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1 Introduction

1.1 What is this document? 
This is the Funding Strategy Statement (FSS) of the London Borough of Tower Hamlets 
Pension Fund (“the Fund”), which is administered by London Borough of Tower Hamlets
Council, (“the Administering Authority”).

It has been prepared by the Administering Authority in collaboration with the Fund’s actuary,
Hymans Robertson LLP, and after consultation with the Fund’s employers and investment
adviser.  It is effective from 1 April 2021. 

1.2 What is the London Borough of Tower Hamlets Pension Fund? 
The Fund is part of the national Local Government Pension Scheme (LGPS).  The LGPS was 
set up by the UK Government to provide retirement and death benefits for local government 
employees, and those employed in similar or related bodies, across the whole of the UK.  The 
Administering Authority runs the London Borough of Tower Hamlets Pension Fund, in effect 
the LGPS for the London Borough of Tower Hamlets area, to make sure it:  

• receives the proper amount of contributions from employees and employers, and any 
transfer payments; 

• invests the contributions appropriately, with the aim that the Fund’s assets grow over time
with investment income and capital growth; and 

• uses the assets to pay Fund benefits to the members (as and when they retire, for the rest 
of their lives), and to their dependants (as and when members die), as defined in the LGPS 
Regulations. Assets are also used to pay transfer values and administration costs. 

The roles and responsibilities of the key parties involved in the management of the Fund are 
summarised in Appendix B. 

1.3 Why does the Fund need a Funding Strategy Statement? 
Employees’ benefits are determined in accordance with the LGPS Regulations, and do not
change with market values or employer contributions.  Investment returns will help pay for 
some of the benefits, but probably not all, and with no certainty. Employees’ contributions are 
fixed in those Regulations also, at a level which covers only part of the cost of the benefits.   

Therefore, employers need to pay the balance of the cost of delivering the benefits to members 
and their dependants.   

The FSS focuses on how employer liabilities are measured, the pace at which these liabilities 
are funded, and how employers or pools of employers pay for their own liabilities.  This 
statement sets out how the Administering Authority has balanced the conflicting aims of: 

• Long term solvency of the Fund,  

• transparency of processes,  

• stability of employers’ contributions, and

• prudence in the funding basis 

There are also regulatory requirements for an FSS, as given in Appendix A. 
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The FSS is a summary of the Fund’s approach to funding its liabilities, and this includes
reference to the Fund’s other policies; it is not an exhaustive statement of policy on all issues.
The FSS forms part of a framework which includes: 

• the LGPS Regulations; 

• the Rates and Adjustments Certificate (confirming employer contribution rates for the next 
three years) which can be found in an appendix to the formal valuation report; 

• all Fund’s policies (including admissions, cessations and bulk transfers); which can be 
found on the Fund’s website when this is available;  

• actuarial factors for valuing individual transfers, early retirement costs and the costs of 
buying added service; and 

• the Fund’s Statement of Investment Principles / Investment Strategy Statement (see
Section 4) 

1.4 How does the Fund and this FSS affect me? 
This depends on who you are: 

• a member of the Fund, i.e. a current or former employee, or a dependant: the Fund needs 
to be sure it is collecting and holding enough money so that your benefits are always paid 
in full; 

• an employer in the Fund (or which is considering joining the Fund): you will want to know 
how your contributions are calculated from time to time, that these are fair by comparison 
to other employers in the Fund, and in what circumstances you might need to pay more 
and what happens if you cease to be an employer in the Fund.  Note that the FSS applies 
to all employers participating in the Fund; 

• an Elected Member whose council participates in the Fund: you will want to be sure that 
the council balances the need to hold prudent reserves for members’ retirement and death
benefits, with the other competing demands for council money; 

• a Council Taxpayer: your council seeks to strike the balance above, and also to minimise 
cross-subsidies between different generations of taxpayers. 

1.5 What does the FSS aim to do? 
The FSS sets out the objectives of the Fund’s funding strategy, such as:

• to ensure the long-term solvency of the Fund, using a prudent long term view.  This will 
ensure that sufficient funds are available to meet all members’/dependants’ benefits as they
fall due for payment; 

• to ensure that employer contribution rates are reasonably stable where appropriate; 

• to minimise the long-term cash contributions which employers need to pay to the Fund, by 
recognising the link between assets and liabilities and adopting an investment strategy 
which balances risk and return (NB this will also minimise the costs to be borne by Council 
Taxpayers); 

• to reflect the different characteristics of different employers in determining contribution 
rates.  This involves the Fund having a clear and transparent funding strategy to 
demonstrate how each employer can best meet its own liabilities over future years; and 
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• to use reasonable measures to reduce the risk to other employers and ultimately to the 
Council Taxpayer from an employer defaulting on its pension obligations. 

1.6 How do I find my way around this document? 
In Section 2 there is a brief introduction to some of the main principles behind funding, i.e. 
deciding how much an employer should contribute to the Fund from time to time. 

In Section 3 we outline how the Fund calculates the contributions payable by different 
employers in different situations. 

In Section 4 we show how the funding strategy is linked with the Fund’s investment strategy.

In the Appendices we cover various issues in more detail if you are interested: 

A. the regulatory background, including how and when the FSS is reviewed, 

B. who is responsible for what, 

C. what issues the Fund needs to monitor, and how it manages its risks, 

D. some more details about the actuarial calculations required, 

E. the assumptions which the Fund actuary currently makes about the future, 

F. a glossary explaining the technical terms occasionally used here. 

If you have any other queries, please contact the Pensions & Investments Manager email: 
pensionsLBTH@towerhamlets.gov.uk or call telephone number 020 7364 4248. 
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2 Basic Funding issues 

(More detailed and extensive descriptions are given in Appendix D). 

