bottom of the page) the Clerk’s name and contact details will be present. All 
agenda, reports and minutes of any Committee are published on the Website  
 
Public Participation 
The Council operates a Public Participation Scheme where members of the public 
can interact with various Committee meetings in a number of ways. For full details of 
whether or how you can participate in a meeting, please look at the Public 
Participation Scheme or contact the Clerk for the meeting. 
 
In relation to Highways and Traffic Orders Committees, any member of the District 
Council or a Town or Parish Councillor for the area covered by the HATOC who is 
not a member of the Committee, may attend and speak to any item on the Agenda 
with the consent of the Committee, having given 24 hours’ notice. 
 
Webcasting, Recording or Reporting of Meetings and Proceedings 
The proceedings of any meeting may be recorded and / or broadcasted live, apart 
from any confidential items which may need to be considered in the absence of the 
press and public. For more information go to our webcasting pages  

https://new.devon.gov.uk/help/visiting-county-hall/
https://www.traveldevon.info/cycle/
https://democracy.devon.gov.uk/mgListCommittees.aspx?bcr=1
https://democracy.devon.gov.uk/mgListCommittees.aspx?bcr=1
https://democracy.devon.gov.uk/ieListDocuments.aspx?CId=416&MId=2487&Ver=4&info=1
https://democracy.devon.gov.uk/mgListCommittees.aspx?bcr=1
https://democracy.devon.gov.uk/mgListCommittees.aspx?bcr=1
https://democracy.devon.gov.uk/mgListCommittees.aspx?bcr=1
https://www.devon.gov.uk/democracy/guide/public-participation-at-committee-meetings/part-1-can-i-attend-a-meeting/
https://www.devon.gov.uk/democracy/guide/public-participation-at-committee-meetings/part-1-can-i-attend-a-meeting/
https://devoncc.public-i.tv/core/portal/home


Anyone wishing to film part or all of the proceedings may do so unless the press and 
public are excluded for that part of the meeting or there is good reason not to do so, 
as directed by the Chair.  Filming must be done as unobtrusively as possible without 
additional lighting; focusing only on those actively participating in the meeting and 
having regard to the wishes of others present who may not wish to be filmed. 
Anyone wishing to film proceedings is asked to advise the Chair or the Democratic 
Services Officer in attendance.  
 
Members of the public may also use social media to report on proceedings.  
 
Declarations of Interest for Members of the Council  
It is to be noted that Members of the Council must declare any interest they may 
have in any item to be considered at this meeting, prior to any discussion taking 
place on that item. 
 
WiFI 
An open, publicly available Wi-Fi network (i.e. DCC) is normally available for 
meetings held in the Committee Suite at County Hall. 
 
Fire  
In the event of the fire alarm sounding, leave the building immediately by the nearest 
available exit following the fire exit signs.  If doors fail to unlock press the Green 
break glass next to the door. Do not stop to collect personal belongings; do not use 
the lifts; and do not re-enter the building until told to do so. Assemble either on the 
cobbled car parking area adjacent to the administrative buildings or in the car park 
behind Bellair. 
 
First Aid 
Contact Main Reception (Extension 2504) for a trained first aider.  
 
Mobile Phones 
Please switch off all mobile phones before entering the Committee Room or Council 
Chamber 
 
Alternative Formats 
If anyone needs a copy of an Agenda and/or a Report in 
another format (e.g. large print, audio tape, Braille or other 
languages), please contact the Customer Service Centre on 
0345 155 1015 or email: committee@devon.gov.uk or write to 
the Democratic and Scrutiny Secretariat in G31, County Hall, 
Exeter, EX2 4QD. 
Induction Loop available  

 

mailto:committee@devon.gov.uk
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INVESTMENT AND PENSION FUND COMMITTEE 
 

15 September 2023  
 
Present:- 
 
Devon County Council 
 
Councillors J Morrish (Chair), P Bullivant (Vice Chair), Y Atkinson, M Hartnell 
 
Unitary Councils 
 
Councillors M Brook and T Evans (remote, substitute) 
 
Union and Retired Members 
 
R Franceschini and M Daniell (remote) 
 
(NB – attendees attending virtually are unable to participate in voting) 
 
Apologies:- 
 
L Parker-Delaz-Ajete and Councillors H Gent, R Bloxham, M Lowry 
 
  

* 129   Minutes 
 
RESOLVED that the minutes of the meeting held on 16 June 2023 be signed 
as a correct record. 
  

* 130   Items Requiring Urgent Attention 
 
There was no item raised as a matter of urgency. 
  
  

* 131   Devon Pension Board 
 
The Committee noted the minutes of the meeting of the Devon Pension Board 
held on 6 July 2023. 
  

* 132   Brunel Oversight Board 
 
The Committee noted the minutes of the meeting of the Brunel Oversight 
Board held on 8 June 2023. 
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INVESTMENT AND PENSION FUND COMMITTEE 
15/09/23 

 
 
  

* 133   Pension Fund Annual Report and Accounts 2022/23 
 
The Committee considered the Report of the Director of Finance and Public 
Value (DF/23/80) on the Pension Fund Annual Report and Accounts 2022/23. 
The Annual Report, including the Statement of Accounts, was brought to the 
Committee each year for approval. The Statement of Accounts remained 
subject to approval by the County Council’s Audit Committee and completion 
of the external audit. Formal publication of the Annual Report would not be 
possible until the audit had been completed. 
  
The Report had been produced in line with CIPFA guidance and included 
within it statutory policy as required by such guidance. The Report highlighted 
that, at time of writing, the external auditors had yet to issue audit opinions on 
the Authority’s 2020/21 and 2021/22 Statements of Accounts. As such, the 
final version of the Pension Fund Annual Report for those years was yet to be 
published. 
  
Officers highlighted improvements made to the stewardship section of the 
Report in light of feedback from the UK Financial Reporting Council (FRC). 
  
A member commented on the omission of a narrative report on the fixed 
interest Sterling Corporate Bonds and Multi Asset Credit portfolios. It was 
requested to officers that this be rectified and included for future annual 
reports. 
  
It was MOVED by R Francheschini, SECONDED by Councillor Y Atkinson  
and 
  
RESOLVED  
  
(a) that the position on the audit of the 2020/21 and 2021/22 Pension Fund 
Statement of Accounts be noted; 
  
(b) that the Pension Fund Annual report and Accounts for 2022/23 be 
approved and adopted, subject to approval of the Statement of Accounts by 
the Devon County Council Audit Committee and completion of the external 
audit; and 
  
(c) that the submission of the unaudited Pension Fund Annual Report and 
Accounts to the Financial Reporting Council for assessment against the 
requirements of the UK Stewardship Code, be approved. 
 
  

* 134   Investment Management Report 
 
The Committee considered the Report of the Director of Finance and Public 
Value (DF/23/80). The Report outlined the Fund value and asset allocation, 
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3 
INVESTMENT AND PENSION FUND COMMITTEE 

15/09/23 
 

 

Fund performance, funding level, 2023/24 budget forecast, cash management 
and voting and engagement activity.  
  
As of 31 March 2023, the Fund value stood at £5,362.9 million which was an 
increase of approximately £50 million over the quarter. Performance wise, the 
Fund achieved a positive return of +1.3% over the quarter to 30 June. This 
represented an under-performance against the strategic benchmark of +1.9%. 
  
A member queried recommendation (c) in respect of what was meant by ‘a 
temporary basis.’ It was explained by officers that, if approved, the intention 
would be to quickly withdraw funds to increase the cash balance given current 
interest rates of 5-6% on cash. The cash balance would gradually reduce 
back to target as private market commitments were drawn. 
  
It was MOVED by Councillor P Bullivant, SECONDED by Councillor Y 
Atkinson and  
  
RESOLVED 
  
(a) that the amendment of the strategic asset allocation targets for 2023/24, to 
reflect the table in Section 2 of the report, be approved; 
  
(b) that the reallocation of £50 million from Passive Equites to Sterling 
Corporate Bonds be approved; 
  
(c) that the provision of flexibility to officers to increase the cash balance to up 
to 4% on a temporary basis be approved; 
  
(d) that compliance with the 2023-24 Treasury Management Strategy be 
noted. 
 
  

* 135   Department for Levelling-Up, Housing and Communities consultation: 
Local Government Pension Scheme (England and Wales): Next Steps on 
Investment 
 
The Committee considered the Report of the Director of Finance and Public 
Value (DF/23/82) on the Department for Levelling-up, Housing and 
Communities Consultation on the future of investment pooling in the Local 
Government Pension Scheme (LGPS).  
  
Officers explained that although they understood and supported the intention 
of Government to ensure current pooling arrangements were effective, they 
were concerned about the possibility of Government imposing a minimum 
pool value of £50 billion and the impact this would have on the Pension Fund. 
With the combined assets under management of the Brunel funds being less 
than this, officers were concerned that this would therefore force realignment 
resulting in additional costs at the expense of the Fund; and that this was 
unnecessary given the positive performance of the Fund. 
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INVESTMENT AND PENSION FUND COMMITTEE 
15/09/23 

 
  
Member discussion points centred around questions eleven and twelve of the 
consultation and the proposed response from the Devon Fund. Members 
were concerned that an investment strategy would be imposed which 
removed local control from the Fund, and that investment in areas which were 
less beneficial to the Fund would be forced by Government.  
  
It was MOVED by Councillor M Brook, SECONDED by Councillor J Morrish 
and  
  
RESOLVED  
  
(a) that the proposed responses to questions eleven and twelve be amended 
to clearly reflect Member concerns around maintaining local control and not 
having an investment strategy as detailed above imposed on the Fund, with 
final wording delegated to the Director of Finance and Public Value in 
consultation with the Chair of the Committee; and  
  
(b) that, subject to the changes outlined in recommendation (a), the response 
to the consultation on next steps on investment, attached at Appendix 2 to the 
report, be approved. 
 
  

* 136   Pension Fund Risk Register 
 
The Committee considered the Report of the Director of Finance and Public 
Value (DF/23/83) on the Pension Fund Risk Register. The report outlined the 
number of risks to both the Devon Pension Fund and to Peninsula Pensions, 
before and after mitigating actions had been applied. 
  
Members debated the merit of including risks rated ‘low’ within the Register, 
with a member concerned that this might draw attention away from ‘medium’, 
‘high’ and ‘very high’ risks which were inherently more important to address. 
Officers highlighted that this had been considered by the Devon Pension 
Board who wished to retain the ‘low’ risks in the Register. Other members 
expressed that ‘low’ risks could develop into ‘medium’, ‘high’ or ‘very high’ 
risks and that monitoring these – and therefore having these included in the 
Register – was important, in agreement with the judgement of the Devon 
Pension Board. Officers agreed to explore the issue with the Devon Pension 
Board. 
  
A member commented that risk F2, which regarded the Pension Fund’s 
investment strategy not achieving required returns, did not include the 
mitigating factor of the Committee’s monitoring of the quality of external fund 
managers, and that this would be an important mitigating factor to be 
included. 
  
It was MOVED by Councillor M Brook, SECONDED by Councillor Y Atkinson 
and  
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INVESTMENT AND PENSION FUND COMMITTEE 

15/09/23 
 

 

  
RESOLVED that the Pension Fund Register and additional actions proposed 
to mitigate risk be approved, subject to the inclusion of the mitigating control 
as outlined above to risk F2. 
 
