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It is with pleasure that we introduce this year’s 
Annual Report of the Gloucestershire Pension 
Fund. It contains details of the administration of the 
Fund, together with its investments and accounts 
for the year to 31st March 2008. 

The Fund is managed and administered by 
Gloucestershire County Council on behalf of 
Gloucestershire local authorities, other bodies 
providing public services and certain admitted 
bodies, as part of the national Local Government 
Pension Scheme Regulations. The Fund meets the 
cost of pension benefits due to current and former 
employees of these organisations. 

This Report is primarily aimed at Fund members 
and participating employer organisations within 
the Gloucestershire Pension Fund, which are 
listed on page 28, to provide information about 
the management, arrangements and performance 
of the Fund over the last 12 months. The latest 
version of the Fund’s Statement of Investment 
Principles, details of Fund membership and a brief 
summary of scheme benefits are also included. 
The formal accounts of the Fund for the year ended 
31st March 2008 may be found on pages 18 to 
26. Membership of the Pension Fund continued 
to rise during 2007/08 and a breakdown of Fund 
membership can be found on page 6.

As at 31st March 2008 the Fund’s investments were 
valued at £920.8 million (£949.9m at 31st March 
2007), a decrease of £29m in the year. During the 
period under review, pension funds, including 
Gloucestershire, continued to have difficult 
decisions to make regarding their investment 
strategies. Following a sustained period of strong 
returns from most asset classes, many funds were 
in the best funding position they had been in for 
some years. However, market (and thus deficit) 
volatility resurfaced, causing uncertainty. Difficulties 
that emerged initially in “sub-prime” US mortgages 
were seen for most of 2007 as a banking and bond 
market issue. However, upon entering 2008, there 
were clear signs that the US economy was slowing, 
along with Europe and Japan. Cuts in interest rates 
during the year under review effectively confirm 

the widespread fear of recession. The recent 
sudden sharp easing of commodity prices and 
shipping rates suggests that global activity is also 
weakening. This has resulted in market returns 
moving into negative territory. 

The performance of all of the Gloucestershire 
Pension Fund investment managers are kept 
under regular review to help ensure that our active 
management policies have the best possible 
prospect of adding value over a full market cycle. 
For the financial year 2007/08 the Fund achieved 
a return of -4.8 per cent, 2.4 per cent below its 
benchmark return. However over the last 10 years 
the average annual return achieved by the Fund 
has been 4.1per cent. During 2008/09 the Fund will 
be reviewing ways in which the performance of the 
Fund might be improved. 

The Fund’s investment strategies are set out in 
the Statement of Investment Principles, which is 
contained in this Report on pages 30 to 37. The 
detailed investment review of the Fund can be 
found on pages 10 to 13. 

As with every year where investment returns are 
adversely affected by market performance, pension 
fund deficits, and the closures of a number of 
high profile, defined benefit (final salary) pension 
schemes have continued to attract considerable 
press coverage. We would again like to remind 
both existing and future pensioners, that the Local 
Government Pension Scheme is determined by 
statutory legislation that can only be changed 
by the Government via the department of 
Communities and Local Government (CLG). The 
scheme cannot be changed fundamentally by the 
County Council or other scheduled employers of 
the Gloucestershire Pension Fund.

The Local Government Pension Scheme (Benefits, 
Membership and Contributions) Regulations 2007 
made the statute books and became law on 4th 
April 2007, which means that the new LGPS was 
effective from 1st April 2008. Scheme members will 
take comfort from knowing that the new-scheme 
regulations set out the Government’s policy to 
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retain a final-salary, defined benefits scheme, with 
improved accrual rates, better death-in-service 
and revised ill-health provisions. Changes to 
contribution rates ensure that employees make a 
fairer contribution towards the scheme’s viability 
and long-term affordability. Government now see 
the package as being fairer and more equitable 
for all parties involved - members, employers and 
taxpayers. 

To ensure the Fund holds sufficient investments 
to meet obligations to pay pension benefits 
to existing and future pensioners, the scheme 
Actuary undertakes a valuation of the Fund every 
three years. The 2004 valuation set the employer 
contribution rates for each of the three years 
effective from 1st April 2005, including this financial 
year 2007/08. The rates were fixed at a level to 
maintain the long-term solvency of the Fund so 
ensuring funding over the longer term will be 
sufficient to meet all payments to existing and 
future pensioners. To avoid too big an increase 
in employer contribution rates, the total increase 
required was allowed to be phased in over the inter-
valuation period. The results of the most recent 
valuation, as at 31st March 2007, were published 
in March 2008 and new employer contribution 
rates were effective from 1st April 2008. The 2007 
valuation showed that the Fund’s overall funding 

level increased from 70 per cent to 74 per cent. The 
next valuation to be undertaken will be as at 31st 
March 2010. 

During the year, changes in the Pension Committee 
members were as follows: Mr. K. Salter replaced 
Mrs. K. Boyle, who resigned in February 2008, as 
the employee representative.

We would like to express our thanks to all those 
involved with the investment, accounting and 
pension activities of the Fund. In this, we would 
like to acknowledge the continuing work of the 
members of the Pension Committee in overseeing 
the Fund’s investment management and 
administration arrangements. 

We leave you to explore the report and trust 
you find it informative. If it falls short in any way, 
please let us know. We are always seeking to 
make improvements and would welcome any 
constructive comments. Further information is 
always available from the contact points shown on 
page 5. 

Raymond Theodoulou 
Chairman of the Pension Committee

Stephen Wood CPFA 
Group Director: Business Management
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Pension Committee at 31st March 2008

Representing Gloucestershire County Council

Cllr. R. Theodoulou (Chairman)

Cllr. W. Evans

Cllr. J. Girling

Cllr. D. Nash

Cllr. S. Parsons

Representing Gloucestershire District Councils

Cllr. S. Glanfield

Representing Employees

Mr. K Salter 

County Council Officers:
Mr. S. Wood 
Group Director: Business Management

Mr. R. Potter 
Director: Finance and Property

Mr. G. Burrow 
Head of Finance: Exchequer and Pension Fund

Independent Advisor: 

Mr. P. Meredith

Fund Actuary

Mr. B. Chalmers, Hymans Robertson

Investment Managers: as at 31st March 2008
Acadian Asset Management 
Barclays Global Investors 
Hermes Investment Management 
Standard Life Investments 
UBS Global Asset Management 
Western Asset Management Company 
YFM Group (formerly Yorkshire Fund Managers)

Auditor:

Audit Commission

Management Structure
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Administering Authority: Gloucestershire County Council



Global Custodian:

BNY Mellon Asset Servicing (formerly ABN Amro 
Mellon)

Performance Measurement:

BNY Mellon Asset Servicing/WM Company

Management Structure Changes

Mr. K. Salter replaced Mrs. K. Boyle who resigned 
in February 2008, as the employee representative. 
From May 2008, Mr. Salter will also represent 
pensioners and deferred members.

Enquiries

For information about the Funds’ investments and 
accounting activities please contact the Pensions 
Accountant at Shire Hall, Gloucester, phone (01452) 
425083.

For details of Local Government Pension Scheme 
benefits and administration, please contact the 
Pensions Administration Manager at Shire Hall, 
Gloucester, phone (01452) 425936.

Web Site
Investments and accounting 
www.gloucestershire.gov.uk/pensionsinvestments

Benefits and administration 
www.gloucestershire.gov.uk/pensions

Pension Schemes Office Registration 
Number:

PSO 49/174

Governance of the Gloucestershire Fund 

The regulations on governance policy statements 
require an administering authority, after consultation 
with such persons as they consider appropriate, to 
prepare, maintain and publish a written statement. 
The policy statement should include information 
about all of the administering authority’s pension 
fund governance arrangements. The Fund’s 
current Governance Policy statement is available 
to download on the Council’s website. Further 
regulations require that Funds are to publish 

by 1st August 2008 their compliance to best 
practice principles as issued by The department 
of Communities & Local Government (CLG). This 
Fund’s Compliance Statement may be found on 
page 38 of this report and is available for download 
from the Council’s website.

Communications Policy

The regulations on communication policy 
statements require an administering authority to 
prepare, maintain, and publish a written statement 
setting out their policy concerning communications. 
Various means are employed to communicate with 
customers and stakeholders, these are described 
in respect of each interested group. The Fund’s 
current Communications Policy Statement is 
available for download on the Council’s website.

Funding Strategy

The Administering Authority has an active risk 
management programme in place. The measures 
that the Administering Authority have to control key 
risks are summarised in the Fund’s current Funding 
Strategy Statement (FSS), along with the Fund’s 
approach to funding liabilities. The Statement is 
available for download on the Council’s website. 
The FSS is reviewed in detail at least every three 
years ahead of triennial valuations being carried 
out; the last full review was completed 8th February 
2008. More frequently, Annex A of the Statement is 
updated to reflect any changes to employers. 
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Financial Summary

*Gross of recoverable expenditure

Membership Summary

Deferred pensioners are former employees who have not transferred their pension rights and to whom benefits 
will be paid, from their eligible retirement date.