2.1 How does the actuary calculate the required contribution rate? 
In essence this is a three-step process: 

• Calculate the funding target for that employer, i.e. the estimated amount of assets it 
should hold in order to be able to pay all its members’ benefits. See Appendix E for more 
details of what assumptions we make to determine that funding target; 

• Determine the time horizon over which the employer should aim to achieve that funding 
target. See the table in 3.3 and Note (c) for more details; 

• Calculate the employer contribution rate such that it has at least a given likelihood of 
achieving that funding target over that time horizon, allowing for various possible 
economic outcomes over that time horizon. See 2.3 below, and the table in 3.3 Note (e) 
for more details. 

2.2 What is each employer’s contribution rate?
This is described in more detail in Appendix D. Employer contributions are normally made up 
of two elements: 

a) the estimated cost of benefits being built up each year, after deducting the members’ own
contributions and including an allowance for administration expenses. This is referred to 
as the “Primary rate”, and is expressed as a percentage of members’ pensionable pay;
plus 

b) an adjustment for the difference between the Primary rate above, and the actual 
contribution the employer needs to pay, referred to as the “Secondary rate”. In broad
terms, payment of the Secondary rate is in respect of benefits already accrued at the 
valuation date. The Secondary rate may be expressed as a percentage of pay and/or a 
monetary amount in each year.  

The rates for all employers are shown in the Fund’s Rates and Adjustments Certificate, which 
forms part of the formal Actuarial Valuation Report. Employers’ contributions are expressed
as minima, with employers able to pay contributions at a higher rate.  Account of any higher 
rate will be taken by the Fund actuary at subsequent valuations, i.e. will be reflected as a credit 
when next calculating the employer’s contributions.

2.3 What different types of employer participate in the Fund? 
Historically the LGPS was intended for local authority employees only.  However over the 
years, with the diversification and changes to delivery of local services, many more types and 
numbers of employers now participate.  There are currently more employers in the Fund than 
ever before, a large part of this being due to new academies.  

In essence, participation in the LGPS is open to public sector employers providing some form 
of service to the local community. Whilst the majority of members will be local authority 
employees (and ex-employees), the majority of participating employers are those providing 
services in place of (or alongside) local authority services: academy schools, contractors, 
housing associations, charities, etc. 

The LGPS Regulations define various types of employer as follows: 
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Scheduled bodies - councils, and other specified employers such as academies and further 
education establishments.  These must provide access to the LGPS in respect of their 
employees who are not eligible to join another public sector scheme (such as the Teachers 
Scheme).  These employers are so-called because they are specified in a schedule to the 
LGPS Regulations.     

It is now possible for Local Education Authority schools to convert to academy status, and for 
other forms of school (such as Free Schools) to be established under the academy’s legislation. 
All such academies (or Multi Academy Trusts), as employers of non-teaching staff, become 
separate new employers in the Fund.  As academies are defined in the LGPS Regulations as 
“Scheduled Bodies”, the Administering Authority has no discretion over whether to admit them
to the Fund, and the academy has no discretion whether to continue to allow its non-teaching 
staff to join the Fund.  There has also been guidance issued by the MHCLG regarding the 
terms of academies’ membership in LGPS Funds.

Designating employers - employers such as town and parish councils are able to participate 
in the LGPS via resolution (and the Fund cannot refuse them entry where the resolution is 
passed).  These employers can designate which of their employees are eligible to join the 
scheme. 

Other employers are able to participate in the Fund via an admission agreement and are 
referred to as ‘admission bodies’. These employers are generally those with a “community of
interest” with another scheme employer – community admission bodies (“CAB”) or those
providing a service on behalf of a scheme employer – transferee admission bodies (“TAB”).
CABs will include housing associations and charities; TABs will generally be contractors.  The 
Fund is able to set its criteria for participation by these employers and can refuse entry if the 
requirements as set out in the Fund’s admissions policy are not met. (NB The terminology CAB
and TAB has been dropped from recent LGPS Regulations, which instead combine both under 
the single term ‘admission bodies’; however, we have retained the old terminology here as we 
consider it to be helpful in setting funding strategies for these different employers). 

2.4 How does the calculated contribution rate vary for different employers? 
All three steps above are considered when setting contributions (more details are given in 
Section 3 and Appendix D). 

1. The funding target is based on a set of assumptions about the future, (e.g. investment 
returns, inflation, pensioners’ life expectancies). If an employer is approaching the end of 
its participation in the Fund, then its funding target may be set on a more prudent basis, 
so that its liabilities are less likely to be spread among other employers after its cessation; 

2. The time horizon required is, the period over which the funding target is achieved. 
Employers may be given a lower time horizon if they have a less permanent anticipated 
membership, or do not have tax-raising powers to increase contributions if investment 
returns under-perform; and 

3. The likelihood of achieving the funding target over that time horizon will be dependent on 
the Fund’s view of the strength of employer covenant and its funding profile. Where an
employer is considered to be weaker then the required likelihood will be set higher, which 
in turn will increase the required contributions (and vice versa). 

For some employers it may be agreed to pool contributions, see 3.4.  

Any costs of non ill-health early retirements must be paid by the employer, see 3.6. 
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Costs of ill-health early retirements are covered in 3.7 and 3.8.

2.5 How is a funding level calculated? 
An employer’s “funding level” is defined as the ratio of:

• the market value of the employer’s share of assets (see Appendix D, section D5, for further 
details of how this is calculated), to  

• the value placed by the actuary on the benefits built up to date for the employer’s employees
and ex-employees (the “liabilities”). The Fund actuary agrees with the Administering
Authority the assumptions to be used in calculating this value. 

If this is less than 100% then it means the employer has a shortfall, which is the employer’s
deficit; if it is more than 100% then the employer is said to be in surplus.  The amount of deficit 
or shortfall is the difference between the asset value and the liabilities value. 

It is important to note that the funding level and deficit/surplus are only measurements at a 
particular point in time, on a particular set of assumptions about the future. Whilst we recognise 
that various parties will take an interest in these measures, for most employers the key issue 
is how likely it is that their contributions will be sufficient to pay for their members’ benefits
(when added to their existing asset share and anticipated investment returns).  