  

* 137   Training Review 2022/23 and Training Plan 2023/24 
 
The Committee considered the Report of the Director of Finance and Public 
Value (DF/23/84) which outlined the training made available to members of 
the Investment and Pension Fund Committee and the Devon Pension Board 
in 2022/23. Appendix 1 to the report proposed training to be provided over the 
year 2023/24 for members of the above-named committees. 
  
It was MOVED by Councillor M Brook, SECONDED by Councillor Y Atkinson 
and  
  
RESOLVED that the 2023/24 training plan be approved and adopted. 
 
  

* 138   Employer Changes 
 
The Committee noted: 
  
(a)   New admitted bodies – The following application for admitted body status 

has been approved since the last meeting of the Committee: 
         1 January 2023 - Livewell with agreement from Plymouth City 

Council tuped 1 member of staff to NHS (Devon ICB) 
         1 April 2023 - Ted Wragg Trust retendered their catering contract 

and the new provider Dolce Ltd.   
         1 April 2023 - Ted Wragg Trust tuped cleaning staff to Fusion 

School Services Limited. 
  

(b)   Employer Cessations - The following employer has left the scheme 
         31/3/2023 Aspens catering contract with Ted Wragg Trust 

ceased. 
  

(c)   New academy conversions and changes. 
         1 March 2023 - Mount Tamar School joined Transforming 

Futures Trust. 
         1 March 2023 - Sidmouth College joined Ted Wragg Trust. 
         1 April 2023 - Wynstream Primary School joined Education South 

West.      
         Atrium School closed on 30th April 2023 and the 5 remaining 

staff have been transferred to South Dartmoor CC wef 1/5/2023. 
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INVESTMENT AND PENSION FUND COMMITTEE 
15/09/23 

 
  

* 139   Dates of Future Meetings 
 
The Committee noted the dates of future meetings as: 
  
24 November 2023, 10.30am; 
1 March 2024, 10.30am; 
1 March 2024, 2.15pm (Staff/Retiree Consultation) 
  
  

* 140   Exclusion of the Press and Public 
 
RESOLVED that the press and public be excluded from the meeting for the 
following item of business under Section 100(A)(4) of the Local Government 
Act 1972 on the grounds that it involves the likely disclosure of exempt 
information as defined in Paragraph 3 of Schedule 12A of the Act, information 
relating to the financial or business affairs of an individual (including the 
authority holding that information) and, in accordance with Section 36 of the 
Freedom of Information Act 2000, by virtue of the fact that the public interest 
in maintaining the exemption outweighs the public interest in disclosing the 
information. 
 
  

* 141   Review of Indemnity Bonds 
 
(An item taken under Section 100A (4) of the Local Government Act 1972 
during which the press and public were excluded). 
  
The Committee considered the Report of the Director of Finance and Public 
Value (DF/23/85) on the risk to the Pension Fund of a fund employer ceasing 
to exist with insufficient funding available to settle outstanding debts, or where 
such an employer might refuse to pay the cessation value. This was a risk 
that had been identified in the risk register. 
  
Partial mitigation of risk was achieved by the requirement on some admitted 
bodies to have a bond or guarantee in place. The Fund Actuary had been 
asked, in line with good practice, to review the indemnity levels of all admitted 
bodies coming under the valuation. 
  
It was MOVED by Councillor M Brook, SECONDED by R Franceschini, and  
  
RESOLVED 
  
(a) that the proposed action to notify letting authorities of the revised 
recommended bond levels and the employer risk assessment risk scores be 
approved; and 
  
(b) that maintenance of the required indemnity bonds for the three housing 
companies at the current level be approved. 
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7 
INVESTMENT AND PENSION FUND COMMITTEE 

15/09/23 
 

 

  
 
 
NOTES: 

1. Minutes should always be read in association with any Reports for a 
complete record. 

2. If the meeting has been webcast, it will be available to view on the 
webcasting site for up to 12 months from the date of the meeting 
 

*  DENOTES DELEGATED MATTER WITH POWER TO ACT 
 
The Meeting started at 10.35 am and finished at 11.49 am 
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DEVON PENSION BOARD 
 

13 October 2023  
 
Present:- 
 
Councillors S Randall Johnson and C Slade (Chair) 
Ian Arrow, A Bowman (Vice-Chair), C Hearn, R Jeanes, P Phillips and D 
Walshe 
 
Apologies:- 
 
None   
 
  

 125   Minutes 
 
RESOLVED that the Minutes of the Meeting held on 6th July 2023 be signed 
as a correct record. 
  

 126   Items Requiring Urgent Attention 
 
No item was raised as a matter of urgency. 
  

 127   Review of attendance 
 
The Board noted the Report of the Director of Finance and Public Value  
(DF/23/95) on a review of the Board Member attendance at meetings and  
training events. A log of attendance of both board meetings and training  
events were attached in Appendix 1 of the Report.  
  
It was highlighted that there had been an online training event Brunel Pension 
Partnership at the end of September and Board members were asked to 
confirm attendance.  
  
It was agreed to change the heading on item 11 of the Board’s Terms of 
Reference to Training and Knowledge.  
  
The Report was noted. 
  

* 128   Contribution and breaches monitoring 
 
The Board noted the Report of the Director of Finance and Public Value  
(DF/23/96) regarding the action taken to monitor timely payment of 
contributions from employers and employer performance for end of year 
process and future developments.  
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The table on page 15 of the agenda pack showed a summary of the monthly 
contributions received in Q1 of 2023/24. 
  
A total of 7 contributions were received late during this quarter. Five of these 
were from admitted bodies in the fund and two were Parish councils. All were 
one off incidents. 
  
It was highlighted that there would be a new format for this Report for the next 
meeting.  
  
At the July Pension Board meeting, the board requested that Peninsula 
Pensions provided further information regarding the timeliness of year end 
data begin submitted by the scheme employers. The table on page 17 of the 
agenda pack showed that 67% of fund employers responded by the date 
requested.  
  
Peninsula Pensions were working on ways to improve the number of 
employers providing data within our deadlines and officers are currently 
reviewing the pension administration strategy (PAS). A consultation with 
employers was currently planned for early November on the revised 
administration strategy which will be brought to the board in January meeting 
and for final approval at the Investment and Pension Fund committee in 
March 2024. 
  
Members were also advised that Peninsula Pensions are also working with 
Devon Audit Partnership on a tool to provide a Report on key employer 
performance areas. A draft version of this was presented in the meeting. The 
first report would be brought to the board in the new financial year after April 
2024. 
  

 129   Pension Board budget monitoring 
 
The Board noted the Report of the Director of Finance and Public Value 
(DF/23/97) on the Devon Pension Board Budget Monitoring 2023/24 at month 
6. The statement showed various expenditure including training, travel and 
member expenses and committee support. 
  

* 130   Devon Pension Fund Risk Register 
 
The Board considered the Report of the Director of Finance and Public Value 
(DF/23/98) on the Pension Fund Register and additional actions proposed to 
mitigate risk. 
  
The Board previously considered the Risk Register at its meeting on 6th July 
2023, and comments made at board meetings had been taken on board in 
updating the register.  
  
The Risk Register was attached at Appendix 1 to the Report. It highlighted the 
key risks in relation to the Pension Fund, the current processes in place to 
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mitigate the risk, and the planned improvements in place to provide further 
assurance. It incorporated the risk register of both the Investments Team and 
Peninsula Pensions. 
  
The Investment and Pension Fund Committee was the ultimate risk owner for 
the Pension Fund and last reviewed the Risk Register in September 2023. 
In addition to the current mitigation in place, further actions are planned to 
provide a greater level of assurance, and these are detailed together with the 
planned timescale for the action to take place. The level of risk will be 
reviewed once these additional actions have been implemented. 
  
There were several amendments made for the Pension Fund which were 
detailed at 4.1 of the Report. There were now 43 risks recorded in the Risk 
Register, 23 of which related to Devon Pension Fund management and 20 to 
Peninsula Pensions. The Report summarised the number of risks assigned to 
low, medium and high-risk scores, before and after mitigation. 
  
Across Devon Pension Fund management and Peninsula Pensions, action 
taken to mitigate risks had reduced the number of high risks from 12 to 2. The 
remaining high risks are in respect of: 
  
 • F5- Global Financial Crisis leading to a failure to reduce the deficit. 
 • F2 -Investment strategy not providing sufficient returns longer term. 
  
Members’ questions and discussion points with Officers included: 
  

• A risk had been raised by the auditor in the Report under item 9 
Audit and Action logs which didn’t seem to be included in the 
register concerning Brunel Partnership reporting not detailing the 
start of the fund.  

• Including the Government’s desire to accelerate the 
consolidation of pensions assets by March 2025 as an item on 
the risk register. 

• Updating the target dates for the annual benefit statement and 
the scheme membership data.  

  
The Report was noted. 
  

 131   Investment and Pension Fund Committee 
 
The Board noted the Minutes of the Investment and Pension Fund Committee 
meeting held on 15 September 2023. 
  

 132   Audit and action logs 
 
The Board considered the Report of the Director of Finance and Public Value  
(DF/23/102) on progress made on completing actions arising from internal 
audits and pension board recommendations. 
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The Actions and Recommendations tracker (Appendix 1) included a list of 
actions, recommendations and requests raised by the Devon Pension Board. 
Previously completed actions had been removed. 
  
It was highlighted that outstanding work on the employer performance and the 
administration strategy would be brought to the January meeting.  
  
There was an update on the Devon Pension Fund Cyber Security audit 
actions which were 2 high, 3 medium and 2 low. The Cyber Security follow up 
audit was scheduled for 16 November and an update on this would be 
provided at the next meeting.  
  
It was noted that there were now final reports for Brunel Performance 
Management Reporting – 2022/23 and for the Actuarial Valuation 2022-23. 
There were minor issues around capturing challenge to Brunel by members of 
the Investment and Pension Fund Committee during pre-meetings, however 
these were now being minuted. Further delays in legislation regarding the 
Pensions Regulator has meant the audits have had to be pushed back to 
2024-25.  
  
Members’ questions and discussion points with Officers included: 
  

• Capturing question and answers raised in the briefing for the 
Pensions Board and it was agreed this would be good practice.  

• Possible future risk of producing a levelling up report for the 
pension fund.  

  
The Report was noted. 
  

* 133   Peninsula Pensions Administration - Performance Statistics 
 
The Committee noted the Report of the Director of Finance and Public Value 
(DF/23/99) on Peninsula Pensions’ performance and planned review of the 
Pension Administration Strategy and targets for 2023.  
  
This included the internal target for Peninsula Pensions and expected 
performance requirements from individual Fund employers. Performance 
targets were monitored on a monthly basis via a task management system 
and reporting tool within the pension database. 
  
The Board noted: 
  

• Total performance against the Occupational and Personal 
Pension Schemes (Disclosure of information) Regulations 2013 
for the quarter ending 30 June 2023 was 91% (94% for High 
Priority procedures). 

• As referred to in the performance reports for previous quarters, 
the lower-than expected performance was in part due to delays 
in responses to member information requested from employers. 
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The team had continued to work with employers to implement 
improvements in this area. 