Financial & Membership Summary
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  2007/08 2006/07 2005/06 2004/05 2003/04 
  £m £m £m £m £m

 Contributions and investment income 96.0* 92.9* 83.4 70.9 65.9

 Realised profit/(loss) 30.1 28.4 20.9 19.4 5.6

 Less benefits and other expenses (55.2)* (52.4)* (48.8) (45.5) (44.5)

 Annual surplus/(shortfall) 70.9 68.9 55.5 44.8 27.0

 Increase/(decrease) in market value of investments (100.0) 4.1 121.0 18.4 103.4

 Increase/(decrease) in Fund during year (29.1) 73.0 176.5 63.2 130.4

 Market Value of net assets at 31st March 920.8 949.9 876.9 700.4 637.2

  2007/08 2006/07 2005/06 2004/05 2003/04

 Contributors 17,470 18,527 17,901 17,682 17,152

 Pensioners 9,472 9,029 8,622 8,308 8,012

 Deferred pensioners 10,523 9,444 8,593 7,546 6,765

  37,465 37,000 35,116 33,536 31,929



The Pension Scheme

The Local Government Pension Scheme (LGPS) is 
governed by Statutory Regulations, primarily the 
Local Government Pension Scheme Regulations 
1997 (as amended). The statutory responsibility 
of the LGPS is with Communities and Local 
Government (CLG). The Local Government Pension 
Scheme (Benefits, Membership and Contributions) 
Regulations 2007 became law on 4th April 2007, 
which means that the New LGPS was effective 
from 1st April 2008. This report primarily covers 
the Pension Fund under the ‘old’ scheme. Details 
regarding changes from 1st April 2008 are available 
from our administration department, their contact 
details may be found from the contact points 
shown on page 5.

The scheme applies to employees of local 
authorities and certain other bodies providing a 
public service. Teachers, police officers, and fire 
officers have their own pension schemes and 
are excluded from this Fund. Under the LGPS 
Regulations, Gloucestershire County Council 
administers the Pension Fund in the county 
on behalf of its own employees and those of a 
number of other public bodies, in particular District 
Councils. A list of employer bodies within the Fund 
is shown on pages 28 and 29.

The Fund is financed by contributions from 
employees and employers, together with proceeds 
from investments. The contribution from employees 
is prescribed by statute. The ‘old’ scheme, 1997 
Regulations, prescribe that all employees pay at the 
rate of 6 per cent of pensionable pay (except for 
manual workers employed prior to 1st April 1998 
who are protected at 5 per cent). Under the new 
LGPS Regulations, this has been amended. The 
employers’ contribution is assessed every three 
years by the Fund’s Actuary and has to be sufficient 
to maintain the long-term solvency of the Fund. 

The results of the latest actuarial valuation of the 
Fund, as at 31st March 2007, were announced in 
March 2008 and set the employers’ contribution 
rates to be paid in each of the three years 

commencing 1st April 2008. Contribution rates 
received for 2007/08 were as prescribed in the 
2004 actuarial valuation. 

Employer Contributions  2007 2004 
as a % of pay

(a) Future Service Funding Rate 14.6% 10.9%

(b) Past Service Adjustment   7.7%  8.2%

Total Common Contribution Rate 22.3% 19.1%

Further information is included in the Actuarial Position 
Statement on page 27.

The LGPS exceeds the minimum pension 
requirements of the State Earnings Related Pension 
Scheme (SERPS) brought in by the 1975 Social 
Security Act, and is therefore contracted out of 
the State Scheme. Details of benefits payable 
under the LGPS and how they are calculated are 
contained in a scheme booklet that is issued to 
new employees. A general guide to the benefits 
payable is contained on pages 41 and 42 of this 
report. In accordance with the Pensions (Increase) 
Act 1971 pensions payable are increased in relation 
to the movement in the Retail Price Index.

Investment Powers and Duties

Powers and duties concerning the investment of 
Fund monies were set out in the Local Government 
Pension Scheme Regulations (Management and 
Investment Regulations 1998), updated by the 
Local Government Pension Scheme (Management 
and Investment of Funds) (Amendment) 
Regulations 2005. These Regulations require the 
County Council, as administering authority for the 
Gloucestershire LGPS Fund, to invest any monies 
that are not immediately required to pay pensions 
and other benefits. 

The Regulations allow a wide range of investments, 
but set certain limits. The main asset categories in 
which investments may be made are: -

l  Any security on any recognised stock 
exchange (no single investment to exceed 10 
per cent of the value of all investments)

G
lo

uc
es

te
rs

hi
re

 L
oc

al
 G

ov
er

nm
en

t 
Pe

ns
io

n 
Fu

nd
 A

nn
ua

l R
ep

or
t 

20
07

 -
 2

00
8

Management Report

7



l  Unlisted securities (subject to a maximum of 
15 per cent of the total value of investments)

l  Bank deposits etc. (subject to a maximum of 
10 per cent of the value of all investments in 
any single bank)

l  Loans to approved institutions (subject to a 
maximum of 10 per cent of the total value of 
all investments)

l  Managed funds with an insurance company or 
similar body (subject to a limit of 35 per cent 
of the total value of all investments in a single 
contract), unit trusts (subject to a limit of 35 
per cent of the value of the fund which may 
be invested in unit trusts managed by a single 
body) or stocklending (subject to a limit of 35 
per cent of the value of the fund)

l  Investments in partnerships (subject to a 
maximum of 15 per cent of the total value of 
investments)

The Regulations require the County Council to 
have a suitably diversified portfolio of investments 
and must obtain the advice of properly qualified 
persons on investment matters. In carrying out 
these duties, the County Council owes a fiduciary 
duty to the contributors and beneficiaries of the 
Fund, as well as to the council taxpayers who 
ultimately ‘guarantee’ the financing of future 
liabilities.

Investment Strategy
The Pension Committee is directly responsible 
for the Fund’s investment policy. The Committee 
comprises of five county councillors, one district 
representative, and a staff representative nominated 
by Unison. From February 2008, the Unison 
nominated representative will additionally represent 
deferred and pensioner members.

The Committee determines the overall investment 
strategy for the Fund after receiving advice 
from its independent advisor and its investment 
managers. The investment strategy developed by 
the Pension Committee is detailed in the Statement 
of Investment Principles on pages 30 to 37 of this 
report. This includes details of the Fund’s agreed 

strategic asset allocations to the various investment 
markets. 

Investment Management
The objective of LGPS pension fund investment 
policy is to minimise the level of the contributions 
to be paid into the Fund by employer bodies to 
ensure its solvency, the Gloucestershire Fund 
is no exception. We have put in place seven 
specialist investment managers, who each manage 
within a specific asset category of the Funds 
investments. The Committee adopted a fund-
specific benchmark commencing from April 2005, 
and details of the benchmark currently being used 
is shown in our Statement of Investment Principles 
(page 31). The benchmark represents the optimal 
investment portfolio distribution between asset 
classes to deliver the Fund back to 100% funding 
in accordance with the principles outlined in our 
Funding Strategy Statement. 

The Fund’s  Mandate Mid-Market 
Investment  Value 31st 
Managers are:  March 2008 
  £m

Standard Life UK Equities 150.2 
Investments

UBS Global Asset UK Equities 125.6 
Management

Barclays Global Overseas 263.6 
Investors Equities

Acadian Asset Emerging 39.2 
Management Market Equities 

Western Asset Global Fixed 241.0 
Management Co Interest

Hermes Investment Property Unit 83.4 
Management Trusts

YFM Group Private Equity 1.7 
(formerly Yorkshire 
Fund Managers)

Each manager is required to have regard for the 
Fund’s Statement of Investment Principles and the 
legislative environment in which the Fund operates.
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YFM Group are specialist private equity/venture 
capital managers. The Fund currently holds two 
investments:
l The South West of England Regional Venture 

Capital Fund. This fund is backed by the 
Department of Trade and Industry and supports 
fast growing SME’s across the South West 
region. The Pension Fund’s maximum 
commitment to the Fund is £2.5m.

l The Chandos Fund. This fund invests in small, 
fast growing businesses targeting, buy-outs, 
buy-ins, development capital, financing pre Initial 
Public Offerings, and equity release/partial sales. 
The Pension Fund’s maximum commitment to 
the Fund is £3m.

BNY Mellon Asset Servicing (formerly known as 
ABN Amro Mellon) is the Fund’s appointed global 
custodian. The appointment has been effective 
from January 2005.

Administration Arrangements

The Finance Division of the Business Management 
Directorate is responsible for the day-to-day 
administration of the Fund. In addition, it provides 
support to the Pension Committee by the 
production of management information and reports.
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Value of Fund
The Fund’s investments were valued at £920.8m at 31st March 2008, a decrease of £29.1m from the 
beginning of the year. The chart below illustrates the movement in the market value of the Fund over the 
last ten years by setting the purchase cost (book value) against the market value of investments.
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Analysis of Investments as at 31st March 2008

 31st March 2007 Geographical Analysis 31st March 2008 
 £000   £000 %

 621,321 United Kingdom 613,226 66.6 
 114,727 North America 112,855 12.3 
 96,049 Europe 80,995 8.8 
 54,094 Japan 46,395 5.0 
 30,000 Pacific Basin 28,065 3.0 
 33,698 Emerging Markets 39,223 4.3

 949,889  920,759 100.0

 31st March 2007  Sector Analysis 31st March 2008 
 £000   £000 %

 301,203 Equities UK 265,959 28.9 
 311,600  Overseas 302,426 32.8 
 143,226 Fixed Interest UK 154,339 16.8 
 5,761  Overseas 20,380 2.2 
 52,095 Index-Linked UK 52,563 5.7 
 1,626  Overseas 1,298 0.1 
 75,958 Property Unit Trusts UK 82,526 9.0 
 58,420 Cash  41,268 4.5

 949,889   920,759 100.0

 31st March 2007 UK Equity Analysis 31st March 2008 
 £000   £000 % %

  Basic Materials     
 2,355 Chemicals 806  0.3  
 12,050 Basic Resources 18,290 19,096 6.9 7.2

  Industrials     
 6,876 Construction & Materials 3,116  1.2  
 21,667 Industrial Goods & Services 24,753 27,869 9.3 10.5

  Consumer Goods     
 1,748 Automobiles & Parts 1,631  0.6  
 13,787 Food & Beverage 14,982  5.6  
 11,320 Personal & Household Goods 5,225 21,838 2.0 8.2

  Consumer Services     
 11,515 Retail 9,112  3.4  
  8,146 Media 5,261  2.0  
 8,344 Travel & Leisure 9,777 24,150 3.7 9.1

  Financials     
 52,480 Banks 41,673  15.7  
 13,501 Insurance 15,263  5.7  
 3,903 Financial Services   6,914 63,850 2.6 24.0

 38,505 Oil & Gas  46,554  17.5

 24,602 Health Care  21,512  8.1

 23,891 Telecommunications  22,397  8.4

 9,268 Utilities  4,433  1.7

 3,510 Technology  2,972  1.1

 32,613 Pooled Funds  11,288  4.2

 1,121 Non-cyclical Services  0  0

 301,202   265,959  100.0



 Total Fund Gloucestershire Fund
    31/3/08 31/3/07
    %  %

 UK Equities  30.1  35.6

 North American Equities  11.6  10.0

 European Equities  8.9  9.2

 Far East Equities  8.2  8.9

 Emerging Markets  4.2  3.3

 Fixed Interest  26.2  24.0

 Property  9.1  8.0

 Cash/Other  1.7  1.0

   100.0  100.0

G
lo

uc
es

te
rs

hi
re

 L
oc

al
 G

ov
er

nm
en

t 
Pe

ns
io

n 
Fu

nd
 A

nn
ua

l R
ep

or
t 

20
07

 -
 2

00
8

12

Fund Performance

Primarily, BNY Mellon Asset Servicing and 
additionally, the WM Company, measure the Fund’s 
investment performance. These companies provide 
independent performance measuring services for 
the Fund. 