In short, funding levels and deficits are short term, high level risk measures, whereas 
contribution-setting is a longer term issue. 

2.6 How does the Fund recognise that contribution levels can affect council and 
employer service provision, and council tax? 

The Administering Authority and the Fund actuary are acutely aware that, all other things being 
equal, a higher contribution required to be paid to the Fund will mean less cash available for 
the employer to spend on the provision of services.  For instance: 

• Higher Pension Fund contributions may result in reduced council spending, which in turn 
could affect the resources available for council services, and/or greater pressure on 
council tax levels; 

• Contributions which Academies pay to the Fund will therefore not be available to pay for 
providing education; and 

• Other employers will provide various services to the local community, perhaps through 
housing associations, charitable work, or contracting council services. If they are required 
to pay more in pension contributions to the LGPS then this may affect their ability to 
provide the local services at a reasonable cost. 

Whilst all this is true, it should also be borne in mind that: 

• The Fund provides invaluable financial security to local families, whether to those who 
formerly worked in the service of the local community who have now retired, or to their 
families after their death; 

• The Fund must have the assets available to meet these retirement and death benefits, 
which in turn means that the various employers must each pay their own way.  Lower 
contributions today will mean higher contributions tomorrow: deferring payments does not 
alter the employer’s ultimate obligation to the Fund in respect of its current and former
employees; 
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• Each employer will generally only pay for its own employees and ex-employees (and their 
dependants), not for those of other employers in the Fund; 

• The Fund will seek to moderate short term increases in contribution rates where 
appropriate and possible. However, a recent shift in regulatory focus means that solvency 
within each generation is considered by the Government to be a higher priority than 
stability of contribution rates; 

• The Fund wishes to avoid the situation where an employer falls so far behind in managing 
its funding shortfall that its deficit becomes unmanageable in practice: such a situation 
may lead to employer insolvency and the resulting deficit falling on the other Fund 
employers. In that situation, those employers’ services would in turn suffer as a result;

• Council contributions to the Fund should be at a suitable level, to protect the interests of 
different generations of council taxpayers. For instance, underpayment of contributions 
for some years will need to be balanced by overpayment in other years; the council will 
wish to minimise the extent to which council taxpayers in one period are in effect 
benefitting at the expense of those paying in a different period.  

Overall, therefore, there is clearly a balance to be struck between the Fund’s need for
maintaining prudent funding levels, and the employers’ need to allocate their resources
appropriately.  The Fund achieves this through various techniques which affect contribution 
increases to various degrees (see 3.1).  In deciding which of these techniques to apply to any 
given employer, the Administering Authority takes a view on the financial standing of the 
employer, i.e. its ability to meet its funding commitments and the relevant time horizon. 

The Administering Authority will consider a risk assessment of that employer using a 
knowledge base which is regularly monitored and kept up to date.  This database will include 
such information as the type of employer, its membership profile and funding position, any 
guarantors or security provision, material changes anticipated, etc.   

For instance, where the Administering Authority has reasonable confidence that an employer 
will be able to meet its funding commitments, then the Fund will permit options such as 
stabilisation (see 3.3 Note (b)), a longer time horizon relative to other employers, and/or a lower 
likelihood of achieving their funding target. Such options will temporarily produce lower 
contribution levels than would otherwise have applied.  This is permitted in the expectation that 
the employer will still be able to meet its obligations for many years to come. 

On the other hand, where there is doubt that an employer will be able to meet its funding 
commitments or withstand a significant change in its commitments, then a higher funding 
target, and/or a shorter time horizon relative to other employers, and/or a higher likelihood of 
achieving the target may be required. 

The Fund actively seeks employer input, including to its funding arrangements, through various 
means: see Appendix A.   

2.7 What approach has the Fund taken to dealing with uncertainty arising from the 
McCloud court case and its potential impact on the LGPS benefit structure? 

The LGPS benefit structure from 1 April 2014 is currently under review following the 
Government’s loss of the right to appeal the McCloud and other similar court cases. The
courts have ruled that the ‘transitional protections’ awarded to some members of public 
service pension schemes when the schemes were reformed (on 1 April 2014 in the case of 
the LGPS) were unlawful on the grounds of age discrimination.  At the time of carrying out 
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the 31 March 2019 formal actuarial valuation, the Ministry of Housing, Communities and 
Local Government (MHCLG) had not provided any details of changes as a result of the case. 
However it was expected that benefits changes will be required, and they would likely 
increase the value of liabilities. At that time, the scale and nature of any increase in liabilities 
were unknown, which limited the ability of the Fund to make an accurate allowance.   

The LGPS Scheme Advisory Board (SAB) issued advice to LGPS funds in May 2019.  As 
there was no finalised outcome of the McCloud case by 31 August 2019, the Fund Actuary 
acted in line with SAB’s advice and valued all member benefits in line with the current LGPS
Regulations. 

The Fund, in line with the advice in the SAB’s note, considered how to allow for this risk in
the setting of employer contribution rates. As the benefit structure changes that would arise 
from the McCloud judgement were uncertain, the Fund elected to allow for the potential 
impact in the assessment of employer contribution rates at the 2019 valuation by increasing 
the required likelihood of reaching the funding target. 

The Fund will include the impact of the McCloud case when reviewing the contribution rates 
at the 31 March 2022 formal actuarial valuation. 

The Fund also considered the McCloud judgement in its approach to cessation valuations. 
Please see note (j) to table 3.3 for further information. 

2.8 What approach has the Fund taken to dealing with uncertainty arising from the 
Goodwin court case and its potential impact on the LGPS benefit structure? 