• The team had also continued to concentrate on processing 
outstanding deferred benefit and amalgamation cases in 
preparation for the McCloud remedy and future Pension 
Dashboard, which has impacted performance. Once these cases 
have been completed, we expect to see an improvement in 
performance. 

• The team received a total of 15 compliments between 1 April 
2023 and 30 June 2023. 

• Further information about the detailed breakdown of 
administration performance for the Devon Pension Fund only, 
longer-term performance of Peninsula Pensions and the amount 
of work received over a 12-month rolling period compared to the 
previous year was shown in the appendices to the Report.  

• Peninsula Pensions had staff resource allocated to work on the 
McCloud remedy when required and were in a good position with 
regards to the data preparation that was essential in advance of 
the remedy. 

• Following a successful recruitment exercise, Peninsula Pensions 
were now fully resourced with all new recruits in training 
currently. 

  
Members’ questions and discussion points with Officers included: 
  

• Clarification on work remaining status and acknowledgement that 
some including waiting for responses to action. 

• Increase in work activity from last year due to several leavers in 
that period – some of these could be staff moving into different 
positions also.  

• Update on the Pension dashboard and a meeting had been 
arranged in January with the software providers to ensure the 
system is in place to link to the main national dashboard when 
this was required. There would be procurement exercise for this, 
but it was likely to be quite expensive to ensure it is secure. 

• Data cleansing with employers had been carried out and there 
was confidence in the quality of the data being held in 
preparation for McCloud. 

  
* 134   LGPS Update Report 

 
The Board noted the Report of the Director of Finance and Public Value 
(DF/23/100) on developments affecting the LGPS in relation to: 
  

• The proposed consultation on investment within the LGPS 
• Government desire to “accelerate the consolidation of pension 

assets by March 2025”, with proposals to increase transparency, 
cost savings and the scale of LGPS investment pools. 
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• The consultation response which was discussed at the 

Investment and Pension Fund committee on 15th September. 
The final response was submitted at the end of September and 
can be found attached to the report. 

• The Government had responded to the consultation regarding 
the McCloud regulations and work was progressing on providing 
guidance to local authorities.  

  
Members’ questions and discussion points with Officers included: 
  

• Abolition of the Lifetime Allowance and tax provisions  
• Amendments to pension calculations for leavers, those leaving 

after 1 October should have the correct information, some who 
have retired prior to 1st October will need the calculations 
revisited but this is unlikely to affect many people. 

  
 135   Future Work Programme 

 
The Board received the Report of the Director of Finance and Public Value 
(DF/23/101) on the work programme over the next three meetings. It was 
suggested that the Board should include consideration of the external audit 
report on its schedule, and this would be included at the appropriate time.  
The external audit report was agreed to be reviewed at the January meeting. 
  

 136   Dates of Future Meetings 
 
Dates had been confirmed as Tuesday 30th January 2024, Monday 29th April 
2024, Monday 15th July 2024, Monday 21st October 2024, Wednesday 29th 
January 2025, and Thursday 3rd April 2025. 
 
 
 
NOTES: 

1. Minutes should always be read in association with any Reports for a 
complete record. 

2. If the meeting has been webcast, it will be available to view on the 
webcasting site for up to 12 months from the date of the meeting 
 

*  DENOTES DELEGATED MATTER WITH POWER TO ACT 
 
The Meeting started at 10.32 am and finished at 11.33 am 
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BRUNEL OVERSIGHT BOARD 

Public Minutes 

Thursday 7th September 2023, 10:30 am – 12:35 pm 

Attendees 

 

 

 

Pension Committee Representatives 

Paul Crossley Avon Apologies 

Timothy Butcher Buckinghamshire  

Jayne Kirkham Cornwall  

James Morrish Devon  

John Beesley Dorset  

Robert Gould EAPF Chair 

Lynden Stowe Gloucestershire  

Kevin Bulmer Oxfordshire Vice-Chair 

Peter Seib Somerset Apologies 

Richard Britton Wiltshire  

Fund Officers and Representatives 

Nick Dixon Avon  

Julie Edwards Buckinghamshire  

Sean Johns Cornwall  

William Cresswell Cornwall Minutes 

James Rich Cornwall  

Mark Gayler Devon  

David Wilkes Dorset  

Craig Martin EAPF  

Matthew Trebilcock Gloucestershire  

Sean Collins Oxfordshire  

Anton Sweet Somerset  

Jenny Devine Wiltshire  

Member Representative Observers 

Andy Bowman Scheme Member rep.  

Alistair Bastin Scheme Member rep.  
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Public Minutes 

Brunel Pension Partnership 

Laura Chappell Brunel, CEO  

Denise Le Gal Brunel, Chair  

Liz Mckenzie Brunel, SNED  

David Vickers Brunel, CIO  

Joe Webster Brunel, COO  

James Harbutt  Brunel, Systems Manager Item 6 only 

Tim Dickson Brunel, HoCRT  

Alice Spikings Brunel, SO  

No. Item 

1. Confirm agenda 

Requests for urgent or for information items 

Any new declarations of conflicts of interest 

 There were no new declarations of interest or AOBs. 

2. Review 8th June BOB minutes 

- Review and sign-off of the previous meeting minutes. 

 LS noted, previously the BOB meeting wasn’t deemed the correct forum for a 

discussion on absence rates figures and requested Brunel direct them to the correct 

forum. 

- LC noted Brunel have had no issues with their absence rates. An issue was 

raised previously on the turnover rate which is a separate issue. LC offered to 

catch up with LS offline regarding the absence rate figures. 

- JW noted the absence rate is included on the VFM Scorecard included in the 

CEO report and therefore can be discussed as long as it is not on an individual 

basis. 

The minutes were approved. 

3. Brunel Chair Recruitment update 

 RG confirmed the Brunel Chair Recruitment working group has met and are working 

well. The group has good shareholder representation with Angie Sinclair from Devon, 

Andy Brown from Dorset, and RG from the EAPF. 

The requirements will be published and open to the market shortly.  

 

4. Brunel CEO report 

 - An update from the Brunel CEO on its business activities. 
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 LC presented the CEO report. 

LC highlighted the government consultation.  

LC confirmed the People Strategy has been resolved, vacancies filled, and Brunel are 

back to full capacity. There is another governance review as requested by 

Shareholders to ensure future resilience. 

LC reminded attendees to register for the Brunel investor day in September. 

LC noted risks have started to stabilise. The current greatest risks are procurement risk, 

outsourcing risk, and climate risk.  

JK asked for clarity on the hostile external environment for climate, legal obstacles to 

Brunel’s governance review, and revisiting exclusion lists.  

LC continued the report and noted the dealing process has been reviewed. Brunel 

are assured the dealing process is robust, but still contains manual steps and therefore 

contains some risk. 

ABa asked if the dealing process has been compared with other pools. LC noted the 

dealing process has been compared and other pools have easier process to 

correcting errors due to their differing business model. 

 

5. Brunel CIO update 

 DV noted regarding the hostile external climate environment, the US climate debate 

is becoming weaponised, and RI can result in litigious challenges, especially in Texas.  

DV noted regarding revisiting exclusions, a number of Clients have requested the 

current policy is tightened to allow exclusions and this is in discussion between the 

clients. CofE have implemented exclusions on oil and gas stocks. In Brunel’s 

perspective everything currently invested in meets Brunel’s current Climate Change 

Policy requirements and the TCFD reports offers more detail. 

ABo highlighted human rights abuses, especially in Saudi Arabia. ABo asked if Brunel 

take this account under the “Social” aspect of ESG.  

- DV noted this is taken into account. Difficulties arise as the human rights 

abuses are not reported in the accounts as they are illegal. Therefore the 

“Social” data is hidden. 

- Managers are challenged when the abuses become noticed.  

DV presented the CIO report.  

On a macro scale, DV noted the market is predicting inflation in under control and 

there will not be a recession. DV noted this is possible but unlikely, and therefore they 

are expecting some volatility. 

DV noted 80% of Q2 market performance driven by 7 largest stocks. This has created 

difficulties for active managers the majority of which are underweight the 7 largest 

stocks for diversification reasons. 

DV provided the headline for Brunel’s Q2 performance noting, 3 funds outperformed, 

the 2 target return funds MAC and DRF posted positive returns, 4 funds 

underperformed. The global sustainable fund performed the worst due to being the 

most underweight to the 7 largest stocks. 

DV noted the PAB outperformed traditional indexes. Property portfolio continues to 

outperform. Cycle 1 portfolios performance is becoming more meaningful as they 

have been deployed for a couple of years, and the numbers are good.  

DV noted there are no new managers on yellow or no new controversial holdings. 

DV noted they are redesigning RAG reports to provide a better one-page snapshot. 

Page 17

Agenda Item 6



 

Information Classification: PUBLIC 

DLG commented on DV noting there is a bull market and asked if there is potentially 

a bubble, which is a view expressed elsewhere? 

- DV noted the top stocks are expensive and many multiples their revenue. DV 

has sympathy for views noting there is a bubble.  

ND noted there are different valuations across regions and asked if Brunel are 

beginning to look regionally and focus on better value. 

- DV noted Brunel don’t have mandate to set up regional funds and they 

would have to be requested by Clients. Managers do undertake the analysis 

on their own. 

ABa asked if there are any areas DV recommends Shareholders should be asking 

Brunel to look at or create. 

- DV noted convertible bonds is an asset class that doesn’t usually get 

recommended by investment consultants, but they would recommend clients 

look at it. 

 

6. Client assurance framework (including Investment Update) 

- Cyber Security presentation  

 SJ presented the Client Assurance Framework 

SJ noted Brunel’s Cyber Security was reviewed at the Operations Sub-Group and 

there will be an annual review going forward to provide assurance to Clients. Clients 

also shared their own cyber security processes at the Operations Sub-Group. 

SJ highlighted the underperformance since inception on the portfolio and confirmed 

the client group have discussed it and received assurance from Brunel. 

 

JH presented the Cyber security paper. 

The presentation focused on Brunel’s 4-Layer approach to cyber security, training 

and user awareness, independent assessments, and case studies. 

KB noted their belief that strong passwords create weaknesses as it encourages users 

to write down passwords they can’t easily remember. 

- JH agreed and confirmed Brunel use additional security such as 2 factor 

authentication and single sign on, both minimising the risks from passwords 

and allowing them to not be overly complex. 

- DLG confirmed they had cyber security training recently and passwords will 

be potentially replaced with facial recognition and other processes. 

JH noted Brunel staff undertake yearly cyber security training and additional initiatives 

are set up across the year to keep users engaged with cyber security. 

ABa noted they have experience in IT and emphasised the importance of strong links 

between HR process and IT process. 

- JH confirmed there is strong workflow process between HR and IT. 

- JW confirmed the HR was audited this year and all yellow audit comments 

have been resolved and taken into account. 

7. Cross Pool Performance Data 

 JB noted Dorset’s independent advisor has recommended using relative 

performance with other pools to provide assurance and performance comparisons. 

JB recognises establishing mechanisms to compare performance across pools would 
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be difficult and therefore they would like a discussion to see if the data would be 

meaningful and value for money. 

 

DV noted they personally prefer comparing against a wider peer group than just the 

pools and has introduced these comparisons into the BIRC reports. This will be pulled 

out into the RAG report update alongside a crib sheet helping to arm councillors. 