During 2007/08, the Fund achieved a return of –4.8 
per cent. The following is a summary of results for 
returns to 31st March 2008:

l  The Fund’s return was 2.4 per cent below its 
fund specific benchmark return.

l  Over the last ten years, the Fund’s return was 
0.9 per cent below its fund specific benchmark 
return. 

The following includes representative category 
index returns, best and poorest over the 12 months 
to 31st March 2008:

l  Overseas bonds provided the best 
performance of the major asset categories, 
returning 19.1 per cent.

l  Property returned the poorest performance of 
minus 11.3 per cent of the major sectors.

l  Emerging markets achieved the best 
performance of the overseas equity regions, 
returning 19.7 per cent.

l  By contrast, Japanese equities produced the 
lowest overseas return of minus 15.5 per cent.

l  The UK Retail Prices Index increased by 3.8 
per cent and Average Earnings by 4.1 per cent.

Local Authority Universe

For 2007/08, 88 local authority funds were 
included directly in the WM Company Universe. 
The aggregate market value of these funds was 
over £123 billion. The average investment return 
achieved by Local Authority Pension Funds within 
the Universe during 2007/08 was –2.8 per cent, 2 
per cent above the Gloucestershire Fund’s return, 
placing Gloucestershire in the 73rd percentile in the 
table of local authority funds.

Asset Allocations
Snapshot of the actual percentage of the Fund’s investments in the worlds’ markets as at 31st March 2008 
and 31st March 2007:



   Gloucestershire Fund Specific 
  Fund Benchmark* 
  % % 

 UK Equities (10.9) (7.7)

 Overseas Equities (2.1) (1.3)

             North America (9.2) (4.8)

             Europe  3.8 2.4

             Japan (17.9) (15.5)

             Pacific (ex Japan) 8.9 8.6

             Emerging Markets 22.8 19.7

 UK Bonds (3.1) 3.2

 Overseas Bonds (3.1) 0

 UK Index-Linked 13.8 13.5

 Cash 0 0

 Other Investments 0 0

 UK Property (8.7) (11.3)

 Total Fund Return (4.8) (2.4)
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The annualised total fund returns for 3 and 10 year performance for the Fund as compared to the average 
local authority funds return for the same periods are:

 Annualised returns over: Gloucestershire Fund % Average Local Authority Fund %

 3 years 7.7 9.1

 10 years 4.1 5.1

Investment Performance
2007/2008 Investment returns over the 12 months as derived from the various asset categories in the Fund 
compared to the fund specific performance benchmark:

* Each mandate awarded over the asset categories has a targeted outperformance of this benchmark over 
a rolling 3 year period.

The annualised total Fund return of the Gloucestershire Fund compared to other local authority returns 
placed the Gloucestershire Fund in the 82nd percentile and 81st percentile over these three and ten year 
periods respectively.



Main Holdings as at 31st March 2008
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United Kingdom

Hermes Property Unit Trust

Treasury IL 4.125% 2030

BP 

Vodafone Group

GlaxoSmithKline

Royal Dutch Shell “B” Shares

Treasury 4.75% 2038

HSBC Holdings

Royal Bank of Scotland

Unilever

Treasury IL 2% 2035

Barclays

HBOS

Aviva

Treasury IL 1.25% 2055

Treasury 4.25% 2032

Treasury 4.25% 2036

UBS Life Small Company UK A Units

Astrazeneca

Xstrata 

Prudential

Anglo American

Treasury IL 4.25% 2046

BG Group

Treasury 4.25% 2055

Treasury IL 2.5% 2016

Carnival

British American Tobacco

Diageo

Treasury 4% 2009

Standard Life Smaller Companies Fund

BHP Billiton

BT Group

British Airways

Tesco

BAE Systems

Alliance & Leicester

Overseas

Barclays Global Ascent Life US Equity Fund

Barclays Global Ascent Life European Equity Fund

Barclays Global Ascent Life Japanese Equity Fund

RIC-OMIGSA Emerging Markets Equity Fund

Barclays Global Aquila Life Pacific Rim Equity 
Index Fund

Barclays Global Aquila Life Canadian Equity Fund

WA Opportunistic Local Market Debt Securities

FNMA 5% 2038

FNMA 5.5% 2038

United Kingdom

Invensys

Logicacmg

Rio Tinto

Credit Suisse

HMV Group

Cumbernauld 4.55% 2013

Royal Bank of Scotland Open Maturity

Shinsei Bank

Legal & General Group

Danske Bank Open Maturity

Cookson Group

International Power

Laird

Commerzbank

Standard Chartered

MUFG Capital Finance

Swiss Reinsurance 2049

GKN

IMI

Balfour Beatty

BAC Capital Trust VII 5.25% 2005

Imperial Tobacco Group

Cattles

Daily Mail & General Trust

Electrocomponents

Generali Finance 2049

Wolseley

Carillion

Centrica

Resona Bank Open Maturity

BNP Paribas 2049

ING Groep 2049

Thames Water Utilities Finance

Treasury IL 4.5% 2042

Unique Pub Finance 7.395% 2024

Wachovia 4.875% 2035

SMFG Preferred Capital

Overseas

France OAT 0% 2029

US Treasury Strip 0% 2030

Energy Future Holdings 11.25% 2017

General Motors 8% 2031

Sweden 3.5% 2028

US Treasury Strip 0% 2036

Banca Italease 2010

Stora Enso 5.125% 2014

France OAT 0% 2032
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Economic and market background
The world economy continued to grow steadily 
through 2007. The difficulties which emerged 
initially in “sub-prime” US mortgages and then 
in pricing “structured products” containing those 
mortgages and eventually in effective closure of 
the inter-bank money market were seen as arcane 
banking issues. It was generally accepted that 
tighter credit conditions might curtail corporate 
acquisitions and private equity but central bankers, 
led by the US Federal Reserve Board, were clearly 
prepared to lower interest rates aggressively to 
ameliorate significant impact on the wider 
economy. Growth in emerging economies, 
particularly in the “BRICs” [Brazil, Russia, India and 
China], was seen as strong enough to substantially 
offset slowdown elsewhere. Outside banking, 
company profits seemed reasonably robust and 
headline equity valuations were not high. 

However, by the first quarter of 2008 there were 
clear signs that the impact of credit contraction 
would be more widespread. Bankers predicating 
their complex products and balance sheets on 
a permanent rise in house prices confused their 
management, much as those peddling complex 
mortgage deals confused low quality borrowers. 
The US Federal Reserve Board cut interest rates 
sharply to 2¼ per cent and then took risk assets 
as security, initially from Bear Stearns to facilitate 
its rescue by JP Morgan Chase. These were seen 
as desperate measures and by year-end the Fed 
chairman had to accept the possibility of a US 
recession. The dollar weakened throughout the 
year - by 16 per cent against a strong euro. Oil and 
most other commodity prices remained volatile and 
remarkably firm, despite signs of weaker economic 
activity. 

Equity markets were finally spooked and 
although by late March they were taking some 
encouragement from the Bear Stearns rescue and 
banking rights issues, prices at year end had hardly 
recovered. UK equities returned –8 per cent for the 
year but there were large divergences with banks 
weak and mining companies very strong. Overseas 
equity markets in aggregate returned –1 per cent 

with emerging markets at +20 per cent and Pacific 
ex Japan at +9 per cent notably strong and Japan 
at –15 per cent the weakest. UK gilts returned +8 
per cent and index-linked +13 per cent but all credit 
suffered severely, particularly banking debt, and 
the ML sterling non-gilt index returned –1 per cent. 
UK property returned –1 per cent as activity seized 
up with credit tight while retail investors withdrew 
funds.

Performance
The value of the Fund fell over the year from 
£950m to £921m. The return of –4.8 per cent was 
well below the benchmark return of –2.4 per cent, 
reflecting the problems faced by many fundamental 
value strategies in this environment. Nevertheless, 
the results from Western Asset on bonds and UBS 
for UK equities were particularly disappointing.

Outlook 
The rebalancing of the US, UK, and several other 
economies following the “Anglo-Saxon” [housing/
consumer centric] model seems well overdue. 
A “nice decade” of cheap and plentiful credit 
has led to house prices well above long-term 
trend and unprecedented levels of unsecured 
personal debt. Imported consumer goods have 
caused trade deficits, which cannot be financed 
indefinitely by capital inflows, particularly if those oil 
producers and Asian manufacturers recycling their 
surpluses lose confidence in this economic model. 
Nevertheless, the unwinding of the credit “binge” 
has many potentially desirable effects. Housing 
becomes more affordable and after a hiatus, this 
should improve job mobility. Savings should pick 
up. At a lower exchange rate, tourism should revive 
and manufacturing should regain competitiveness. 
The US trade deficit already seems much less 
forbidding than a year ago – indeed the US is now 
a net exporter of cars, albeit mainly with Japanese 
badges. However, prolonged binges can take 
time to work off as the pain percolates through 
the economy and there is still a significant risk 
that defaulting mortgages and foreclosures on US 
homes with negative equity [9 million and rising] will 
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become self-reinforcing over the next few years. 
This could easily turn the present credit “crunch” 
into a US recession.