The Goodwin tribunal was raised in the Teachers’ scheme. It claimed members, or their
survivors, were discriminated against due to their sexual orientation.  The claim was because 
the Teachers’ scheme provides a survivor’s pension which is less favourable for a widower or 
surviving male partner, than for a widow or surviving female partner of a female scheme 
member.  On 30 June 2020, the Tribunal found in favour of the claimant and agreed there 
was discrimination. This finding and remedy is expected to apply across all public service 
pension schemes, including the LGPS, however this is not certain, and the details are not yet 
known. 

The impact, if any, of the Goodwin case on Fund liabilities is expected to be small and will 
largely be an administrative issue.  In the absence of a resolution or any guidance to this 
case, no allowance has been made for this within the 2019 formal valuation. 

2.9 When will the next actuarial valuation be? 

On 8 May 2019 MHCLG issued a consultation seeking views on (among other things) 
proposals to amend the LGPS valuation cycle in England and Wales from a three year 
(triennial) valuation cycle to a four year (quadrennial) valuation cycle.  

The Fund intends to carry out its next actuarial valuation in 2022 (3 years after the 2019 
valuation date) in line with MHCLG’s desired approach in the consultation. The Fund has
therefore instructed the Fund Actuary to certify contribution rates for employers for the period 
1 April 2020 to 31 March 2023 as part of the 2019 valuation of the Fund.  
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3 Calculating contributions for individual Employers 

3.1 General comments 
A key challenge for the Administering Authority is to balance the need for stable, affordable 
employer contributions with the requirement to take a prudent, longer-term view of funding and 
ensure the solvency of the Fund. With this in mind, the Fund’s three-step process identifies 
the key issues: 

1. What is a suitably (but not overly) prudent funding target?  

2. How long should the employer be permitted to reach that target? This should be realistic 
but not so long that the funding target is in danger of never actually being achieved. 

3. What likelihood is required to reach that funding target? This will always be less than 
100% as we cannot be certain of the future market movements. Higher likelihood “bars”
can be used for employers where the Fund wishes to reduce the risk that the employer 
ceases leaving a deficit to be picked up by other employers.  

These and associated issues are covered in this Section. 

The Administering Authority recognises that there may occasionally be particular 
circumstances affecting individual employers that are not easily managed within the rules and 
policies set out in the Funding Strategy Statement.  Therefore the Administering Authority may, 
at its sole discretion, direct the actuary to adopt alternative funding approaches on a case by 
case basis for specific employers. 

3.2 The effect of paying lower contributions  
In limited circumstances the Administering Authority may permit employers to pay contributions 
at a lower level than is assessed for the employer using the three step process above.  At their 
absolute discretion the Administering Authority may:  

• extend the time horizon for targeting full funding; 

• adjust the required likelihood of meeting the funding target; 

• permit an employer to participate in the Fund’s stabilisation mechanisms;

• permit extended phasing in of contribution rises or reductions; 

• pool contributions amongst employers with similar characteristics; and/or 

• accept some form of security or guarantee in lieu of a higher contribution rate than would 
otherwise be the case. 

Employers which are permitted to use one or more of the above methods will often be paying, 
for a time, contributions less than required to meet their funding target, over the appropriate 
time horizon with the required likelihood of success.  Such employers should appreciate that: 

• their true long term liability (i.e. the actual eventual cost of benefits payable to their 
employees and ex-employees) is not affected by the pace of paying contributions;  

• lower contributions in the short term will result in a lower level of future investment returns 
on the deficit.  Thus, deferring a certain amount of contribution is likely to lead to higher 
contributions in the long-term; and 

• it is likely to take longer to reach their funding target, all other things being equal.   
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Overleaf (3.3) is a summary of how the main funding policies differ for different types of 
employer, followed by more detailed notes where necessary. 

Section 3.4 onwards deals with various other funding issues which apply to all employers. 
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* Where the Administering Authority recognises a fixed contribution rate agreement between a letting 

authority and a contractor, the certified employer contribution rate will be derived in line with the 

methodology specified in the risk sharing agreement.  Additionally, in these cases, upon cessation the 

contractor’s assets and liabilities will transfer back to the letting employer with no crystallisation of any

deficit or surplus. Further detail on fixed contribution rate agreements is set out in note (i). 

** Includes Community Benefit Societies 

Note (a) (Gilts exit basis for CABs and Designating Employers closed to new entrants)

In the circumstances where: 

• the employer is a Designating Employer, or an Admission Body but not a 
Transferee Admission Body, and 

• the employer has no guarantor, and 

• the admission agreement is likely to terminate, or the employer is likely to lose its 
last active member, within a timeframe considered appropriate by the 
Administering Authority to prompt a change in funding,  

the Administering Authority may set a higher funding target (e.g. based on the return 
from long-term gilt yields. by the time the agreement terminates or the last active 
member leaves, in order to protect other employers in the Fund.  This policy will 
increase regular contributions and reduce, but not entirely eliminate, the possibility of 
a final deficit payment being required from the employer when a cessation valuation 
is carried out.   

The Administering Authority also reserves the right to adopt the above approach in 
respect of those Designating Employers and Admission Bodies with no guarantor, 
where the strength of covenant is considered to be weak but there is no immediate 
expectation that the admission agreement will cease, or the Designating Employer 
alters its designation. 

Note (b) (Stabilisation)

Stabilisation is a mechanism where employer contribution rate variations from year to 
year are kept within a pre-determined range, thus allowing those employers’ rates to
be relatively stable. In the interests of stability and affordability of employer 
contributions, the Administering Authority, on the advice of the Fund Actuary, believes 
that stabilising contributions can still be viewed as a prudent longer-term approach.  
However, employers whose contribution rates have been “stabilised” (and may
therefore be paying less than their theoretical contribution rate) should be aware of the 
risks of this approach and should consider making additional payments to the Fund if 
possible. 

This stabilisation mechanism allows short term investment market volatility to be 
managed so as not to cause volatility in employer contribution rates, on the basis that 
a long term view can be taken on net cash inflow, investment returns and strength of 
employer covenant. 
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Communicating with members 

There are 3 categories of scheme member: 

• Active members who are contributing to the Scheme. 
• Deferred members who have left the Scheme but have not yet accessed their 

pension benefits. 
• Pensioner members who are in receipt of their LGPS benefits from the Fund. 