DV noted the majority of performance is driven by the Clients individual investment 

strategy and the asset allocation. DV noted they could create attribution between 

Clients’ performance and their investment management, e.g., being overweight to 

property and now looking to sell would create a loss.  

DLG noted independent advisors are providing advice on the strategic allocations 

and therefore should already have the knowledge DV provides.  

LS asked if Brunel have benchmarking figures against other pools. 

- LC confirmed benchmarking figures to other pools are not available but 

individual client figures are available. 

- LC noted the government are consulting on how to best benchmark between 

pools. 

ND noted longer term performance is more important than performance over the 

quarter. 

 

8. LGPS Consultation 

 SC noted the Client Group have attempted to set out where they believe is 

consensus with regards to the response to the government consultation.  

ABo noted for information, their union is planning on responding to the consultation 

with similar views expressed. 

JB noted the Scheme Advisory Board communications are sharing the same views. 

9. Brunel Chair/SNED Update 

 DLG noted there are currently 9 consultations on going regarding pensions reform 

and goes way beyond the LGPS. 

DLG noted the Shareholder Forum was great. There will be further engagements in 

the Autumn. 

10. Any other urgent or for information items 

Future Meeting Dates: 

• 13th December 2023 

• 25th January 2024 

• 7th March 2024 

• 6th June 2024 

• 5th September 2024 

• 5th December 2024 

 RG noted the future meeting and there were no AOBs 
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DF/23/107 
Investment and Pension Fund Committee  
24 November 2023 
 

AUDIT REPORT ON THE PENSION FUND STATEMENT OF 
ACCOUNTS 2022/23 

Report of the Director of Finance and Public Value  

Please note that the following recommendations are subject to consideration and 

determination by the Committee before taking effect.  

 

1) Recommendation 

 
That the Committee be asked to note the Audit Findings Report from Grant Thornton. 
 
 

2) Introduction 

 
2.1 The draft Pension Fund Annual Report and Accounts were presented for approval at 

the last meeting of the Committee. It was resolved that the Pension Fund Annual 
Report and Accounts for 2022/23 be adopted, subject to approval of the Statement of 
Accounts by the Devon County Council Audit Committee and completion of the 
external audit. At the time the audit had not been completed and the Audit Findings 
Report for the Pension Fund was not available for review by the Committee. 
 

2.2 The external audit has now been substantially completed by Grant Thornton, subject 
to a small number of remaining items, and the draft Audit Findings Report is attached 
at Appendix 1 to this report.   
 

2.3 This report also updates the Committee on the audit of accounts for 2020/21 and 
2021/22. 

 
 

3) Audit of Previous Years’ Statement of Accounts 

 
3.1 The Pension Fund Statement of Accounts also forms part of the Devon County 

Council Statement of Accounts. At the time of the September Committee, the 
external auditors had yet to issue audit opinions on the Authority’s Statements of 
Accounts for 2020/21 and 2021/22. These opinions have now been issued. 

 
3.2 The opinion that is required for the Pension Fund Annual Report is a “consistency 

opinion”. These are to provide the auditor’s opinion that the version of the Statement 
of Accounts contained in the Annual Report is consistent with the version in the 
County Council’s Statement of Accounts. The consistency opinion for the 2020/21 
Annual Report has now been issued. The 2021/22 Report required a couple of 
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amendments which are in the process of being made before a revised copy is 
provided back to Grant Thornton for final review so that the consistency opinions can 
be issued. 

 
3.3 Once the consistency opinion has been issued for 2021/22, we will then be able to 

formally publish the annual reports for both 2020/21 and 2021/22. They have 
previously been published on the Fund’s website as draft versions.     

 
 

4) Audit Findings Report 

 
4.1 The draft Audit Findings attached at Appendix 1 includes an evaluation of the 

Pension Fund's internal controls environment, including its IT systems and controls 
and substantive testing on significant transactions and material account balances, 
including the procedures outlined in the report in relation to the key audit risks. 

 
4.2 Following Grant Thornton’s report last year, some changes have been made to the 

journal process used to replicate the transactions and asset valuations held within 
the Fund Custodian’s accounting system into the Devon CC Pension Fund ledger. 
For 2022/23 investment journals that originate from the Investments database have 
been prepared by the Investment Manager, input by the Pension Fund Accountant 
and authorised by the Head of Investments. This amended practice, primarily 
intended to achieve the objective of improved operational resilience, does also 
address the segregation of duties risk reported by the Auditor. 

 
4.3 The report sets out a small number of outstanding items, including: 

 Completion of journals testing. 

 Further review of IT controls. 

 Review of the final version of the Statement of Accounts and the Pension Fund 
Annual Report. 

 
4.4 A representative of Grant Thornton will be available at the Committee to go through 

the report and answer any questions. 
. 
 

5) Conclusion 

 
5.1 Subject to the small number of outstanding matters, Grant Thornton anticipate 

issuing an unmodified audit opinion. The Committee is asked to note the Audit 
Findings Report. 

 
 
Angie Sinclair 
Director of Finance and Public Value 
 
Electoral Divisions: All  
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Local Government Act 1972: List of background papers 

Nil 
 
Contact for enquiries: 
Name: Mark Gayler  
Telephone: 01392 383621 
Address: Room 196 County Hall 
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DF/23/108 
Investment and Pension Fund Committee  
24 November 2023 
 

INVESTMENT MANAGEMENT REPORT  

Report of the Director of Finance and Public Value  

Please note that the following recommendations are subject to consideration and 
determination by the Committee before taking effect.  

 

1) Recommendation 

That the Committee be asked: 
(a) To note the Investment Management Report. 
(b) To note compliance with the 2023-24 Treasury Management Strategy. 

 

2) Fund Value and Asset Allocation 

 
The table below shows the Fund value and the asset allocation for the Fund compared to 
the proposed 2023/24 target asset allocation as at 30 September 2023. 
 
Fund Value and Asset Allocation as at 30 September 2023 
 

Fund Value 

as at 

30.09.23

Fund asset 

allocation 

at 30.09.23

Variation 

from 

Target

£m % % %

Fixed Interest

Sterling Corporate Bonds 396.4 7 7.4

Multi-Asset Credit 658.6 12 12.3

Cash 154.4 1 2.9

1,209.4 20 22.6 +2.6

Equities

Passive Equities 1,459.5 25 27.2

Global High Alpha Equities 306.9 5 5.6

Global Smaller Companies 275.3 5 5.1

Emerging Markets 230.9 5 4.3

Sustainable Equities 499.7 10 9.3

2,772.3 50 51.5 +1.5

Target 

allocation 

2023/24
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Fund Value 

as at 

30.09.23

Fund asset 

allocation 

at 30.09.23

Variation 

from 

Target

£m % % %

Alternatives/Other

Diversifying Returns Funds 158.7 3 3.0

UK Property 369.7 8 6.9

International Property 102.4 2 1.9

Infrastructure 487.4 9 9.1

Private Equity 65.4 3 1.3

Private Debt 181.0 4 3.4

Local Impact Portfolio 17.1 1 0.3

1,381.7 30 25.9 -4.1

Total Fund 5,363.4 100 100.0

Target 

allocation 

2023/24

 

The key points with regard to the end of quarter asset allocation are summarised below: 

a) The Fund value as at 30 September 2023 stood at £5,363.4 million, broadly at the 
same level as it stood at the end of June, representing an increase of around £50 
million over the financial year to date. 

b) At the June meeting of the Committee, it was agreed that the UK and core global 
developed passive allocations should be consolidated into the Global Paris Aligned 
Benchmark passive fund. This change was implemented during October/early 
November, post the September quarter end. We were able to take advantage of a 
redemption from the Paris Aligned fund by Avon to reduce the costs of the 
transaction. 

c) At the September meeting of the Committee, it was agreed that £50 million be 
moved from passive equities to corporate bonds, as part of the consolidation of the 
passive allocation. The Committee also agreed on a temporary basis to hold a higher 
allocation in cash pending private market drawdowns, which would be taken from the 
Diversified Returns Funds (DRF) portfolio.  

d) It was subsequently agreed with Brunel that in order to reduce the transition costs of 
these moves, the addition of £50 million to the Corporate Bond portfolio should be 
taken from the DRF portfolio, and that the £50 million intended reduction in the 
passive equity allocation would then be retained as cash.  The end result will be in 
line with the committee decision, but the revised implementation process will have 
saved on costs.  

e) The £50 million addition to Sterling Corporate Bonds was therefore made in late 
September, taking that portfolio up to target. The DRF allocation was reduced to its 
interim 2023/24 target of 3%. As at the end of September, the cash allocation stood 
at 2.9%.  

f) The underweight allocation continues to be that to private markets. Significant 
commitments have been made to bring private debt and private equity up to the 
target level, but these will still take some time to be fully drawn. 

g) Over the quarter, the first investment was made from the Local Impact Portfolio. 
However, the £17 million investment in the Quinbrook Renewables Impact Fund was 
from the commitment to the core fund, while the local Devon opportunities are still to 
be accessed.  
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h) Following the passive consolidation and the rebalancing agreed at the last meeting 
of the Committee, it is not proposed to undertake any further rebalancing at this time. 

Geographical Weighting of Equity Allocation 

i) The following chart gives the geographical split of the Fund’s equity allocations 
against the FTSE All World Index geographical weightings. 

Geographical Split of Equity Allocation compared to the FTSE All World Index

UK Europe North Asia/ Emerging

Ex UK America Pacific Markets

                %

Fund: March 2023 17.7 15.1 50.0 6.9 10.3

Fund: Sept 2023 16.9 14.9 51.7 6.3 10.1

FTSE All World 3.9 12.5 63.1 10.7 9.8

0.0

20.0

40.0

60.0

80.0

 

 

j) As at 30th September, the Fund retained an overweight to the UK via the investment 
in the UK Climate Transition Benchmark (CTB) Tracker Fund. The decision to 
consolidate the Fund’s passive equity allocation, including the UK CTB Funds, into 
the global developed Paris aligned benchmark fund was implemented in late 
October/early November. Therefore, the UK allocation will more closely align to its 
weighting in the FTSE All World and other global indices at the end of the current 
quarter (to 31 December). 

 
 
3) Fund Performance 

The performance of the Total Fund over the last quarter, the financial year to date, and on a 
rolling three and five year basis is shown in the following chart. 
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Longer Term Fund Performance Summary 

 
Source for LGPS Universe: PIRC Local Authority Pension Performance Analytics 
 
The performance statistics quoted are net of fees. The LGPS universe figures for the last 
quarter are based on the asset allocation of the PIRC Local Authority Universe with index 
returns applied. The previous periods are updated to include actual Universe returns.  
 
The return was flat for the quarter to 30 September, resulting in an unchanged positive 
return of +1.3% over the financial year to date, compared with the fund strategic benchmark 
of +2.7%, and just behind the LGPS Universe average of +1.5%. The key areas of under-
performance against benchmark were Sustainable Equities and Infrastructure.  
 