Significant issues remain too on the wider stage. 
Soaring commodity prices and volatile currencies 
inhibit progress on long-term capital projects. 
Growing OPEC surpluses do not easily trickle 
down to the hungry poor in the Third World. Recent 
action by some governments in the face of food 
riots to restrict exports and to subsidise basic 
foods goes against the theme of deregulation and 
free trade that has underpinned strong economic 
growth, particularly in Asia. The Beijing Olympics 
will doubtless throw unwelcome light on the lack 
of economic and political rights for most Chinese. 
Official corruption and dubious property rights 
suggest that the momentous transition to a 
developed modern state may yet stumble. Oil will 
remain a critical component of economic activity 
for several decades. Demand, stimulated by 
BRIC growth, seems to have become remarkably 
insensitive to price. Investment in energy efficiency, 
whilst continuous and impressive, is many years 
in gestation as is investment in new more complex 
mostly offshore oilfields, in nuclear and in other 
alternatives. There may be a speculative element in 
oil prices over $130 per barrel but it is hard to see 
any demand or supply factors bringing much relief 
for many years. The resulting global inflation with 
negative real interest rates in much of the emerging 
world could yet present a greater long-term threat 
to economic growth and stability than purely 
domestic US issues.

Here in the UK the sharp fall in mortgage approvals 
seems to confirm that house prices will fall 
significantly, despite the underlying shortage of 
homes. The authorities’ attempts to rejuvenate this 
market by accepting risk assets from banks as 
security may not do much to offset the constraints 
on supply resulting from the virtual demise of 
securitisation. Unemployment has started to rise 
as a result of cutbacks in financial services and 
house building and there isn’t much scope for 
increased Government spending. A really nasty 
housing market could still trigger recession here as 

in the US. Domestic profits will suffer from weaker 
demand and higher input costs, particularly fuel. 
For our remaining exporters this is an acceptable 
price to pay for renewed competitiveness, 
particularly if selling into euro markets where the 
terms of trade have improved by over 15 per 
cent since mid 2007. Also major multinationals 
still dominate equity markets and are relatively 
untroubled by domestic demand. Rights issues 
and tighter credit for private equity will restrain 
overall equity prices but “sovereign wealth funds” 
are growing rapidly and are prepared to diversify 
into equities, sometimes aggressively. The UK 
equity market is on an aggregate earnings yield of 
9 per cent and, even if those earnings don’t grow 
much for several years, for a long-term investor this 
seems reasonable value.

Overseas equity markets, developed and emerging, 
are valued on broadly similarly terms to the UK. 
They too offer reasonable value to the investor 
who is not too troubled by short-term swings in 
prices. On the other hand, the UK long government 
bond markets have limited attraction. A yield of 
0.7 per cent on inflation-linked reflects pressure 
from private pensions and annuity funds needing 
to provide guarantees almost regardless of cost. A 
fixed yield of 4.7 per cent also reflects significant 
doubts over the Monetary Policy Committee’s 
ability to meet its inflation target. However, within 
credit, there is still phenomenal dispersion and 
pockets of value will undoubtedly emerge, as 
losses are taken and confidence returns. UK 
commercial property transactions have dried up 
under adverse credit conditions and headline 
valuations probably have further to fall before 
willing buyers and sellers can deal in confidence. 
Nevertheless, a yield of 6 per cent with upward only 
rent reviews, a high degree of investor protection 
and land shortage remains a sound diversification 
from equities. 

The pain of credit withdrawal has seen markets 
off to an erratic start in 2008/09 but they are a 
discounting mechanism and quite a bit of gloom 
seems to be “in the price”. 
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Strategic Asset Allocation

The bulk of the Fund, 65 per cent, continues 
to be held in equities to produce the higher 
long-term returns that should help to minimise 
employer contributions. A balance is struck with 
bonds, property and other alternatives providing 
diversification. This should help moderate potential 
short-term upward fluctuations in contributions if 
equity markets again suffer a major and prolonged 
downturn, as in 2000/03 or 1973/74.

The overseas equity benchmark distribution 
moved in 2006/07 some way from the former equal 
weights for North America, Europe [ex UK] and 
Pacific Basin towards market capitalisation, which 
weights the US more highly. A complete move 
to market cap is under discussion. The Pensions 
Committee is also considering hedging part of the 
associated overseas currency exposure back into 
sterling, as historically this has tended to dampen 
the variability of returns. 

Fund management

All the fund managers are kept under regular review 
to help ensure that active management has the 
best possible prospect of adding value over a full 
market cycle. The dislocation in many financial 
markets has not only signalled the end to the credit 
binge but also to some mechanical investment 
strategies, typically using fashionable trend and risk 
chasing masquerading as manager skill. It may take 
some time to sort the wheat from the chaff. 

Paul Meredith, Independent Advisor 
18th July 2008 



Foreword to Accounts

The Accounts summarise the transactions and net 
assets of the Fund. They do not take account of 
liabilities to pay pensions and other benefits in the 
future. The actuarial position of the Fund, which does 
take account of such liabilities, is dealt with in the 
notes to the Accounts on pages 21 to 26 and in the 
Actuarial Position Statement on page 27.

Stephen Wood, CPFA 
Group Director: Business Management 
27th June 2008 

Auditor’s Report to Gloucestershire 
County Council

The Pension Fund Accounts are currently being 
audited. In accordance with guidance from the 
Audit Commission, the audit of the Pension Fund 
Accounts will be covered by the opinion issued on the 
County Council’s accounts and therefore there is no 
requirement to currently provide a separate opinion in 
the Annual Report.

Statement of Accounts 
2007/08
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Fund Account for the year ended 31st March 2008 
* 2006/07 figures re-stated. See note 18, page 26.

 2006/07      2007/08

 £000 £000   Note £000 £000

   Contributions receivable 1(d) & 9

 39,704  Employers - normal  45,282 
 5,482   - special  2,546 
 14,143  Employees - normal  14,853 
 409   - additional contributions  492 
 7,329  Transfer values received  5,881

   Other income

 851*  Recoveries for services provided  1,093

   Benefits payable  1(e) & 9

 (36,056)*  Pensions   (38,869)
 (5,877)  Retirement grants  (7,422) 
 (827)  Death grants   (712)

   Payments to and on account of leavers

 (24)  Refunds of contributions  (32) 
 (5,592)  Transfer values paid  (4,003)
 (3)  State scheme premiums  5

 (1,344)*  Administrative expenses 1(g)  (1,398)

  18,195 Net additions from dealings with members   17,716

   Returns on investments

 24,998  Investment income 12 25,824 
 4  Taxation   33 
   Change in market value of investments 
 28,422   - realised  30,103
 4,134   - unrealised  (100,036)
 (2,736)  Investment management expenses 1(f) (2,770)

  54,822 Net returns on investment   (46,846)

   Net increase/(decrease) in the 
  73,017 Fund during the year   (29,130)

  876,872 Opening net assets of the scheme   949,889

  949,889 Closing net assets of the scheme   920,759
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Net Asset Statement as at 31st March 2008
* 2006/07 figures re-stated. See note 18, page 26.

 2006/07      2007/08
 £000 £000   Note £000 £000

   Fixed Interest Securities 
 64,354  UK - Public Sector  39,658 
 -   - Gilt Futures Contracts 16 19,477 
 78,873   - Other  95,204 
 13,169  Overseas  - Public Sector  19,063 
 -    - US Treasury Options  16 164 
    - US Treasury Bond Futures  
 (13,143)   - Contracts 16  (29,084) 
      - European Government Bond  
 (6,552)   - Futures Contracts 16 (3,884)
 5,622    - Other  15,059 
 207   - Other - unquoted  -

  142,530     155,657

   Equities 
  268,590 UK    254,671

   Index-Linked Securities 
 52,095  UK    52,563 
 1,626  Overseas   1,298

  53,721     53,861

   Pooled Funds  13 
 32,158  UK - Equities  9,576 
   Overseas   - Managed from within the UK 
 277,286   - Equities  263,566 
   Overseas   - Managed from outside the UK 
 32,690*                     - Equities  38,860 
 8,082*                     - Fixed Interest  19,062

  350,216     331,064

   Unit Trusts   
  75,958 UK Property Unit Trusts   82,526

   Other Investments 
 454  Venture Capital/Private Equity  1,712 
   Cash instruments held on behalf of the  
 6,237  investment managers  - UK  11,839 
 146                                        - Overseas  824
 21,296  Other Investment Balances 7 (1,091)
 257  Currency Options  101 
 -  UK LIBOR/Cash Futures Contracts  48,734
 20,369  Cash backing Open Futures  (33,222) 

  48,759     28,897

   Current Assets 
 7,849  Cash  2 10,450 
 3,673  Debtors  3 10,558

  11,522     21,008

   Less Current Liabilities    
  (1,407) Creditors  4  (6,925)

  949,889 Net Assets  8  920,759
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Notes to the Accounts 2007/08
1. Accounting Policies

(a) Accounting Standards
The accounts have been prepared to meet the 
requirements of the Local Government Pension 
Scheme Regulations 1997 and subsequent 
amendments. They also meet the requirements of 
the Statement of Recommended Practice (Revised 
November 2002) “Financial Reports of Pension 
Schemes” issued by the Pensions Research 
Accountants Group (PRAG). The Accounting 
Standards Board (ASB) has approved PRAG for 
issuing recognised SORP’s for pension schemes. 
The accounts do not take account of liabilities to 
pay pensions and other benefits in the future. 