The Fund recognises that communication with each category requires a different, 
specific approach and therefore uses a variety of methods to communicate with 
members. 

To ensure members are able to access services easily, we employ a range of media 
to educate them about the LGPS and their pension benefits, delivered in a clear and 
easily understood way to ensure that members can make informed decisions about 
their benefits. 

• Website - The Fund’s dedicated Pensions website will go live in October
2021.  www.towerhamletspensionfund.org/, 
which has general information about Tower Hamlets Pension Fund and about 
being a member of the LGPS. There are also scheme forms and guides 
available to copy or print. 

• Telephone Helpline - We provide a helpline service for all our members to use 
if they need to contact us by telephone or email. There is a dedicated helpline 
for members to call 0207 364 4251. 

• General Correspondence – The Fund provide a generic email address which 
enables members to email their queries. The emails are picked up and 
passed to the relevant member of staff  
pensions@towerhamlets.gov.uk

• Member Self Service - Members can access their pension account using the 
My Pension Portal. This is a secure area that allows members to see the 
personal details Fund holds about them. They can also update personal 
information. Contributing and deferred members can view their annual 
pension statements and pensioner members can view their pension payment 
information. There are also scheme forms and guides available to copy or 
print. 

• Visits to our office - Members are welcome to visit our offices if they prefer to 
speak to us face to face. Ideally, members should make an appointment in 
advance so we can make sure that someone is available to see them. The 
Fund remains in operation during this time and members can contact us at the 
address at the end of this document  

• Annual Benefit Statements – The Fund issues an Annual Benefit Statement 
(ABS) to all active members, showing the pension they have built up to the 
previous 31st March. They are subject to the members Scheme Employer 
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Governance and Compliance Statement 

The London Borough of Tower Hamlets Council is the Administering Authority of the London 
Borough of Tower Hamlets Pension Fund and administers the Local Government Pension 
Scheme on behalf of participating employers. 

Regulation 55 of the Local Government Pension Scheme Regulations 2013 requires Local 
Government Pension Scheme (LGPS) Administering Authorities to publish Governance Policy 
and Compliance Statements setting out information relating to how the Administering Authority 
delegates its functions under those regulations and whether it complies with guidance given by 
the Secretary of State for Communities and Local Government. It also requires the Authority to 
keep the statement under to review and to make revisions as appropriate and where such 
revisions are made to publish a revised statement. 

Aims and Objectives 
Tower Hamlets Council recognises the significance of its role as Administering Authority to the 
London Borough of Tower Hamlets Pension Fund on behalf of its stakeholders which include: 

• around 20,000 current and former members of the Fund, and their dependants 
• over 20 employers within the Tower Hamlets Council area or with close links to Tower 

Hamlets Council 
• the local taxpayers within the London Borough of Tower Hamlets. 

In relation to the governance of the Fund, our objectives are to ensure that: 

• all staff and Pensions Committee Members charged with the financial administration and 
decision-making with regard to the Fund are fully equipped with the knowledge and skills 
to discharge the duties and responsibilities allocated to them 

• the Fund is aware that good governance means an organisation is open in its dealings 
and readily provides information to interested parties 

• all relevant legislation is understood and complied with 
• the Fund aims to be at the forefront of best practice for LGPS funds 
• the Fund manages Conflicts of Interest appropriately 

Structure 
The Constitution of the Council sets out how the Council operates, how decisions are made and 
the procedures which are followed to ensure that these are efficient, transparent and that those 
who made the decisions are accountable to local people. 

The Council delegates its responsibility for administering the Fund to the Pensions Committee. 
The terms of this delegation are as set out in the Council Constitution and provide that the 
Committee is responsible for consideration of all pension matters and discharging the obligations 
and duties of the Council under the Superannuation Act 1972 and various statutory matters 
relating to investment issues. 
The Constitution sets out the framework under which the Pension Fund is to be administered as 
depicted in the diagram below. 
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Terms of Reference for the Pensions Committee 

The Constitution allows for the appointment of a Pensions Committee which has responsibility 
for the discharge of all non-executive functions assigned to it.  

The following are the terms of reference for the Pensions Committee: 

1) To act as Trustees of the Council's Pension Fund, consider pension matters and meet 
the obligations and duties of the Council under the Superannuation Act 1972, the Public 
Service Pensions Act 2013, and the various pensions’ legislation. 

2) To make arrangements for the appointment of and to appoint suitably qualified pension 
fund administrators, actuaries, advisers, investment managers and custodians and 
periodically to review those arrangements. 

3) To formulate and publish an Investment Strategy Statement. 

4) To set the overall strategic objectives for the Pension Fund, having taken appropriate 
expert advice, and to develop a medium term plan to deliver the objectives. 

5) To determine the strategic asset allocation policy, the mandates to be given to the 
investment managers and the performance measures to be set for them. 

6) To make arrangements for the triennial actuarial valuation, to monitor liabilities and to 
undertake any asset/liability and other relevant studies as required. 

7) To monitor the performance and effectiveness of the investment managers and their 
compliance with the Statement of Investment Principles. 

8) To set an annual budget for the operation of the Pension Fund and to monitor income 
and expenditure against budget. 

9) To receive and approve an Annual Report on the activities of the Fund prior to publication. 

10) To make arrangements to keep members of the Pension Fund informed of performance 
and developments relating to the Pension Fund on an annual basis. 

11) To keep the terms of reference under review. 

12) To determine all matters relating to admission body issues. 
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13) To focus on strategic and investment related matters at two Pensions Committee 
meetings. 

14) To review the Pension Fund’s policy and strategy documents on a regular basis and
review performance against the Fund’s objectives within the business plan

15) To maintain an overview of pensions training for Members. 