A breakdown of the performance of the Total Fund for the financial year to date and three 
years to 30 September 2023 and the comparative Index returns are shown in the following 
table:  
 

Latest Quarter 2023/24 3 Years 5 Years

% % % pa % pa

Fund 0.0 1.3 5.8 4.4

Benchmark 0.7 2.7 7.6 6.0

Relative Return -0.7 -1.4 -1.8 -1.6

LGPS Universe 0.9 1.5 5.8 4.9

0

5

10

Return
%
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Performance to 30 September 2023 

Financial Year 

To Date
Three Years

Benchmark Description

Fund 

Return

Bench 

mark

Fund 

Return

Bench 

mark

% % % %

Fixed Interest

Investment Grade Bonds -0.2 -1.2 -7.0 -7.3 iBoxx Sterling Non-Gilts 
1

Multi-Asset Credit +3.8 +4.4 +1.8 +6.6 GBP SONIA +4% 
1

Cash +0.8 +2.3 +0.7 +1.5 GBP 7 Day LIBID

Equities

Passive Equities +3.3 +3.3 +10.1 +10.2 Devon Passive Index

Global High Alpha Equities +3.3 +4.8 +8.3 +10.7 FTSE World / MSCI World

Global Smaller Companies -2.0 +0.2 - - MSCI World Small Cap

Emerging Markets -2.4 -0.5 -1.6 +0.6 MSCI Emerging Markets

Sustainable Equities -4.1 +4.2 - - MSCI AC World 

Alternatives/Other

Diversifying Returns Funds +3.0 +4.4 +3.0 +5.7 GBP SONIA +4%
 1

UK Property +1.5 -0.3 +3.5 +2.1 AREF/IPD UK All Property

International Property -2.4 -7.8 +7.4 +5.9 MSCI Global Property

Infrastructure -1.4 +4.4 +7.3 +10.9 CPI + 4%
 1

Private Equity +3.5 +4.2 - - MSCI AC World 

Private Debt +9.0 +4.4 +10.3 +10.9 CPI + 4%
 1

Local Impact Portfolio 0.0 +0.5 - - 7% p.a. Return

Total Fund +1.3 +2.7 +5.8 +7.6  Devon Bespoke Index

Sector

 
Notes 
1. the benchmark shown is the current benchmark, but the benchmark return will also incorporate 

the benchmarks applicable for the earlier part of the 3 year period where the benchmark has 
changed as a result of transition to Brunel.  

 
a) The Sterling Corporate Bonds portfolio delivered a positive return of 2.4% over the 

quarter, reversing the negative return in the previous quarter. The Multi-Asset Credit 
(MAC) portfolio also delivered a positive performance. 

b) Within equities the biggest underperformance against benchmark was on 
Sustainable Equities. This quarter saw market sentiment shift to favour more value-
orientated, defensive strategies. The oil price increased as Saudi Arabia and Russia 
cut back on production. Moreover, central banks confirmed rates were likely to stay 
higher for longer and the market ultimately discounted an imminent rate cut, which 
again favoured defensive stocks. This market environment favoured stocks with high 
ESG risks, and as a result more sustainable focused portfolios under-performed.   

c) Infrastructure was the other significant area of relative underperformance over the 
quarter. Rising interest rates have impacted on both Infrastructure and Private 
Equity, as they have fed through to an increase in the cost of capital, most obviously 
in debt funding costs. This has impacted on valuations to some extent, while the use 
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of an inflation plus benchmark for Infrastructure has contributed to the 
underperformance given the continuing high level of inflation.  

Currency Hedging 

d) The following graph shows the value of Sterling against a weighted average of the 
other major currencies, over the three years to 31 March 2023. The currency 
strategy agreed by the Committee is to increase or decrease the hedge ratio on the 
Fund’s global passive equity funds based on the ranges as shown on the chart. The 
middle (base 100) position reflects a weighted average of £1 = $1.40, £1 = €1.15 and 
£1 = ¥150. 

Value of Sterling v. Weighted Average of US Dollar, Euro and Yen 

 

e) The value of the pound fell over the quarter from $1.2714 as at 30 June to $1.2207 
as at the end of September. As a result, the hedge ratio increased to 75% at the end 
of September.   

f) Over the quarter, an unhedged strategy would have delivered a higher return on the 
global developed passive portfolio, but over the longer periods of one and three 
years the hedging strategy has delivered a better return than both a fully hedged or a 
fully unhedged portfolio. This is illustrated in the following chart.  

Change to 100% Hedge Change to 50% Hedge

Change to 75% Hedge

80

85

90

95

100

105

110

115

25% Hedge

0% Hedge

50% Hedge

75% Hedge

100% Hedge
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4) Funding Level 

The triennial actuarial valuation, as at 31 March 2022, carried out by the Fund Actuary, 
Barnett Waddingham, determined that the Devon Pension Fund had a funding level of 
98.4%.  
 
The Fund Actuary has provided a funding update, as at 30 September 2023, using the 
approach of rolling forward the data from the 2022 valuation, and updating it for subsequent 
investment returns, pension and salary increases. While it is not possible to assess the 
accuracy of the estimated liability as at 30 September 2023 without completing a full 
valuation, the results will be indicative of the underlying position.  
 
a) The returns over the period since the 2022 Triennial Valuation are shown in the 

following table. 
 

Return since 31 March 2022 compared with Actuarial Assumption 

Actuarial 
Assumption 

Actual 
Return 

2022/23 4.7% -1.5% 
2023/24 4.7% 1.3% 
Return since 31/03/2022 (annualised) 4.7% -0.1% 

 
 
b) The negative annualised investment return of -0.1% since March 2022 is well below 

the Actuary’s assumption of a +4.7% return. This has a negative impact on the value 
of Fund assets and therefore on the funding level.  

Returns Cumulative Last Annualised

Since 30/09/20 Quarter 1 Year 3 Years

Hedged +29.7% -2.5% +20.3% +9.1%

Unhedged +34.4% +0.7% +12.0% +10.3%

Devon +36.1% -0.9% +20.9% +10.8%

100

125

150

World Developed Passive Performance

Cumulative Return over Three Years

Hedged Unhedged Devon
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c) The valuation of liabilities depends on the assumptions used by the Actuary, in 

particular those for pension and salary increases and the discount rate applied to 
liabilities. The assumptions used by the Actuary for the September 2023 funding 
update, compared with those used in the 2022 Triennial Valuation are shown in the 
following table. 
 

 
 

d) The assumption for pension and salary increases has been reduced, but this is offset 
by the pension increase applicable from April 2023, which is now reflected as an 
actual increase. The average inflation assumed going forward therefore now 
excludes the April 2023 increase. The assumed discount rate going forward has also 
been increased. 
 

e) The chart below shows the change in the estimated funding level between 31 March 
2022 and 30 September 2023. The circled items show the effect of employer and 
employee contributions paid into the fund over the year offset by the additional 
pension liability accrued over the year, and then the impact of the April 2023 pension 
increase offset by the reduced inflation assumption going forward. The biggest 
impact is from the negative investment return during 2022/23 which has the effect of 
reducing the funding level by 5.8%. 
 

 
 

Pension Increases (CPI) 2.90% 2.51%

Salary Increases 3.90% 3.51%

Discount Rate 4.70% 4.93%

Actuarial Assumptions March 

2022

September

2023
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f) In summary, the estimated funding level as at 31 March 2023 is 94.0%, compared 
with the funding level as at the 2022 Triennial Valuation of 98.4%. While this is a 
decrease from the 2022 funding level, it is a slight improvement on the estimated 
level as at 31 March 2023, which was 93.3%. The small improvement is largely due 
to the changes in the discount rate applied as at 30th September. 
 

 

5) Budget Forecast 2023/24 

Appendix 1 shows the income and expenditure for 2023/24 against the original budget 
forecast. The following points should be noted. 

a) Contributions income to date is ahead of the budget and is forecast to be higher than 
the original budget forecast for the year. There have also been a high number of 
transfers in processed during the year to date, and these are now forecast to be 
higher than the original budget. 

b) Investment income from property, infrastructure and private debt is received in cash 
and can be used to aid cashflow. Income to date is ahead of budgeted income. 

c) The high actual expenditure to date on Peninsula Pensions is because the annual 
licence fee for the pension administration system is paid during the first quarter. In 
addition, Somerset Pension Fund will not have been invoiced for their share. 
Therefore, no significant variance is anticipated at year end at this stage. 

d) The invoiced investment management fees line represents the overhead costs of 
Brunel. All other fees are taken directly from the funds and are charged based on a 
percentage of the value of the assets under management. No significant variances 
are expected at this stage, but much will depend on asset performance over the rest 
of the financial year. 

e) Transaction costs for the year to date are higher than expected, to some extent 
reflecting initial costs in relation to new private market fund commitments. The 
forecast for the year has been increased to reflect that. 

f) Oversight and Governance costs are anticipated to be in line with the budget 
forecast. The pattern of expenditure on these headings will be variable across the 
year depending on when charges are raised.  

 

6) Cash Management 

The following table shows that the unallocated cash on deposit, as at 30 September 2023, 
was £146.3 million, plus $1.8 million in US Dollars. By 31 October, the cash on deposit had 
reduced to £113.2 million, plus $1.9 million in US Dollars, following private market calls 
totalling over £30 million during October.  

As agreed at the September meeting of the committee, a higher level of cash is currently 
being held, given that rates of between 5% and 6% can now be achieved. A further £48 
million was added to the cash balance at the beginning of November as a result of the 
passive reallocation. 
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Cash on Deposit 

 
 
Points to note: 

a) The weighted average rate being earned on GBP cash deposits, as at 30th 
September 2023, was 5.51%. Given that rates have now stabilised, the average rate 
was little changed at the end of October. 

b) The deposits in place during 2023-24 have fully complied with the Fund’s Treasury 
Management and Investment Strategy. 

 
 

7) Voting and Engagement 

As a responsible investor, the Fund should report regularly on its engagement activity. Each 
year the Financial Reporting Council (FRC) publishes a list of asset owners and asset 
managers who are accredited signatories to the UK Stewardship Code, which sets high 
standards for how asset owners should fulfil their responsibilities as owners of the assets 
they hold. The Devon Pension Fund are accredited signatories to the Code. 
 
Voting and engagement are delegated to the Brunel Pension Partnership for the actively 
managed equity portfolios and to Legal and General Investment Management (LGIM) for 
the passive portfolios. On significant issues, Brunel may request that their shares held by 
LGIM are split out and a different vote made. The voting records of Brunel and LGIM at 
company meetings held over the last quarter is summarised in the following table. 

Votes Cast at Company Meetings in the quarter to 30 September 2023 

 
 

GBP Deposits £m % £m %
Call and Notice Accounts Immediate 56.3 5.27 23.2 5.29

35 Day Notice 0.0 0.0

Term Deposits <30 Days 0.0 0.0

>30 Days 90.0 5.66 90.0 5.66

TOTAL GBP 146.3 5.51 113.2 5.58

USD Deposits $m % $m %

Call and Notice Accounts Immediate 1.8 5.40 1.9 5.42

Type of Deposit Maturity 

period

Actual 

as at 

30/09/23

Average 

Interest 

Rate

Current 

as at 

31/10/23

Average 

Interest 

Rate

Manager

Number of 

Meetings

Number of 

Resolutions

Votes against 

management 

recommendation

Brunel / LGIM Passive Portfolios 280                3,584             468                          

Brunel - Active Portfolios 113                963                150                          

Quarter to 30 September 2023
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Points to note: 

a) Brunel actively vote the shares held within their funds on behalf of their client funds, 
including Devon. The Brunel/LGIM passive allocation will include all the companies 
in the relevant indices, both UK and across the developed world, hence there are 
many more meetings voted at than for the active portfolios.  

b) The votes against management recommendations will reflect matters where there is 
concern that the company is not addressing the relevant issue and managing it 
effectively. The Devon Fund would expect that the votes against management 
should be primarily on the priority areas set out in the Fund’s Investment Strategy 
Statement. An analysis of the issues where votes have been cast against 
management recommendations is set out below. 