(b) Basis of Preparation
The accounts have been prepared on the 
accruals basis – that is, income and expenditure 
is recognised as it is earned or incurred, not 
as it is received or paid, so far as amounts due 
have been determined in time for inclusion in 
the accounts. Benefits payable and refunds 
of contributions have been brought into the 
accounts on the basis of all valid claims 
approved during the year. Transfer values are 
accounted for when they are paid or received.

(c) Investments
Investments are shown in the accounts at market 
value which has been determined as follows:-
(i) Any investments priced within the Stock 

Exchange Electronic Trading Service (SETS) 
are valued at the last traded price. Any 
investment not priced within the SETS system 
but quoted on a recognised investment 
exchange is taken at the middle market 
price at the close of business on 31st March 
2008. Where securities do not actively trade 
through established exchange mechanisms 
a price is obtained from the manager of the 
investment vehicle.

(ii) Unit Trust investments are valued at the 
middle market price at the accounting date.

(iii) Investments held in foreign currencies are 
shown at market value translated into sterling 
at the exchange rates prevailing on 31st 
March 2008.

(iv) Acquisition costs of investment (e.g. stamp 
duty) are treated as part of the investment 
cost.

(v) The accounts for the year ended 31st March 
2008 use the valuations for the Fund’s assets 
provided by our custodian, BNY Mellon Asset 
Servicing. This reflects the position of the 
custodian who is ultimately responsible for 
the Fund’s cash. Fund Managers must make 
sure that their records agree with those kept 
by the custodian. It also means the various 
portfolios are consistent so that the same 
stocks, in different portfolios, are valued on 
the same basis.

(vi) Where Futures are employed they are valued 
at an amount equal to the value of securities 
that, if held as an alternative to the Futures 
contract, would provide a similar return to 
that obtained on the Futures contract. In 
addition to showing the position of the Future 
in the underlying asset class, the associated 
cash position that would have arisen if 
the physical securities had been actually 
purchased or sold is shown within Other 
Investment Balances.

(d) Contributions
Contributions represent those amounts receivable 
from various employing authorities in respect 
of their own contributions and those of their 
pensionable employees. Employers’ contributions 
are determined by the Actuary from triennial 
valuations of the Fund’s assets and liabilities. 

Employees’ contributions have been included at 
the rates prescribed by the Local Government 
Pension Scheme Regulations 1997. 

Special contributions are those contributions 
paid by an employer to compensate the Pension 
Fund for early retirement costs, excess ill-health 
retirement costs or to improve their funding levels. 
These payments follow the principles outlined in 
the Funding Strategy Statement and are either 
paid in one lump sum or (historically) over several 
years, dependent on the status of the employer. 
When a payment is spread there is an extra cost 
to reflect the delay in total payment. At 31st March 
2008 £688,287 (£736,805 2006/07) was due to 
the Pension Fund and is included in accruals.
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(e) Benefits, Refunds of Contributions and 
Transfer Values
Benefits payable and refunds of contributions 
have been brought into the accounts on the 
basis of all valid claims approved during the 
year. Transfer values are those sums paid to, or 
received from, other pension schemes and relate 
to periods of previous pensionable employment.

(f) Investment Management
The managers’ fees have been accounted for 
on the basis contained within their management 
agreement.

(g) Administration
The Regulations permit the County Council to 
charge the cost of administering the scheme 
to the Fund. A proportion of relevant officers’ 
salaries, on-costs and general overheads have 
been charged to the Fund on the basis of time 
spent on fund administration, as follows:

Administration 2007/08  2006/07 

 £000 £000

On-going costs 1,230 1,095

One-off payments 2  128

Actuarial fees 166  *121

 1,398 1,344

*2006/07 figures re-stated. See note 18, page 26.

2. Cash
At 31st March 2008 cash of £10.4m (£7.8m 
2006/07) was invested through the County 
Council’s short-term investment procedures.

3. Debtors
Debtor balances that are as a result of investment 
management are now included in Other Investment 
Balances, a breakdown of which is given in note 7. 

 2007/08 2006/07 

 £000 £000

Pension contributions 9,496 3,222

Miscellaneous debtors 1,062 451

 10,558 3,673

Of the £9.5m (£3.2m in 2006/07) due in pension 
contributions, £2.1m (£0.5m) was due from 
employees and £7.4m (£2.7m) was due from 
employers. No material employers’ contributions 
remain unpaid at year-end.

4. Creditors
Creditor balances that are as a result of investment 
management are now included in Other Investment 
Balances, a breakdown of which is given in note 7. 

 2007/08 2006/07 

 £000 £000

Pension benefits payable 4 2

Fees due to investment 

managers 950 866

Tax due to Inland Revenue on 

pension payments 407 385

Miscellaneous creditors 5,564 154

 6,925 1,407

5. Taxation

(a) UK Income Tax
The Fund is exempt from UK capital gains tax 
on the proceeds of investments sold. Since July 
1997 the Fund has been unable to reclaim tax 
credits on UK dividend income but can reclaim 
the tax deducted from UK property unit trusts.

(b) Overseas Withholding Tax
Withholding tax is payable on income from 
overseas investments. This tax is recovered 
wherever local tax laws permit.
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6. Investment Activity

£431.6m (£272.1m in 2006/07) of investments was 
purchased during the year and £383.9m (£241.0m) 
of sales were realised. A breakdown of the 
investment activity over various asset categories is 
given below.

Asset  Market  Purchases Sales Change Market 
Class Value at  at cost  proceeds  in Market, Value at 
  31.3.07    Value, new 31.3.08 
    money and 
    accruals
  £000  £000  £000  £000 £000 

Fixed 
Interest 142,530 247,016 228,353 (5,536) 155,657

UK 
Equities 268,590 110,243 85,610 (38,552) 254,671

Index- 
Linked 53,721 17,275 22,312 5,177 53,861

Pooled 
Investments 350,216 34,841 42,598 (11,395) 331,064

Property 
Unit Trusts 75,958 17,751 - (11,183) 82,526

Other 
Investments 48,759 4,460 4,991 (19,331) 28,897

In-house 
Cash and 
Accruals 10,115 - - 3,968 14,083

 949,889 431,586 383,864 (76,852) 920,759 

The change in market value of investments during 
the year comprises all increases and decreases in 
the market value of investments held at any time 
during the year, including the profits and losses 
realised on sales of investments during the year.

The purchases and sales figures do not include 
cash instruments.

7. Other Investment Balances

Debtors and creditors arising as a result of 
investment management are included within Other 
Investment Balances.

 2007/08 2006/07 
  £000 £000

Debtors

Outstanding settlement of share sales  7,229 34,934

Accrued dividend income and tax reclaims 
due on dividend income 6,542 5,484

 13,771 40,418

Creditors  

Outstanding settlement of 
share purchases  (14,862) (19,122)

 (1,091) 21,296

8. Management of Fund Assets

The market value of investments managed by each 
external manager at the end of the financial year 
was:-

 2007/08 2006/07
 £000 % £000 %

Western Asset 
Management Company 241,020 26.18 227,657 23.97

Barclays Global Investors 263,567 28.62 266,269 28.03

UBS Global Asset 
Management 125,631 13.64 156,322 16.46

Standard Life 
Investments 150,162 16.31 161,143 16.96

Hermes Investment 
Management Property 
Unit Trust 83,414 9.06 76,135 8.02

Acadian Asset 
Management 39,222 4.26 31,649 3.33

Hermes Focus 
Asset Management  - - 19,946 2.10

YFM Group 1,712 0.19 454 0.05

Total – External 
Managers 904,728 98.26 939,575 98.92

In-house cash 
and accruals 14,083 1.53 10,115 1.06

Cash instruments 
with Custodian 1,948 0.21 199 0.02

Total 920,759 100.00 949,889 100.00
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9. Analysis of Benefits Payable and 
Contributions Receivable
During 2007/08, benefits payable and 
contributions receivable were analysed between 
the administering authority, scheduled bodies and 
admitted bodies. This information is given below:-

 Contributions Received Benefits Paid
 07/08 06/07 07/08 06/07 06/07 
     *restated 
 £000 £000 £000 £000 £000

Gloucestershire 
County Council 
(including 
schools) 35,463 31,853 23,967 22,462 22,648

Scheduled 
Bodies 24,730 25,320 21,181 17,735 18,317

Admitted 
Bodies 2,980 2,565 1,855 1,795 1,795

 63,173 59,738 47,003 41,992 42,760

* 2006/07 figures re-stated. See note 18, page 26.

10. Related Party Transactions
In the course of fulfilling its role as administering 
authority to the Fund, Gloucestershire County 
Council provided services at a cost of £1,398,000 

(£1,344,000* 2006/07). These costs are mainly 
employee related for those staff employed in 
ensuring the pension service is delivered. There 
are no disclosures required relating to Members 
of the Pension Committee. Transactions between 
employers and the Fund are disclosed in note 9. 
Surplus cash balances are invested through the 
Council’s short-term investment procedures.
* 2006/07 figures re-stated. See note 18, page 26.

11. Contingent Liabilities and Contractual 
Commitments
The Fund has invested £1,000,000, of its maximum 
commitment of £2,500,000, in the South West 
Venture Capital Fund managed by YFM Group. This 
fund provides start-up capital for new businesses 
in the South West region. The Venture Capital Fund 
is backed by the Department of Trade and Industry 
and is expected to continue for a further four years.

During 2007/08 the Fund increased its commitment 
to a maximum of £3m in the Chandos Fund, 
another YFM Group product. At 31st March 
2008, the Fund had invested £789,266 into this 
investment vehicle. This fund mainly provides 
expansion capital for high growth businesses.

12. Dividend Income
Investment income of 
£25.9m (£25.0m 2006/07) 
shown in the accounts 
arises from the following 
investment categories.
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13. Pooled Funds
A short description of each type of pooled fund in 
which the Pension Fund invests is given below.