In addition the Pensions Committee will also co-opt a non-voting employer representative and a 
non-voting scheme member representative. 

Membership of the Pensions Committee 

The Council decides the composition and makes appointments to the Pensions Committee. 
Currently the membership of the Pensions Committee is a minimum of 7 elected Members from 
Tower Hamlets Council on a politically proportionate basis and the Pensions Committee will 
elect a Chair and Vice Chair. All Tower Hamlets Council elected Members have voting rights on 
the Committee and three voting members of the Committee are required to be able to deem the 
meeting quorate. 

In addition there are two co-opted non-voting members representing employer and Scheme 
member interests. Although the co-opted representatives do not have voting rights they are 
treated as equal members of the Committee, they have access to all Committee Advisers, 
officers, meetings and training as if they were Council Members and have the opportunity to 
contribute to the decision making process. 

Voting rights are restricted to elected Members as they are deemed to be fulfilling the role of 
Trustees as the Pension Fund with all the legal responsibilities that this entails, it was not felt 
appropriate to apply the same legal definition to the lay members of the Committee and hence 
their role as non-voting members. 

Members of the Pensions Committee, including co-opted members, are required to declare any 
interests that they have in relation to the Pension Fund or items on the agenda at the 
commencement of the meeting. 

The Fund is aware that good governance means an organisation is open in its dealings and 
readily provides information to interested parties; meetings are open to members of the public 
who are welcome to attend. However, there may be occasions when members of the public are 
excluded from meetings when it is likely in view of the nature of the business to be transacted 
or the nature of the proceedings that confidential information would be disclosed. 

Meetings 

The Pensions Committee shall meet at least four times a year in the ordinary course of business 
and additional meetings may be arranged as required to facilitate its work. Work for the year will 
be agreed with the Committee to include dedicated training sessions for Committee members. 

Agendas for meetings will be agreed with the Chair and will be circulated with supporting papers 
to all members of the Committee, Officers of the Council as appropriate and the Fund’s
Investment Advisor. 

The Council will give at least five clear working days’ notice of any meeting by posting details of 
the meeting at the Tower Hamlets Town Hall and on the Council’s website. The Council will 
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make copies of the agenda and reports open to the public available for inspection at least five 
clear working days before the meeting. If an item is added to the agenda later, the revised 
agenda will be open to inspection from the time the item was added to the agenda. The reason 
for lateness will be specified in the report. 

There may on occasions be items which may be exempt from the agenda, reports and minutes 
of the meetings when it is likely in view of the nature of the business to be transacted or the 
nature of the proceedings that confidential information would be disclosed. Items which are most 
likely to be excluded are issues where to disclose information would contravene an individual’s
privacy or where there are financial interests which may be compromised as a result of 
disclosure for example discussions surrounding contracts. 

The Council will make available copies of the minutes of the meeting and records of decisions 
taken for six years after a meeting. Minutes of meetings and records of decisions are available 
for inspection on the Council’s website:
http://moderngov.towerhamlets.gov.uk/ieListMeetings.aspx?CommitteeId=392

Other Delegations of Powers 

The Pensions Committee act as quasi trustees and oversee the management of the Pension 
Fund. As quasi trustees the Committee has a clear fiduciary duty in the performance of their 
functions, they have to ensure that the Fund is managed in accordance with the regulations and 
to do so prudently and impartially and to ensure the best possible outcomes for the Pension 
Fund, its participating employers, local taxpayers and Scheme members. Whilst trustees can 
delegate some of their powers, they cannot delegate their responsibilities as trustees. Appendix 
A outlines the areas that the Pensions Committee has currently delegated though these may be 
added to from time to time. 

Under the Council’s Constitution delegated powers have been given to the Corporate Director, 
Resources in relation to all other pension fund matters, in addition to his role as Chief Financial 
Officer (often called S151 Officer). As Chief Financial Officer he is responsible for the 
preparation of the Pension Fund Annual Report & Accounts and ensuring the proper financial 
administration of the Fund. As appropriate the Corporate Director, Resources will delegate 
aspects of the role to other officers of the Council including the Pensions & Investments Manager 
and to professional advisors within the scope of the LGPS Regulations. 

Pension Board 

With effect from 1 April 2015, each Administering Authority is required to establish a local 
Pension Board to assist them with: 

• securing compliance with the LGPS Regulations and any other legislation relating to the 
governance and administration of the Scheme, and requirements imposed in relation to 
the LGPS by the Pensions Regulator 

• ensuring the effective and efficient governance and administration of the Pension Fund  

Such Pension Boards are not local authority committees; as such the Constitution of Tower 
Hamlets Council does not apply to the Pension Board unless it is expressly referred to in the 
Board’s terms of reference. The Tower Hamlets Pension Board established by Tower Hamlets 
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Council and the full terms of reference of the Board can be found within the Council’s
Constitution. The key points are summarised below. 

Role of the Pension Board 

The Council has charged the Pension Board with providing oversight of the matters outlined 
above. The Pension Board, however, is not a decision making body in relation to the 
management of the Pension Fund and the Pension Fund’s management powers and 
responsibilities which have been delegated by the Council to the Pensions Committee or 
otherwise remain solely the powers and responsibilities of them, including but not limited to the 
setting and delivery of the Fund's strategies, the allocation of the Fund's assets and the 
appointment of contractors, advisors and fund managers. 

Membership of the Pension Board 

The Pension Board consists of 7 members as follows: 

• Three Employer Representatives 

• Three Scheme Member Representatives 

• One Independent Member (non-voting) to act as chair of the Pension Board 

Pension Board members, (excluding any Independent Member), have individual voting rights 
but it is expected the Pension Board will as far as possible reach a consensus. 

A meeting of the Pension Board is only quorate when two of the six Employer and Scheme 
Member Representatives are present, and where the Board has an Independent Member, they 
must also be present. 