Votes against management recommendation by issue 
Quarter to 30 September 2023 

 

     Board stucture

     Remuneration

     Shareholder

 resolutions

     Capital structure and

 dividends

     Amend articles

     Audit and accounts

     Investment, mergers

 and acquisitions

     Other

76

48

8

6
5 3 4

Brunel Active Portfolios
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Director Related

Remuneration

Capital Structure and Dividends

Audit and accounts

Environmental/Climate

Social/Human Rights/Diversity

Corporate Governance

Restructuring/M&A

Other

235

129

17

41

6 6
12 5

17

Brunel Passive (LGIM) Portfolios

 

 

c) The Fund is also a member of the Local Authority Pension Fund Forum (LAPFF), 
who undertake engagement activity on behalf of their member funds. Where 
significant issues arise on the agendas of company meetings, LAPFF will issue 
voting alerts, with recommendations on how to vote. The Devon Fund will then pass 
on these recommendations to Brunel and ask them to report back on how they have 
voted.  

d) A summary of the voting alerts issues by LAPFF during the quarter to 30th 
September is attached at Appendix 2 to this report. This includes details of how 
Brunel and LGIM voted on the issues raised and their rationale for the way they cast 
their votes. There were only two voting alerts issued over the quarter, as few 
companies hold their AGMs over the Summer period. 

e) Brunel and/or LGIM may take a different view to LAPFF on some of the issues 
raised, particularly where they think a company is moving in the right direction which 
should be encouraged, but where LAPFF still feel the company is falling short. On 
National Grid, for example, Brunel and LGIM took the view that the company should 
be supported in the work it is undertaking on transitioning its business. The shares 
are held within Brunel’s Sustainable Equities portfolio due to the positive impact the 
company can have on the transition. However, LAPFF’s view is that the company is 
not moving fast enough to transition its US business away from gas pipelines to its 
electricity network. LAPFF also seeks more transparency on political lobbying, but 
the company has a policy of not making political donations and put forward the 
resolution on political donations to be compliant with UK law.   

f) Brunel conduct significant engagement with investee companies on behalf of the 
Devon Fund and other clients. A breakdown of the engagement undertaken over the 
last quarter is summarised in the following charts: 
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Number of Companies 
Engaged With, By Region 

 Breakdown of Issues  
Engaged On 

           

United Kingdom Environmental

Europe Social and Ethical

North America Governance

Asia/Pacific Strategy Risk and Communication

Emerging Markets  

 

g) More details on Brunel’s engagement can be found in their quarterly report. 

h) The LAPFF quarterly engagement report for the quarter to 30 September is attached 
at Appendix 3 to this report. The report leads on LAPFF’s engagement with the 
banking industry on climate change. While we have had a lot of lobbying on investing 
in the equity of fossil fuel supply companies, it is generally the banks where they get 
most of their finance for new exploration, so engagement with banks is crucial to the 
transition. LAPFF also prioritise significant engagement with mining companies. 
While mining tends to be a carbon intensive activity, many of the minerals being 
mined are crucial to the transition. 

 
 
Angie Sinclair 
Director of Finance and Public Value 
 
Electoral Divisions: All  
 

Local Government Act 1972: List of background papers 

Nil 
 
Contact for enquiries: 
Name: Mark Gayler  
Telephone: 01392 383621 
Address: Room 196 County Hall 
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Appendix 1

Actual

Original 

Forecast

Actual to 

Sept Revised Variance

2022/23 2023/24 2023/24 Forecast 2023/24
£'000 £'000 £'000 £'000 £'000

Contributions

Employers (141,245) (165,000) (86,153) (170,000) (5,000)

Members (49,905) (52,000) (25,231) (52,000) 0

Transfers in from other pension funds: (13,253) (14,000) (12,452) (18,000) (4,000)

(204,403) (231,000) (123,836) (240,000) (9,000)

Benefits

Pensions 176,799 200,000 97,295 200,000 0

Commutation and lump sum retirement benefits 27,720 30,000 18,257 30,000 0

Lump sum death benefits 3,826 4,000 2,537 4,000 0

Payments to and on account of leavers 981 1,000 448 1,000 0

Transfers Out 9,140 10,000 7,437 10,000 0

218,466 245,000 125,974 245,000 0

Net Withdrawals from dealings with fund members 14,063 14,000 2,138 5,000 (9,000)

Investment Income (39,113) (40,000) (21,937) (40,000) 0

Administrative costs

Peninsula Pensions 2,602 2,864 2,158 2,864 0

2,602 2,864 2,158 2,864 0

Investment management expenses

External investment management fees - invoiced 1,511 1,650 1,264 1,650 0

External investment management fees - not invoiced 21,602 24,000 10,763 24,000 0

Custody fees 30 35 4 35 0

Transaction costs 1,980 1,800 2,391 3,500 1,700

Class Action Proceeds 0 0 0 0 0

Other investment management expenses 27 30 7 30 0

25,150 27,515 14,429 29,215 1,700

Oversight and governance costs

Investment & Pension Fund Committee Support 92 95 50 95 0

Pension Board 41 45 22 45 0

Investment Oversight and Accounting 388 420 185 420 0

Brunel Pension Partnership 20 10 0 10 0

Legal Support 37 30 0 30 0

Actuarial Services 107 40 29 40 0

Investment Performance Measurement 72 75 0 75 0

Subscriptions 58 61 16 61 0

Internal Audit fees 21 24 0 24 0

External Audit fees 47 50 (10) 50 0

883 850 292 850 0

Total Management Expenses 28,635 31,229 16,879 32,929 1,700

Devon County Council Pension Fund  Budget Forecast 2023/24
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Appendix 2

LAPFF Voting Alerts - Q3

National Grid PLC - 10 July 2023 Active Portfolios held in:

Target Resolutions
LAPFF 

Recommend-

ation

LGIM 
(Passive) Vote

Brunel 
(Active) Vote

Vote Outcome

Approved

(99.5% votes for)

Approved

(97.8% votes for)

Rationale for vote:

FedEx Corporation - 21 September 2023 Active Portfolios held in:

Target Resolutions
LAPFF 

Recommend-

ation

LGIM 
(Passive) Vote

Brunel 
(Active) Vote

Vote Outcome

Not Approved

(68.5% against)

Rationale for vote:

6 Shareholder proposal: Just Transition Report For For N/A

1 To receive the Annual Report and Accounts Oppose For For

18 Oppose For ForTo authorise the Company to make political donations

None

LAPFF's concern on political donations was around lobbying. However, this was a routine proposal seeking to avoid accidental 

breach of UK law as the company has a policy not to make UK political donations. In addition, postive engagement has resulted in 

National Grid publishing an updated Responsible Lobbying Policy on its website.

Sustainable Equities

Climate change: A vote in favour was applied as LGIM expects companies to be taking sufficient action on the key issue of climate 