 2006/07    2007/08
 £000   £000

  Managed Funds 

  Overseas  - Managed from 
   - outside the UK,  
  31,650  - Equities - unquoted 38,860  

  Unit Trusts 

  8,207  UK  - Equities - unquoted 6,264 

  Limited Liability Partnerships 

  **19,946 UK  - Equities -   
    Overseas  - Managed from 
   - outside the UK, 
 *1,040  - Equities - unquoted - 
   Overseas  - Managed from 
   - outside the UK, 
 *8,082  - Fixed Interest - unquoted  19,602 

  29,068   19,602 

  Unitised Insurance Policies

  4,005  UK  - Equities - unquoted 3,312   
 277,286  Overseas  - Equities - unquoted  263,566 

  281,291     266,878

  350,216    331,064

* 2006/07 figures re-stated. See note 18, page 26.

**Limited Liability Partnerships, UK equities include the Hermes III 
Focus Fund, which during the year incorporated the limited use of 
unlisted securities into its investment strategy.

Unitised Insurance Policy:
Investors are issued with a life policy representing 
title. Investors’ ‘holdings of units’ represent a 
means of calculating the value of their policy. The 
life fund / company holds the pool of investments 
and is the owner of all the assets. The activities 
of life companies are regulated by the FSA.

Unit Trust:
Unit trusts are collective funds which allow private 
investors to pool their money in a single fund, thus 
spreading risk, getting the benefit of professional 
fund management and reducing dealing costs. Unit 
trust trading is based on market forces and their 
net asset value - that is the value of their underlying 
assets divided by the number of units in issue. The 
activities of unit trusts are regulated by the FSA.

Managed  fund:
A fund managed for a number of investors by an 
investment company. The fund is invested in a wide 
range of securities so as to keep risk to a minimum 
and enabling a broader spread of investments for 
the investor.

Unquoted Securities
These are included in the Accounts at a value 
estimated by the investment manager concerned.

14. Stock Lending
The Pension Funds’ custodian is authorised to 
release stock to a third party under a stock lending 
arrangement. At 31st March 2008 the value of 
stock out on loan was £75.9m (£99.4m 2006/07) 
comprising of £35.4m (£27.9m) in UK equities 
and £405m (£71.5m) in UK Government stock. 
Collateral to the value of 106 per cent (103 per cent) 
of the amount of stock out on loan was held in the 
form of government stock and UK equities. The 
average balance of stock out on loan during the 
year was £27.2m (£18.2m).

15. Investments exceeding 5 per cent of Total 
Net Assets
At 31st March 2008 the Pension Fund held the 
following investments that each exceeded 5 
per cent of the total value of the net assets of 
the scheme. These are detailed as follows:-

  2007/08  2006/07
 £000 % £000 %

Hermes Property Unit Trust 80,066 8.7 75,958 8.0

Barclays Global Investors Ascent 
Life European Equity Fund 81,629 8.9 85,863 9.0

Barclays Global Investors Ascent 
Life Japanese Equity Fund 46,672 5.1 49,438 5.2

Barclays Global Investors Ascent 
Life US Equity Fund 99,160 10.8 106,442 11.2

 307,527 33.5 317,701 33.4
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16. Futures & Options

At 31st March 2008 futures contracts and options 
with a value of £35.5m (£19.69m 2006/07) had 
been entered into. The futures contracts and 
options are included within the underlying asset 
class.

 2007/08 2006/07 
 £000 £000

Futures Contracts  

- UK Public Sector 19,477 -

- Overseas Public Sector Fixed Interest -32,968 -19,694

- Other Investment Balances 48,734 -

 *35,243 -19,694

Options  

- Overseas Public Sector Fixed Interest 164 -

- Other Investment Balances 101 -

 265 -

 35,508 -19,694

*A corresponding credit entry of £35.2m (2006/07 
debit £19.69m) has been included within Other 
Investment Balances, which reflects the cash 
position that would have arisen if the futures 
contracts were closed.

17. Separately invested additional voluntary 
contributions
The in-house additional voluntary contribution 
scheme is run by Prudential and the AVC’s are 
invested separately in funds managed by them. 
These amounts are not included in the Pension 
Fund Accounts in accordance with regulation 
5(2) (c) of the Pension Scheme (Management and 
Investment of Funds) Regulations 1998 (SI 1998 
No. 1831).

Separately invested additional voluntary 
contributions paid by members during the year 
totalled £588,840 (£575,224 2006/07). As at 31st 
March 2008 the value of separately invested 
additional voluntary contributions was £7.6m 
(£7.2m).

18. Comparative figures re-stated
(a) Previously, recoverable expenditure had been 
netted off against the relevant expenditure category; 
this is now identified separately as income.

 2006/07 2006/07 
 accounts re-stated 
 £000 £000

Pensions 35,288 36,056

Other income - (851)

Administrative expenses 1,261 1,344

 36,549 36,549

(b) i) Last year a Fixed Interest Pooled Fund 
was incorrectly classified as an Equity Pooled 
Fund. The comparative figures for 2006/07 
have been restated to reflect that correction. 

 2006/07 2006/07 
 accounts re-stated 
 £000 £000

Overseas - Managed from outside the UK  

  - Equities 34,314 32,690

  - Fixed Interest 6,458 8,082

  40,772 40,772

(b) ii) The Pooled Funds are analysed further 
in the notes to the accounts and the above 
change to the comparative figures has made it 
necessary to restate the note as detailed below.

 2006/07 2006/07 

 accounts re-stated 

 £000 £000

Limited Liability Partnerships  

Overseas - Managed from outside the UK  

 - Equities - unquoted 2,664 1,040

 - Fixed Interest - unquoted 6,458 8,082

  9,122 9,122
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As required by Regulation 77 of the Local 
Government Pension Scheme Regulations 1997, 
an actuarial valuation of the assets and liabilities of 
Gloucestershire County Council Pension Fund (“the 
Fund”) was carried out as at 31 March 2007. 

Security of Prospective Rights
In my opinion, the resources of the Fund are likely in 
the normal course of events to meet the liabilities of 
the Fund as required by the Regulations. In giving 
this opinion, I have assumed that the following 
amounts will be paid to the Fund:

l  Contributions by the members in accordance 
with the Local Government Pension Scheme 
Regulations 1997, then in accordance with the 
Local Government Pension Scheme (Benefits, 
Membership and Contributions) Regulations 
2007; and

l  Contributions by employers in accordance 
with the Rates and Adjustments Certificate 
dated 30 March 2005 for the year ending 31 
March 2008. Thereafter, for the three years 
commencing 1 April 2008, as specified in my 
Rates and Adjustments Certificate dated 20 
March 2008.

Summary of Methods and Assumptions 
Used
Full details of the method and assumptions are 
described in my valuation report dated 20 March 
2008 and the assumptions contained therein.
Copies of these documents are available on request from 
Gloucestershire County Council, administering authority to 
the Fund. 

My opinion on the security of the prospective rights 
is based on: 

l  the projected unit valuation method where 
there is an expectation that new employees 
will be allowed to join an employer; or 

l  the attained age valuation method for 
employers who were closed to new entrants. 

These methods assess the cost of benefits 
accruing to existing members during:

l	 the year following the valuation; or
l  the remaining working lifetime, respectively

allowing for future salary increases. The resulting 
contribution rate is adjusted to allow for any 
difference in the value of accrued liabilities and the 
market value of assets.

 Since I have taken assets into account at their 
market value, it is appropriate for me to take my 
lead from the market when setting the financial 
assumptions used to value the ongoing liabilities. 
This ensures the compatibility of the asset and 
liability valuation bases.

The key financial assumptions adopted for this 
valuation are as follows:

Financial Assumptions March 2007
 % p.a. % p.a.  
 Nominal  Real

Discount Rate 6.1% 2.8%

Pay Increases 4.7% 1.5%

Price Inflation / Pension Increases 3.2% -

The 2007 valuation revealed that the Fund’s assets, 
which at 31 March 2007 were valued at £950 
million, were sufficient to meet approximately 74% 
of the liabilities accrued up to that date. 

Individual employers’ contributions have been set 
in accordance with the Fund’s Funding Strategy 
Statement. The deficits for each individual employer 
are being spread over a period up to a maximum 
of 20 years. Any rise in contribution rates from 31 
March 2008 is being phased in over a period up to 
3 years.

The next valuation of the Fund will be carried out as 
at 31 March 2010.

My opinion on the security of prospective rights 
is dependent upon any increased contribution 
requirements being met by the employers. This 
statement should be read in the context of the 
statutory nature of the scheme.