The members of the Board are appointed by an Appointments Panel which consists of: 

• the Cabinet Member for Resources 

• the Corporate Director, Resources 

• the Divisional Director Finance, Procurement and Audit 

• the Corporate Director, Governance 

Members of the Pension Board are required to declare any interests that they have in relation 
to the Pension Fund or items on the agenda at the commencement of the meeting. 

Meetings 

The Pension Board meets at least twice a year in the ordinary course of business and additional 
meetings may be arranged as required to facilitate its work. The Pension Board will be treated 
in the same way as a Committee of Tower Hamlets Council and, as such, members of the public 
may attend, and papers will be made public in the same was as described above for the Pension 
Committee. 
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Policy Documents 
In addition to the foregoing, there are a number of other documents which are relevant to the 
Governance and management of the Pension Fund. Brief details of these are listed below and 
the full copies of all documents can be found on the Pension Fund Website: 
http://www.towerhamletspensionfund.org/

Funding Strategy Statement 
The Funding Strategy Statement forms part of the framework for the funding and management 
of the Pension Fund. It sets out how the Fund will approach its liabilities and contains a schedule 
of the minimum contribution rates that are required of individual employers within the Fund. The 
Funding Strategy Statement (FSS) is drawn up by the Administering Authority in collaboration 
with the Fund’s actuary and after consultation with the Fund’s employers. The FSS forms part
of a broader framework which covers the Pension Fund and applies to all employers participating 
in the Fund. The FSS represents a summary of the Fund’s approach to funding the liabilities of 
the Pension Fund. 

Investment Strategy Statement 
The Investment Strategy Statement (ISS) replaced the Statement of Investment Principles from 
1st April 2016. The Local Government Pension Scheme (Management and Investment of Funds) 
Regulations 2016 require administering authorities to formulate and to publish a statement of its 
investment strategy, in accordance with guidance issued from time to time by the Secretary of 
State. 
This ISS is designed to be a living document and is an important governance tool for the Fund. 
This document sets out the investment strategy of the Fund, provides transparency in relation 
to how the Fund investments are managed, acts as a risk register, and has been designed to be 
informative but reader focused.  
This document will be reviewed following the completion of the Fund investment strategy review 
and updated revised version will be tabled at the November Pensions Committee meeting for 
approval. 

Governance Policy Compliance Statement 
This sets out the Pension Fund’s compliance with the Secretary of State’s Statutory Guidance 
on Governance in the LGPS. This is attached as Appendix B and shows where the Fund is 
compliant or not compliant with best practice and the reasons why it may not be compliant. 

Training Policy 
Tower Hamlets Council has a Training Policy which has been put in place to assist the Fund in 
achieving its governance objectives and all Pensions Committee members, Pension Board 
members and senior officers are expected to continually demonstrate their own personal 
commitment to training and to ensuring that the governance objectives are met. 
To assist in achieving these objectives, the London Borough of Tower Hamlets Pension Fund 
aims to comply with: 

• the CIPFA Knowledge and Skills Frameworks and 
• the knowledge and skills elements of the Public Service Pensions Act 2013 and 
• the Pensions Regulator's (TPR) Code of Practice for Public Service Schemes. 

As well as any other LGPS specific guidance relating to the knowledge and skills of Pensions 
Committee members, Pension Board members or pension fund officers which may be issued 
from time to time. 
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Members of the Pensions Committee, Pension Board and officers involved in the management 
of the Fund will receive training to ensure that they meet the aims of the Training Policy with 
training schedules drawn up and reviewed on at least on annual basis. 

Annual Report and Accounts 
As part of the financial standing orders it is the duty of the Chief Financial Officer to ensure that 
record keeping, and accounts are maintained by the Pension Fund. The Pension Fund accounts 
are produced in accordance with the accounting recommendations of the Financial Reports of 
Pension Schemes - Statement of Recommended Practice. The financial statements summarise 
the transactions of the Scheme and deal with the net assets of the Scheme. The statement of 
accounts is reviewed by both the Pensions Committee and the Audit Committee and 
incorporated in the Statement of Accounts for the Council. Full copies of the Report and 
Accounts are distributed to employers in the Fund and other interested parties and a copy placed 
on the websites: 
http://www.towerhamletspensionfund.org/
http://moderngov.towerhamlets.gov.uk/ieListMeetings.aspx?CommitteeId=392

Communication Policy 
This document sets out the communications policy of the administering authority and sets out 
the strategy for ensuring that all interested parties are kept informed of developments in the 
Pension Fund. This helps to ensure transparency and an effective communication process for 
all interested parties. A copy of the policy can be found on the Pensions website: 
http://www.towerhamletspensionfund.org/

Discretions Policies 
Under the Local Government Pension Scheme regulations, the Administering Authority has a 
level of discretion in relation to a number of areas. The Administering Authority reviews these 
policies as appropriate and will notify interested parties of any significant changes. Employing 
Authorities are also required to set out their discretions policies in respect of areas under the 
Regulations where they have a discretionary power. Copies of both the Administering Authority 
and the London Borough of Tower Hamlets’ Employing Authority Discretions can be found on 
the website: http://www.towerhamletspensionfund.org/

Pension Administration Strategy and Employer Guide 
In order to assist with the management and efficient running of the Pension Fund, the Pension 
Administration Strategy and Employer Guide encompassing administrative procedures and 
responsibilities for the Pension Fund for both the Administering Authority and Employing 
Authorities has been distributed to employers within the Fund following consultation and can be 
found on the website: http://www.towerhamletspensionfund.org/

This represents part of the process for ensuring the ongoing efficient management of the Fund 
and maintenance of accurate data and forms part of the overall governance procedures for the 
Fund. 

Approval, Review and Consultation 
This Governance Policy and Statement was approved at the London Borough of Tower Hamlets 
Pensions Committee meeting on 23 July 2015 following consultation with all the participating 
employers in the Fund and other interested parties. It will be formally reviewed and updated at 
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least every year or sooner if the governance arrangements or other matters included within it 
merit reconsideration. In August 2017, this document has been reviewed and updated for 
Pensions Committee consideration and approval at its meeting of 21st September 2017. 