change.
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����� ����  !"#$%!"&'()*+,-./,0+0/)/,1234567869:;<4=>?@ABCDEFBGHHIJHKLHMNOPLJHQRKSTULMNNVHUTWPXRKLTYHJZMJHWNKOMJTHWZMRXTH[PLTLHLKXRK\WMRJHLVLJTOKWHMRYHWPO[MRV]NTSTNHUKL̂L_H̀TJaHYTL[KJTHJZTHNTSTNHPbHKRSTLJOTRJHUKL̂LHMRYHJZTHRTTYHbPUHWM[KJMNHTc[TRYKJQUTHJPHYTNKSTUHJZTHJUMRLKJKPRaHKRSTLJPULHMUTHRPJH[UPSKYTYHdKJZHMHL[TWK\WHSPJTHPRHJZTKUHWNKOMJTH[NMRLHbPUHLZMUTZPNYTUHM[[UPSMN_HILLQTULHMUTHKRWUTMLKRXNVHLTJJKRXHPQJHJZTKUHWNKOMJTHMOeKJKPRLHdKJZKRHMHJUMRLKJKPRH[NMR_HIJHKLHMNLPHLPOTJZKRXHUTXQNMJPULHMUTHNPP̂KRXHMJ_HfPUHTcMO[NTaHJZTHghiLHjUMRLKJKPRHkNMRHjML̂bPUWTaHTLJMeNKLZTYHeVHlmHjUTMLQUVaHKLHYTSTNP[KRXHMHnXPNYHLJMRYMUYiHbPUHWNKOMJTHJUMRLKJKPRH[NMRL_HoSTUHJZTH[MLJHJdPHVTMULaHpqkffHZMLHLTRJHNTJJTULHJPHJZTHfjrsHqNN]rZMUTHWPO[MRKTLHUTtQTLJKRXHMHSPJTHPRHWNKOMJTHJUMRLKJKPRH[NMRL_HuZKNTHpqkffHZMLHeTTRHTRWPQUMXTYHeVHJZTHLQeLJMRJKSTHUTL[PRLTLaHLQWZHUTLPNQJKPRLHYQUKRXHvwvxHdTUTHbMUHbUPOHLJMRYMUYH[UMWJKWTaHKRWNQYKRXHMOPRXHZKXZ]TOKJJKRXHWPO[MRKTL_�CyEBFBzGHjPHWPRJKRQTHJPHTRWPQUMXTHWPO[MRKTLHJPH[UPSKYTHLZMUTZPNYTULHdKJZH LQWZHMHSPJTaHpqkffHPUXMRKLTYHMHNTJJTUHJPHx{HWPO[MRKTLHKRHZKXZ]TOKJJKRXHLTWJPULHWPRLKYTUTYHJPHbMWTHZTKXZJTRTYHWNKOMJTHUKL̂LaHdZPLTHMWJKPRLHMUTHTLLTRJKMNHJPHJZTHMWWTNTUMJTYHMWJKPRHUTtQKUTYHJPHOTTJHJZTHkMUKLHXPMNLHMRYHdZTUTHJZTHUKL̂LHKRSTLJPULHbMWTHMUTHLQeLJMRJKMN_jZTHNTJJTUaHNK̂THJZTH[UTSKPQLHPRTaHdMLHLQ[[PUJTYHeVH||pqHIRSTLJOTRJHmMRMXTOTRJaHrMUMLKRH}HkMUJRTULHMRYHJZTHsJZPLHfPQRYMJKPR_HpqkffHXMKRTYHJZTHLQ[[PUJHPbHMHdKYTUHXUPQ[HPbHKRSTLJPULHMRYHKRHJPJMNHZMYH~�HLKXRMJPUKTLHdZKWZHWPNNTWJKSTNVHUT[UTLTRJTYH�~_�HJUKNNKPRHKRHMLLTJLHQRYTUHOMRMXTOTRJ_HjZTHNTJJTUHLJUTLLTYHJZTHWNKOMJT]UTNMJTYHUKL̂LHJPHKRSTLJPUL_HIJHMNLPHQUXTYHWPO[MRKTLHJPH[UPSKYTHLQWZHSPJTLHJPHTRMeNTHLZMUTZPNYTULHJPH\ULJHTc[UTLLHJZTKUHSKTdHPRHWNKOMJTHLJUMJTXKTLHJZUPQXZHMHL[TWK\WHq�mHSPJTHUMJZTUHJZMRHKOOTYKMJTNVHSPJKRXHMXMKRLJHJZTHWZMKUHPUHMRPJZTUHePMUYHOTOeTU_HjZTHNTJJTUHUTtQTLJTYHMHUTL[PRLTHLPHJZMJHJZTHLKXRMJPUKTLHWPQNYHOM̂THMRHKRbPUOTYHMLLTLLOTRJHPbHJZTHWPO[MRViLH[PLKJKPR_H��������B��GHHpqkffHdKNNHeTHJUMŴKRXHJZTHUTL[PRLTLHJPHJZTHNTJJTUHMRYHdKNNHWPRJKRQTHJPHTRXMXTHdKJZHWPO[MRKTLHMePQJHZPNYKRXHMHWNKOMJTHJUMRLKJKPRH[NMRHSPJT_HjZKLHWPQNYH eTWPOTHMRHKO[PUJMRJHMUTMHPbHLZMUTZPNYTUHbPWQLHKbHJZTHUTWPOOTRYMJKPRLHPbHJZTHjUMRLKJKPRHkNMRHjML̂bPUWTHMUTHKRJUPYQWTY_HpqkffHLQ[[PUJLHLQWZHSPJTLHeTWPOKRXHOMRYMJPUVHMRYHdKNNHUMKLTHJZTHKLLQTHdZTUTHM[[UP[UKMJTHdKJZH[PNKWVOM̂TUL_H�;8;8�648�6��<486�;��=�?@ABCDEFBG�uZKNTHpqkffHKLHWPRJKRQKRXHJPHTRXMXTHdKJZH�8�:76�<>�;�48�6����6�:>8�7�>�6�;76�;8=7aHMRYH�4:>HPRHJZTKUHZQOMRHUKXZJLH[UMWJKWTLaHpqkffHZMLH[KŴTYHQ[HMHRTdHOKRKRXHWPO[MRVHTRXMXTOTRJHdKJZH����76�>�;�7_HpqkffHZMLHeTTRHM[[UPMWZTYHeVHWPOOQRKJVHOTOeTULHM�TWJTYHeVHMHvw~�HNTM̂HMJHPRTHPbHJZTHWPO[MRViLHJMKNKRXLH[PRYLHKRHrPRPUMaHmTcKWP_HjZTHOMKRHPe�TWJKSTHPbHJZTLTHTRXMXTOTRJLHKLHJPHTRLQUTHJZMJHJZTHWPO[MRKTLHQRYTULJMRYHJZMJHMRVHbMKNQUTHJPHUTL[TWJHZQOMRHUKXZJLHMRYHTRSKUPROTRJMNHKO[MWJLHWPQNYHZMSTH\RMRWKMNHWPRLTtQTRWTLHbPUHJZTOHMRYHbPUHJZTKUHLZMUTZPNYTUL_HoRTHPbHJZTHOMKRHOKNTLJPRTLHpqkffHKLHNPP̂KRXHbPUHKLHZPdHdTNNHJZTHWPO[MRKTLHMŴRPdNTYXTHMRYHTRXMXTHdKJZHJZTHdPÛTULHMRYHWPOOQRKJKTLHJZTVHM�TWJ_Hs�TWJKSTHLJM̂TZPNYTUHTRXMXTOTRJHKLHKO[PUJMRJHJPHpqkffHePJZHMLHMHZQOMRHUKXZJLHKO[TUMJKSTHMRYHeTWMQLTHKJHWMRHTc[TYKJTHNTLLHWPLJNVHLPNQJKPRLHJPHP[TUMJKPRMNaHUT[QJMJKPRMNaHNTXMNaHMRYH\RMRWKMNHWPRWTURLHMJHWPO[MRKTL_HpqkffHKLH[NTMLTYHJZMJHePJZHJZTHqRXNPHqOTUKWMRHMRYH�MNTHXUPQ[LHKRHJZTHk IHqYSMRWTHKRKJKMJKSTHZMSTHUTWPXRKLTYHJZTHKO[PUJMRWTHPbHLJM̂TZPNYTUHTRXMXTOTRJ_HjZTUTHMUTH[NMRLHbPUHePJZHXUPQ[LHJPHTRXMXTHdKJZHUTNTSMRJHM�TWJTYHLJM̂TZPNYTUL_�CyEBFBzG�pqkffHOTJHMH�UQ[PHmTcKWPHUT[UTLTRJMJKSTHbPUHJZTH\ULJHJKOT_HpqkffH|ZMKUaH|NNUH¡PQXHmWmQUYPaHL[P̂THdKJZHMRHKRSTLJPUHUTNMJKPRLHWPRJMWJaHdZPHZTHbPQRYHJPHeTHP[TRHJPHJZTHTRXMXTOTRJ_HIJHdMLHKRJTUTLJKRXHJPHZTMUHJZMJHJZTHWPO[MRVHZMLHeTTRHM[[UPMWZTYHeVHMHRQOeTUHPbHKRSTLJPULHKRHUTNMJKPRHJPHTRSKUPROTRJMNaHLPWKMNaHMRYHXPSTURMRWTH¢sr�£HKLLQTLHPbHNMJT_HjZKLHKRWUTMLTHKRHMJJTRJKPRHPRHsr�HKLLQTLHOKXZJHRPJHeTHMHWPKRWKYTRWTHMLHJZTHWPO[MRVHKLHPRTHPbHJZPLTHWZPLTRHbPUHKRWNQLKPRHKRHk IiLHqYSMRWTHZQOMRHUKXZJLHKRKJKMJKST_qLHdKJZHOMRVHOKRKRXHWPO[MRKTLaHpqkffiLHSKTdHKLHJZMJH�UQ[PHmTcKWPHZMLHMHRQOeTUHPbH[UPWTLLTLHKRH[NMWTaHLPOTHPbHdZKWZHM[[TMUHJPHeTHLPQRYHPRH[M[TU_H¤¥¦§̈©!"̈��"§�! ©§¥�¥!©��"!¦ª«§«�¬ª©���̈�§®ª ª®�¦!©§�!¥�®!$��¥̄�®�ª$�©§����¥̈� !"�̈�"§!�«§"����"!¦��
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����� ��� !!"#$%&"#'()*+,-./0-1,10*0-23 456789:;<=>?6@ABCDEFGCHIJKLMNOPINMIQIRQSKTIUKOVTNWLVKTIVKIPTXXOYKLMXIPQMIXRNMMNKOMIQOZIQI[KULMIK[IXO\NTKORXOVQ]ITXPL]QVNKÔI_KITXZLUXIVYXIU]NRQVXITNM̀MIQMMKUNQVXZIaNVYIK\XTQ]]IXRNMMNKOMIQOZIVYXIMbXUNcUIUKOMLRXTIQOZITXPL]QVKTdITNM̀MIUKRbQONXMI[QUXeIfghiiIVYXTX[KTXIMXX̀MIVKIXOPQPXIYKLMXWLN]ZXTMIKOIYQ\NOPIUTXZNW]XIVTQOMNVNKOIb]QOM̂IiK]]KaNOPIUKOUXTOMI[TKRIUKOMLRXTMIQOZIbK]NUdRQ̀XTMIQTKLOZI]XQMXYK]ZIQTTQOPXRXOVMIQOZIcTXIMQ[XVdIfghiiIQ]MKIMXX̀MIVKIXOMLTXIVYXINMMLXMIaXTXIWXNOPIRQOQPXẐ�DjFCGCkHl_YXIfghiiImYQNTeIm]]TInKLPIoUoLTZKeIRXVIaNVYIVYXImYQNTIK[I_Qd]KTIpNRbXdIVKIZNMULMMIVYXIUKRbQOdqMIQbbTKQUYIVKIU]NRQVXIUYQOPX̂IrNOUXIfghiiI]QMVIRXVIVYXIUKRbQOdeI_Qd]KTIpNRbXdIYQMIbTKZLUXZIQIVTQOMNVNKOIb]QOeIaYNUYIYQMIXRNMMNKOIVQTPXVMIUK\XTNOPIMUKbXMIstuIXRNMMNKOMIQOZIaNVYIQIOXVIvXTKIWdIwxyzIUKRRNVRXOV̂I_YXIRXXVNOPIaQMINO[KTRQVN\XIQOZIUK\XTXZIVYXIUKRbQOdqMIbTKPTXMMIQOZIb]QOMI[KTITXZLUNOPIKbXTQVNKOQ]IXRNMMNKOMeINVMIQbbTKQUYIVKITXMNZLQ]IXRNMMNKOMeIXRNMMNKOMI[TKRINVMIYKRXMIaYXOIMK]ZeIQOZIMLbb]dIUYQNOIXRNMMNKOMIMLUYIQMI[TKRIUKOUTXVXIQOZIZNXMX]̂I_YXINMMLXIK[IVYXISLMVIVTQOMNVNKOIaQMITQNMXZIQMIaQMIbLVVNOPIVYXIUKRbQOdqMIVTQOMNVNKOIb]QOIVKIQI\KVX̂I_YXIRXXVNOPIQ]MKIUK\XTXZINMMLXMIQOZIUKMVMIQMMKUNQVXZIaNVYIVYXIQPTXXRXOVIaNVYIVYXImogIKOI]XQMXYK]ZMIQOZIaKT̀MITX]QVXZIVKIcTXIMQ[XVd̂{|l�}~�}C��HIfghiiIaN]]IUKOVNOLXIVKIRXXVIaNVYIUKRbQONXMINOIVYXIMXUVKTIVKIXOMLTXIVYXdIYQ\XIUTXZNW]XIb]QOMINOIb]QUX̂��<7?�?9@ABCDEFGCHl�ON]X\XTIYQMITXUXN\XZI�LNVXIQI]KVIK[IbTXMMITXPQTZNOPINVMIZXUNMNKOIVKITXRQNOINOI�LMMNQIQ[VXTI�LMMNQqMINO\QMNKOIK[I�̀TQNOX̂IfghiiIYXQTZI[TKRI_KVQ]I]QMVIdXQTIQWKLVIVYQVIUKRbQOdqMIZN�UL]VNXMINOIZXUNZNOPIaYXVYXTIVKI]XQ\XIodQORQTIQOZITXUKPONMXMIVYXIMNPONcUQOVIUYQ]]XOPXMIUKRbQONXMI[QUXINOIVQ̀NOPIVYXMXIZXUNMNKOM̂I_YXTX[KTXeIfghiiIaQOVXZIVKILOZXTMVQOZIWXVVXTI�ON]X\XTqMIUYQ]]XOPXMINOIZXUNZNOPIaYXVYXTIVKITXRQNOINOIKTIX�NVI�LMMNQ̂�DjFCGCkHlfghiiqMImYQNTeIm]]TInKLPI���:@ABCDEFGCHlfghiiIYQMIQI]KOPMVQOZNOPIXOPQPXRXOVIaNVYIrr�IQOZIYQMI[KLOZIVYXIUKRbQOdIVKIWXIKbXOIQOZITXMbKOMN\XIVKIXOPQPXRXOV̂I�XUQLMXINVINMIbTKPTXMMN\XIKOIQIOLRWXTIK[INMMLXMeINOU]LZNOPIQI[QNTIQOZISLMVIVTQOMNVNKOeIfghiiIMXX̀MIVKIRQNOVQNOIVYNMITX]QVNKOMYNbIQOZIbLMYIVYXIUKRbQOdIVKIXOVTXOUYINVMI]XQZXTMYNbITK]XINOIQTXQMIMLUYIQMISLMVIVTQOMNVNKOIQOZI]N\NOPIaQPX̂I�DjFCGCkHlIfghiiI��XULVN\XIRXRWXTeI�KYOIgOvQONeIQVVXOZXZIrr�qMIg�oIQPQNOIVYNMIdXQTIQOZIQM̀XZIQIVaKtbTKOPXZI�LXMVNKOIQWKLVIrr�qMIQbbTKQUYIVKIQISLMVIVTQOMNVNKÔIiNTMVeIYXIQM̀XZIaYXVYXTIVYXIrr�INMI]KK̀NOPIVKITX\NXaINVMISLMVIVTQOMNVNKOIbTNOUNb]XMINOIVYXIOXQTI[LVLTX̂IrXUKOZeIYXIQM̀XZIQWKLVIUQbNVQ]IQ]]KUQVNKOIQOZIaYXVYXTIRKOXdIWXNOPIMbXOVIKOIUQTWKOIUQbVLTXIQOZIMVKTQPXI�mmr�IUKL]ZIWXIWXVVXTIMbXOVIX]MXaYXTX̂{|l�}~�}C��HllfghiiIYQMITX�LXMVXZIQI[K]]KatLbIRXXVNOPIVKIZNMULMMIrr�qMITXMbKOMXMINOIPTXQVXTIZXVQN]̂�5�<8�57:�9<�:@ABCDEFGCHlfghiiIYQMIUKOVNOLXZINVMIXOPQPXRXOVIaNVYI�QVNKOQ]I�TNZIVYTKLPYIVYXImgsxx�I[KTLR̂I�OXIK[IfghiiqMIRQNOIUKOUXTOMINMIVKIXOMLTXIVYQVIVYXIUKRbQOdqMIVTQOMNVNKOIb]QOIQ]]KaMI[KTIQIML�UNXOV]dIMbXXZdIVTQOMNVNKOI[KTIVYXILMXTMIK[INVMIPTNẐ�DjFCGCkHlfghiiqMI\NXaINMIVYQVIVYXIUKRbQOdINMIRNMMNOPIMKRXIKbbKTVLONVNXMIVKIZXUQTWKONMXIRKTXI�LNÙ]deIMKIfghiiINMMLXZIQI\KVNOPIQ]XTVI[KTI�QVNKOQ]I�TNZIQYXQZIK[IVYXIUKRbQOdIg�oINOI�L]d̂IfghiiIUNVXZIVYTXXIRQNOIUKOUXTOMINOIVYXI\KVNOPIQ]XTV�IVYXIUKRbQOdqMIUKO[LMNOPIQbbTKQUYIVKIVYXILMXIK[IPQMeIZX]QdMINOIUKOOXUVNOPIU]XQOIXOXTPdIbTKSXUVMIVKIVYXIPTNZeIQOZIZNMU]KMLTXIKOIVYXIXOXTPdIVTQOMNVNKÔImKOMX�LXOV]deIfghiiITXUKRRXOZXZIKbbKMNVNKOIVKIVYXIUKRbQOdITXbKTVIQOZIQUUKLOVMIQOZIVKIVYXITXMK]LVNKOIKOIbK]NVNUQ]IZKOQVNKOM̂{|l�}~�}C��HlIfghiiIaN]]IUKOVNOLXIVKIXOPQPXI�QVNKOQ]I�TNZIKOINVMIVTQOMNVNKOIb]QOeINOU]LZNOPIKOIVYXIMbXUNcUIbKNOVMIRXOVNKOXZIQWK\X̂�������	������ ¡¢��£��£�¤���¢��¥�����¦¤��¥§¡¥�¥§���¡¥¢��¡̈��¤¢©���¥¤¡��¢¥¢���ª̈¡��¡̈̈�«����¤�¡��¦��¢£¢��¥̈¬��ª��©¬�¥¤¡��¢¥¢�����¤�¥§��¦��¤�����¢¥��¤¢©
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DF/23/109 
Investment and Pension Fund Committee  
24 November 2023 
 