Bryan T Chalmers FFA 
25 June 2008 
For and on behalf of Hymans Robertson LLP
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Scheduled Bodies
Gloucestershire County Council

Gloucestershire County Council - Schools

Cheltenham Borough Council

Cotswold District Council

Forest of Dean District Council

Gloucester City Council

Stroud District Council

Tewkesbury Borough Council

Gloucestershire Police Authority

Gloucestershire Probation Board

Ashchurch Parish Council*

Bishops Cleeve Parish Council

Brockworth Parish Council

Cainscross Parish Council

Cam Parish Council

Chalford Parish Council

Charlton Kings Parish Council*

Cinderford Town Council

Cirencester Town Council

Coleford Town Council

Dursley Town Council

Fairford Town Council*

Hardwicke Parish Council

Hucclecote Parish Council

Lechlade Town Council

Leonard Stanley Parish Council

Lower Slaughter Parish Council*

Lydney Town Council

Nailsworth Town Council

Newent Town Council

Northleach with Eastington Town Council

Painswick Parish Council

Prestbury Parish Council

Rodborough Parish Council

Shurdington Parish Council

Stroud Town Council

Tetbury Town Council

Tewkesbury Town Council

Whiteshill & Ruscombe Parish Council*

Wotton-Under-Edge Town Council 

18.9

18.9

22.5

16.4

19.5

22.0

17.5

18.2

14.4

21.7

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

15.8

2007/08 CONTRIBUTION RATES
Expressed as a percentage of 

pensionable pay

Contribution rates for each authority for the period 
1st April 2007 to 31st March 2008
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Scheduled Bodies (cont.)
Cirencester College

Gloucestershire College (formerly GLOSCAT)

Hartpury College

Royal Forest of Dean College

Stroud College of Further Education

University of Gloucestershire

Cheltenham Borough Homes

Cotswold Conservation Board

Gloucestershire and Severnside Valuation Tribunal

Gloucester City Homes

Admitted Bodies
Accord

Atkins/Gloucestershire Highways

Atkins Tupe **

Brandon Trust

Cotswold Archaeological Trust

Cotswold Water Park Society

Two Rivers Housing (formerly Forest of Dean Housing)

Fosseway Housing Association

Gloucestershire Airport

Gloucestershire Deaf Association

Gloucestershire Group Homes

Lower Severn Drainage Board

Morrison Facility Services

The Orders of St John Care Trust

Severnvale Housing Association

Southern Electric Contracting

Stroud Court Community Trust

Gloucestershire Primary Care Trust 
(formerly West Gloucestershire)

12.9

15.4

11.6

18.2

15.3

14.3

12.5

11.0

40.0

13.3

16.1

15.1

13.6

15.8

13.5

45.4

14.4

19.4

21.2

21.8

13.5

21.0

17.6

19.0

21.6

15.5

17.5

15.5

2007/08 CONTRIBUTION RATES
Expressed as a percentage of 

pensionable pay

Contribution rates for each authority for the period 
1st April 2007 to 31st March 2008

* These employers do not have any current employees 

** Joined the Fund after the 2007 actuarial valuation

The Rates & Adjustment Certificate produced by the Actuary for the period 1st April 2005 to 31st March 
2008 may be downloaded from the website www.gloucestershire.gov.uk/pensionsinvestments

The Rates & Adjustment Certificate produced by the Actuary for the period 1st April 2008 to 31st March 
2011 is contained within the actuarial valuation which may also be downloaded from the website 
www.gloucestershire.gov.uk/pensionsinvestments



Introduction

The Local Government Pension Scheme (LGPS) 
was established in accordance with statute to 
provide death and retirement benefits for all eligible 
employees.

The County Council is the designated statutory 
body (Administering Authority) responsible for 
administering the Gloucestershire LGPS Fund on 
behalf of its scheduled and admitted bodies. The 
Council is responsible for setting investment policy, 
appointing suitable persons to implement that 
policy and carrying out reviews and monitoring of 
investments and performance.

The Council have delegated the duties of the 
Administering Authority to the Pension Committee, 
formerly known as the Investment Committee, 
whose role it is to advise the full Council on any 
matter relating to the proper management and 
maintenance of the Gloucestershire Pension Fund.

The Committee can appoint investment advisors 
and consultants to assist them in this role.

The Committee has delegated the day-to-day 
management of the Fund’s investments to 
professional investment managers, whose activities 
are governed by detailed Investment Management 
Agreements.

LGPS Regulations 1999 (Management and 
Investment of Funds – Amendment) require 
administering authorities to prepare, maintain 
and publish a written statement recording the 
investment policy of the pension fund. LGPS 
Regulations 2002 (Management and Investment 
of Funds)(Amendment) further requires this 
statement to be reviewed annually and incorporate 
a record of compliance with the ten principles of 
investment practice set out in “CIPFA Pension 
Panel Principles for Investment Decision Making in 
Local Government Pension Scheme in the United 
Kingdom”.

The principles outlined in this statement are 
effective from 30th September 2002 and were last 
updated in February 2008.

2. Investment Responsibilities
The Pension Committee’s duties in relation to 
investments are:

l  To set the investment policies of the Fund, 
including the establishment and maintenance 
of a strategic benchmark for asset allocation, 
drawing upon appropriate professional advice

l  To appoint and review the performance of all 
Fund Managers and associated professional 
service providers

l  To consider any other matter relevant to the 
proper operation and management of the Fund

l  To approve and keep under review the Funding 
Strategy Statement

l  To approve and keep under review the 
Statement of Investment Principles

l  To report annually to County Council

The Investment Managers are responsible for:

l  The investment of the Fund’s assets in 
compliance with the prevailing legislation, their 
investment management agreement and this 
statement

l  Tactical asset allocation around the strategic 
benchmarks set out in this statement

l  Stock selection within asset classes

l  The Fund’s assets under their management 

l  Constructive shareholder engagement and 
shareholder voting in matters of socially 
responsible investment and the promotion of 
good corporate governance

l  Providing monthly valuations of the Fund’s 
assets under their management with details of 
all transactions during that month

l  Preparation of compliance statements with 
respect to this statement insofar as it relates to 
the investment managers’ services to the Fund

The Custodian is responsible for:

l  The custody of the Fund’s assets 

l  Settlement of all investment transactions, 
collection of all income and making tax 
reclaims

Statement of Investment Principles

G
lo

uc
es

te
rs

hi
re

 L
oc

al
 G

ov
er

nm
en

t 
Pe

ns
io

n 
Fu

nd
 A

nn
ua

l R
ep

or
t 

20
07

 -
 2

00
8

30



l  Reconciliation of asset, transaction and 
dividend records with the investment fund 
managers

The Pension Committee appointed ABN Amro 
Mellon (now renamed BNY Mellon) as the Fund’s 
global custodian in July 2004. The contract was 
effective from the last quarter of the financial year 
2004/05.

The Investment Advisor is responsible for:

l Assisting the Pension Committee in the 
selection and appointment of investment fund 
managers and custodian

l Assisting the Pension Committee in their 
regular monitoring of the investment manager’s 
performance

l Advising on strategic asset allocation and 
benchmarks

l  Advising the Pension Committee on 
investment and market developments, 
corporate governance and socially responsible 
investment issues

The Pension Committee appointed an independent 
investment advisor in October 2003.

3. Investment Policy

The long-term investment objectives for the Fund 
are to:

l maximise investment returns over the long-
term within an acceptable level of risk judged 
by the Pension Committee to be appropriate

l  ensure that sufficient assets are readily 
available to meet liabilities as they fall due

l aim for long-term stability in the employers’ 
contribution rates

l  achieve and maintain funding levels at, or 
close to, 100 per cent of the Fund’s liabilities.

The investment style is to appoint expert 
investment managers with clear performance 
benchmarks set against specific investment 
indices, and place maximum accountability for 
performance against those benchmarks on the 
investment managers.

The Pension Committee approved an investment 
manager review in April 2004. This review resulted 
in the appointment of six specialist investment 
mandates in replacement of the previous three 
balanced mandate managers. The new mandates 
cover UK Equity, Global Equity (ex UK), Emerging 
Markets, Global Fixed Interest and Property. 
Manager appointments were made at the end of 
2004 and the new mandates were effective from 
March 2005. 

In most cases the managers selected have 
conventional fee arrangements based on an 
ad valorem fee related to the value of the funds 
managed. However Hermes Property Asset 
Management also have a performance fee related 
to its out-performance against benchmark over a 
three year rolling period. The Fund considers that 
the managers’ investment mandates provide an 
appropriate performance incentive.

Mandate Manager Benchmark

UK Equities  Standard Life Pension FTSE All Share 
 Funds (SLPF) 

UK Equities  UBS Global Asset  FTSE All Share 
 Management (UBS) 

Global Equities ex-UK Barclays Global FTSE AW Dev 1/3rds 
 Investors (BGI)

Global Fixed Interest Western Asset Composite UK/ 
 Management Overseas 
 Company (WAMCO)

Property Hermes Property HSBC/APUT 
 Asset Management Balanced WA 
 (HPUT)

Emerging Markets Acadian Asset MSCI Emerging 
 Management (AAM) Markets Free Index

There are also investments with:

l  YFM Group; a specialist private equity/venture 
capital manager. The Fund has invested 
with the South West of England Regional 
Venture Capital Fund, which is backed by 
the Department of Trade and Industry and 
supports fast growing SME’s across the South 
West region, and with the Chandos Fund, 
which invests in small, fast growing businesses 
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targeting buy-outs, buy-ins, development 
capital, pre IPO rounds and equity release/
partial sales. The Pension Fund’s maximum 
commitment to these Funds is: SWVF, £2.5m 
and Chandos, £3m.

The investment managers may, subject to the 
limitations of legislation, their management contract 
and this statement, invest in those assets to which 
their specialist mandates relate. This enables the 
Fund 

l  to receive specialist advice from the managers 
on the strategies each is following

l  to monitor the performance of the asset 
allocations agreed by the Committee as being 
appropriate to the Gloucestershire Fund 

l to develop performance benchmarks 
appropriate to the Fund’s objectives

l  to monitor the performance of the managers 
against specific performance measures 

In April 2006 the Fund decided its strategic 
asset allocations should change to reflect the 
outcome of an asset/liability study undertaken 
in November 2005. The phased implementation 
reflected a small shift between asset categories; the 
mandates awarded to the managers are unaffected 
and remain intended to achieve the long-term 
objectives for the Fund. The table below outlines 
the final position of the asset allocations: 

The Fund’s strategic asset allocations as a 
percentage of the Fund are:

Effective from: 31st March 2005 1st April 2007

UK equities 38.00 32.50

Overseas equities 24.00 29.25

Bonds 28.00 25.00

Property  7.00 10.00

Emerging Market 
equities  3.00  3.25

Cash  0.00  0.00

“Rebalancing” between asset classes is considered 
every quarter. Rebalancing will usually be achieved 
through the adjustment of the cash flow to each 
manager, but where absolute differences of 3 per 

cent or more arise then rebalancing will be achieved 
by moving cash between asset classes.