Contact Information 
Further information on the London Borough of Tower Hamlets Pension Fund can be found as 
shown below: 

London Borough of Tower Hamlets Pension Fund 
160 Whitechapel Road 
London 
E1 1BJ 

Email: pensions@towerhamlets.gov.uk 
Website: http://www.towerhamletspensionfund.org/
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Appendix A 
Delegation of Functions to Officers by Tower Hamlets Pensions Committee 

Key: 
PC – Pensions Committee  
OAP-Officers & Advisers Panel  
PIM – Pensions & Investments Manager 
CDR – Corporate Director, Resources & Officers 
DDoFPA -Divisional Director Finance, Procurement & Audit  
IC – Investment Consultant 
FA –  Fund Actuary  
IA – Independent Adviser 

Function delegated 
to PC 

Delegation to 
Officer(s) 

Delegated 
Officer(s) 

Communication and 
Monitoring of Use of 
Delegation 

Investment strategy - 
approving the Fund's 
investment strategy, 
Investment Strategy 
Statement and 
Myners Compliance 
Statement including 
setting investment 
targets and ensuring 
these are aligned 
with the Fund's 
specific liability 
profile and risk 
appetite.  

Monitoring the 
implementation of 
these policies and 
strategies on an 
ongoing basis.

Rebalancing and 
cash management  

Implementation of 
strategic allocation 
including use of 
ranges  
To formally review 
the Scheme’s asset
allocation at least 
every three year’s
taking account of any 
changes in the profile 
of Scheme liabilities 
and will assess any 
guidance regarding 
tolerance of risk.  It 
will recommend 
changes in asset 
allocation to the 
Pensions Committee 

CDR, DDoFPA 
& PIM (having 
regard to 
ongoing advice 
of the IC, IA, FA 
and OAP) 

High level monitoring 
at PC with more 
detailed monitoring by 
OAP and or PIM 
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Function delegated 
to PC 

Delegation to 
Officer(s) 

Delegated 
Officer(s) 

Communication and 
Monitoring of Use of 
Delegation 

New mandates / 
emerging 
opportunities 
To consider the 
Scheme’s approach
to social, ethical and 
environmental issues 
of investment, 
corporate 
governance and 
shareholder activism 
and recommend 
revisions to the 
Pensions Committee. 

CDR, DDoFPA 
and PIM (having 
regard to 
ongoing advice 
of the IC & IA) 

High level monitoring 
at PC with more 
detailed monitoring by 
OAP & PIM 

Selection, 
appointment and 
dismissal of the 
Fund’s advisers,
including actuary, 
benefits consultants, 
investment 
consultants, global 
custodian, fund 
managers, lawyers, 
pension funds 
administrator, and 
independent 
professional 
advisers. 

Ongoing monitoring 
of Fund Managers 

CDR, DDoFPA 
and PIM (having 
regard to 
ongoing advice 
of the IA &  IC) 
and subject to 
ratification by 
PC 

High level monitoring 
at PC with more 
detailed monitoring by 
OAP & PIM 

Selection, 
appointment, 
addition, replacement 
and dismissal of 
Fund Managers 
To evaluate the 
credentials of 
potential managers 
and make 
recommendations to   
the Pensions 
Committee 
To review the 
Scheme’s AVC
arrangements 
annually.  If it 
considers a change 
is appropriate, it will 
make 
recommendations to 
the Pensions 
Committee. 

OAP, CDR and 
PIM (having 

regard to 
ongoing advice 
of the IA & IC) 
and subject to 
ratification by 

PC 

Notified to PC via 
ratification process. 
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Function delegated 
to PC 

Delegation to 
Officer(s) 

Delegated 
Officer(s) 

Communication and 
Monitoring of Use of 
Delegation 

Agreeing the 
Administering 
Authority responses 
to consultations on 
LGPS matters and 
other matters where 
they may impact on 
the Fund or its 
stakeholders. 

Agreeing the 
Administering 
Authority responses 
where the 
consultation 
timescale does not 
provide sufficient 
time for a draft 
response to be 
approved by PC. 

CDR, DDoFPA 
and PIM, 
subject to 
agreement with 
Chairman and 
Vice Chairman 
(or either, if only 
one available in 
timescale) 

PC advised of 
consultation via e-mail 
(if not already raised 
previously at PC) to 
provide opportunity for 
other views to be fed 
in.  Copy of 
consultation response 
provided at following 
PC for noting.   

Agreeing the Fund's 
Knowledge and 
Skills Policy for all 
Pensions Committee 
members and for all 
officers of the Fund, 
including 
determining the 
Fund’s knowledge
and skills framework, 
identifying training 
requirements, 
developing training 
plans and monitoring 
compliance with the 
policy.  

Implementation of the 
requirements of the 
CIPFA Code of 
Practice1

CDR & 
DDoFPA 

Regular reports 
provided to PC and 
included in Annual 
Report and Accounts. 

The Committee may 

delegate a limited 

range of its functions 

to one or more officers 

of the Authority. The 

Pensions Committee 

will be responsible for 

outlining expectations 

in relation to reporting 

progress of delegated 

functions back to the 

Pensions Committee.

Other urgent matters 
as they arise 

CDR, DDoFPA 
and PIM subject 
to agreement 
with Chairman 
and Vice 
Chairman (or 
either, if only 
one is available 
in timescale) 

PC advised of need 
for delegation via e-
mail as soon as the 
delegation is 
necessary.  Result of 
delegation to be 
reported for noting to 
following PC. 

Other non-urgent 
matters as they arise 

Decided on a 
case by case 
basis 

As agreed at PC and 
subject to monitoring 
agreed at that time. 

1 CIPFA Code of Practice recommends each administering authority delegates responsibility 
for implementation to a senior officer. 
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Appendix B 
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