FUTURE CASHFLOW FORECAST 

Report of the Director of Finance and Public Value  

Please note that the following recommendations are subject to consideration and 
determination by the Committee before taking effect.  

 

1) Recommendation 

 
That the Committee be asked to note the future cashflow forecast scenarios set out in the 
report. 
 
 
 

2) Introduction 

 
2.1 A key priority for the Pension Fund is to ensure that it manages its cashflows to 

ensure it always has sufficient available funds to meet its obligation to pay pensions. 
Following each Triennial Actuarial Valuation it is, therefore, good practice to 
reassess forecast future cashflows. 
 

2.2 A pension fund where most of the liabilities are in relation to active members is said 
to be “immature” and will result in a positive cashflow as employee and employer 
contributions into the fund will exceed payments out. A fund where most of the 
liabilities are in relation to pensioners (current and deferred) is said to be “mature”, 
and will have a negative cashflow, where benefit payments exceed the level of 
contributions. There are two potential stages to maturity, firstly where investment 
income is used to supplement contributions to fund the payment of benefits, 
secondly where the Fund has to sell assets to meet benefit payments. 
 

2.3 Going back 15 years, in 2008/09 the contributions into the Fund exceeded the 
benefits paid by £41 million. However, each year since 2014/15, with the exception 
of 2019/20, benefit payments have exceeded contributions. 2019/20 was an 
exception as Plymouth City Council paid £72 million into the Fund to pay off their 
deficit. Without that payment, benefit payments would have exceeded contributions.  
 

2.4 The Fund Actuary has provided a model to enable the Fund to examine current 
cashflows and project ahead over a 25 year period. Three scenarios, based on the 
Actuary’s cashflow model, are outlined below. 
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3) Scenario 1 – Stable Active Membership 

 
3.1 The first scenario assumes that the fund has a stable level of active membership 

going forward. The pensionable pay of the Fund’s employers would therefore remain 
stable, with a gradual rise each year resulting from salary increases, assumed to be 
3.9%. This percentage takes into account promotions as well as annual pay awards. 
This scenario is illustrated in the following graph. 

 

 
 
3.2 The green bars on the chart show the forecast balance between contributions and 

benefits, which is negative across the period shown. In 2021/22 there was a negative 
balance of around £40 million. A significant factor in this was a £16 million transfer 
payment to the Dorset Pension Fund due to the transfer of a significant number of 
support staff from Devon and Cornwall Police to Dorset Police as part of a strategic 
partnership between the two forces. The negative position reduced to around £14 
million in 2022/23. The forecast position then remains at around the same level over 
the next three years. 

 
3.3 Contribution rates from 2026/27 onwards will be re-set by the next triennial valuation 

as at 31 March 2025. The model currently assumes that there will be an increase in 
contribution rates from April 2026. This assumes that the funding level will have 
fallen due to the negative investment return achieved in 2022/23, meaning that the 
Fund will not have achieved the 4.7% return assumed at the 2022 Valuation. This 
produces a balanced position between contributions and benefit payments for 
2026/27, before the position turns negative again. The negative position then grows 
gradually each year as the Fund matures.  
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3.4 The grey bars show the forecast investment income for each year. These are based 
on a prudent estimate, assuming a 2.5% yield on a quarter of the Fund’s assets. This 
comprises the income from the Fund’s private markets investments (property, 
infrastructure, private debt and private equity), on the basis that the Fund will receive 
back the income from those assets as distributions. The income on the Fund’s equity 
and bond investments is automatically reinvested and not returned to the Fund. If 
there was a need for additional income, then it would be possible to access this 
additional income. As the value of the Fund’s assets grows, a consistent income 
yield will bring in higher investment income each year. 

 
3.5 The investment income received can be used to fund the shortfall position between 

contributions income and pension benefits payments. The result is the red line, 
which shows the net cash position including contributions, benefit payments and 
investment income. It shows that until around 2039 the Fund will benefit from 
positive cashflows, even as the contributions/benefit payments net position remains 
negative. 

 
 

4) Scenario 2 – 10% Reduction in Active Membership 

 
4.1 Scenario 2 is based on a 10% reduction in total pensionable pay of the active 

membership over the next three years. With the current significant budget challenges 
facing local authorities, there is likely to be pressure to reduce staffing budgets, 
which will reduce contributions income to the Pension Fund.   This scenario is 
illustrated in the following chart. 
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4.2 In this scenario, the net position on contributions / benefit payments is more negative 
each year going forwards. As with scenario 1, the position improves in 2026/27 
following the 2025 triennial valuation, but in this case there will still be a negative 
balance in that year. The negative position also grows more quickly as a result of the 
reduction in active members. This will also have a small impact on the investment 
income forecast, as the Fund will grow more slowly as a result of the growing 
negative position between contributions and benefit payments.  

 
4.3 The red line demonstrates that taking the investment income into account there is 

still a positive cashflow until around 2032, but from that date onwards the investment 
income will not be sufficient to fund the negative balance between contributions and 
benefit payments. 

 
 

5) Scenario 3 – 10% Reduction in active membership and higher 
inflation 

 
5.1 Scenario 3 is based on inflation being 0.3% per annum higher than the current 

actuarial assumption in addition to a 10% reduction the active membership over the 
next three years. While the current level of inflation is likely to fall, there is a risk it 
remains higher for longer.   This scenario is illustrated in the following chart. 

 

 
 
5.2 In this scenario, the gap between benefit payments and contributions grows more 

quickly. 2025/26 could see a position where investment income is only just sufficient 
to meet the deficit position, before the position is reset by the 2025 triennial 
valuation. The cashflow position then turns negative in 2029/30. The position would 
be a particular concern if pay increases are below inflation, as pensions would rise 
more quickly than increases in contributions income. 
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6) Conclusion 

 
6.1 Under scenario 1, with the use of investment income from its private markets’ 

allocation, the Fund should have sufficient cashflow to meet its pension payment 
liabilities over the next 15 years. However, there is a level of sensitivity around the 
core assumptions and if we see falling active membership and higher inflation, then 
the cashflow situation could deteriorate more quickly.   

 
6.2 Under those circumstances the Fund would need to start to sell assets to meet 

pension payments or change its investment strategy to one that generated higher 
levels of investment income, rather than focusing on capital growth. 

 
6.3 This is not an urgent issue, given that under all scenarios cashflow, including 

investment income, remains positive for the next 5 years. However, this is an issue 
that should be considered when the Fund next commissions an external review of its 
investment strategy, which is due in early 2025 in the lead up to the next triennial 
valuation. 

 
 
 
Angie Sinclair 
Director of Finance and Public Value 
 
 
Electoral Divisions: All  
 

Local Government Act 1972: List of background papers 

Nil 
 
Contact for enquiries: 
Name: Mark Gayler  
Telephone: 01392 383621 
Address: Room 196 County Hall 
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