The Fund continues to hold a greater proportion of 
its assets in equities, which are currently considered 
to provide the most appropriate match with the 
Fund’s liabilities and should provide a better long-
term return than fixed interest investments.

Estimated long-term real returns for the major asset 
classes (assuming price inflation at 3.2 per cent) as 
at March 2007, include:

Equities 7.8 per cent per annum

Bonds 4.9 per cent per annum

Property 5.8 per cent per annum

The Fund controls risk through its strategic asset 
allocation policy that achieves a wide diversification 
of investments and by monitoring the risk inherent 
in managers’ performance. Investment managers 
are also required to implement appropriate risk 
management measures and to operate in such 
a way that the possibility of undershooting the 
performance target is kept within acceptable 
limits. This will include an appropriately diversified 
portfolio of holdings.

Investment managers make quarterly reports to the 
Pension Committee on investment performance, 
book and market values of investments and 
transaction details.

Investment manager performance against 
benchmark is reviewed quarterly. BNY Mellon 
Asset Servicing and WM Company, the Fund’s 
performance measurement companies, also 
undertake an annual review of performance against 
benchmark and other similar funds.

The Fund has a positive cash flow and therefore 
has no present requirement to realise assets in 
order to meet its liabilities. Investments are sold as 
part of normal investment management activities.

4. Socially Responsible Investments (SRI)

With regard to socially responsible investment the 
Committee has to take account of the following 
legal principles that apply to all pension schemes:G
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l  Administering authorities are free to adopt 
a policy of socially responsible investment, 
providing that they treat the financial 
interests of all classes of scheme members 
as paramount and their investment policies 
are consistent with the standards of care and 
prudence required by law.

l  Administering authorities are not entitled 
to subordinate the interests of members 
to ethical or social demands. The financial 
performance of the Fund, proper diversification 
and prudence are paramount.

l  Administering authorities may avoid certain 
kinds of prudent investment which they 
consider scheme members would regard as 
objectionable so long as they make equally 
financially advantageous and prudent 
investments elsewhere. They may also make 
“ethical” investments provided these are 
otherwise justifiable on investment grounds.

As a responsible investor, the Pension Committee 
supports corporate social responsibility, good 
practice and improved company performance 
amongst all companies in which we invest. In 
furtherance of these policies the Committee would 
wish the investment managers to be active in 
their constructive shareholder engagement with 
these companies regarding socially responsible 
investment issues. 

Issues that should be addressed include:

l  environmental issues

l  employment standards

l  human rights

l  community involvement

Investment managers should report such 
discussions/involvement as part of their quarterly 
reports to the Pension Committee.

5. Corporate Governance

Corporate governance is defined as “the system 
by which companies are controlled and directed”. 
Effective corporate governance ensures checks 

and balances in company management without 
restricting necessary incentives. Pension funds, 
as major shareholders, should promote good 
corporate governance as a means of ensuring good 
performance. The UK Steering Committee on Local 
Government Pensions (UKSC), Chartered Institute 
of Public Finance and Accountancy (CIPFA), 
Pension and Investment Research Consultants 
(PIRC) and the National Association of Pension 
Funds (NAPF), all advise pension funds to ensure 
voting rights are used to promote good corporate 
governance.

PIRC have established the following principles for 
corporate governance policy:

l  shareholders should assume the responsibility 
of ownership

l  shareholders’ voting rights are an asset, which 
need managing

l  shareholders’ voting rights should be 
exercised in an informed and independent 
manner

l  shareholders’ voting policies should reflect 
three main concerns:

l  to protect their rights as shareholders

l  to ensure that corporate governance 
standards are consistent with protecting 
assets

l  to promote corporate governance 
standards in order to enhance long term 
value

The Pension Committee supports the principles 
of best practice in corporate governance and 
delegates authority to the investment managers to 
exercise these voting rights in line with NAPF and/
or PIRC or GCC’s approved Corporate Governance 
on Socially Responsible Investment policies for 
voting guidelines.

Investment managers should report their voting 
actions as part of their quarterly reports to the 
Pension Committee.
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6. Compliance
The Pension Committee will review on an annual 
basis:

l  the Fund’s strategic asset allocations (and 
associated risks) 

l  the Statement of Investment Principles - 
the updated version will be posted on our 
website at www.gloucestershire.gov.uk/
pensionsinvestments 

The Investment Committee will review on a 
quarterly basis:

l  the investment performance of the Fund, both 
in total and by individual investment fund 
manager

l  the qualitative performance of the investment 
fund managers - this will include changes 
in ownership of the organisation, changes 
in personnel managing the Fund and the 
quality and timeliness of information from the 
manager

l  the need to re-balance between asset classes 
to maintain the strategic asset allocation at its 
agreed level 

G
lo

uc
es

te
rs

hi
re

 L
oc

al
 G

ov
er

nm
en

t 
Pe

ns
io

n 
Fu

nd
 A

nn
ua

l R
ep

or
t 

20
07

 -
 2

00
8

34



G
lo

uc
es

te
rs

hi
re

 L
oc

al
 G

ov
er

nm
en

t 
Pe

ns
io

n 
Fu

nd
 A

nn
ua

l R
ep

or
t 

20
07

 -
 2

00
8

35

Myners Report Current position against the 10 pension 
principles set out by The Myner’s Report

Decisions should be taken only by persons 
or organisations with skills, information and 
resource necessary to take them effectively

The Committee has access to in-house support 
and a range of external advice from technical 
experts and consultants

Clear investment objectives should be set 
that take into account investment risk and 
fund’s liabilities

Asset Liability Study completed in November 2005; 
strategic asset allocation effective April 2006, 
completed by 1st April 2007; specialist mandates 
and performance benchmarks effective from 1st 
quarter of 2005; Funding Strategy Statement in 
place (reviewed May 2007).

Strategic asset allocation should receive 
high level of attention

Strategic asset allocations reviewed in April 2006.  
Reviewed allocations in place 1st April 2007.

An appropriate range of expert advice 
should be secured

Hymans Robertson – actuarial contract 
BNY Mellon - Global Custodian 
Independent Advisor appointed October 2003 
Performance Measurement Service: 
BNY Mellon Asset Servicing and WM Company

Full range of investment opportunities 
considered including private equity

The full range of opportunities has been considered 
as part of the 2006 strategic review

Asset allocation should reflect a fund’s own 
characteristics, not the average allocation of 
other funds

The Fund has its own performance benchmarks 
reflecting its own liability profile

Appropriate in-house support staff should 
be available

In-house staffing provides appropriate support

Trustees should be paid Members Allowance Scheme in place

There is an Investment Sub-Committee The Pension Committee fulfils this role

Trustees should have the appropriate skills Trustees assess their own capabilities and training 
opportunities are offered when required

Forward looking business plan The Pension Committee considers an annual 
business plan

Gloucestershire County Council’s level of compliance with the Myner’s report 
10 Principles of Investment as at 1st April 2007

1.  Myner’s Effective Decision-Making – Compliant

2.  Clear Objectives – Compliant

3.  Focus on Asset Allocation – Compliant

4.  Expert Advice – Compliant

a.

b.

c.

d.

e.

f.

a.

a.

b.

c.

a.



Myners Report Current position against the 10 pension 
principles set out by The Myner’s Report

Explicit written mandates should operate 
for all managers that cover objectives, 
benchmarks and risk, manager’s approach 
linked to Fund’s aggregate objectives and 
risk tolerances

Investment mandates are aligned to the Fund’s 
strategic objectives and tolerance to risk

Funds should adopt the principle of US 
Department of Labour Interpretive Bulletin 
on activism

The Committee has not adopted this principle, but 
does follow guidance issued by NAPF and PIRC

Managers should have an explicit strategy 
for company interaction

Managers are required to produce regular reports 
on activism in accordance with the Committee’s 
policy.  This policy is kept under review

Trustees should arrange for the performance 
of its strategy, benchmark, manager policy 
and advisors to be measured

Annual review conducted by BNY Mellon Asset 
Servicing and WM Company.  Manager’s 
performance against benchmark monitored 
quarterly at Committee meetings

Trustees should explicitly consider 
benchmarks selected and their suitability, 
any unusual movements of an index, the 
nature of the index relative to the investment 
requirements and ability to achieve 
performance targets relative to the index

Specialist index performance benchmarks in 
place 1st April 2005, following strategic review of 
investment management arrangements and asset 
allocations undertaken during 2004. Benchmarks 
reviewed and changes implemented as part of 
Strategic Asset Allocation.

Mandates should not be terminated without 
due cause

Investment reports are reviewed quarterly.  More 
frequent review would be introduced where 
performance falls below agreed benchmarks over a 
period

The mandates should not exclude any 
set of financial instruments without clear 
justification

The use of instruments is permitted subject to the 
investment management contract and the limits of 
regulations

Management fees should be inclusive 
of external research, information and 
transaction services

Investment management agreements have clearly 
defined fee scales.  The Committee policy on soft 
commissions is kept under review
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5.  Explicit Manager Mandates – Compliant

6.  Activism – Compliant

7.  Appropriate Benchmarks – Compliant

8.  Performance Measurement - Compliant

a.

b.

c.

d.

a.

b.

a.

a.



G
lo

uc
es

te
rs

hi
re

 L
oc

al
 G

ov
er

nm
en

t 
Pe

ns
io

n 
Fu

nd
 A

nn
ua

l R
ep

or
t 

20
07

 -
 2

00
8

37

Myners Report Current position against the 10 pension 
principles set out by The Myner’s Report

The Statement of Investment Principles 
(SIP) should set out:
l  Who is taking which decisions
l  Why structure was selected
l  The Fund’s planned asset allocation 

strategy including projected investment 
returns to each asset plan

l  How strategy has been arrived
l  Mandates given to advisors and 

managers
l  Nature of fee structures and why 

selected

The Fund considers it is fully compliant 

Trustees should publish their SIP and results 
of monitoring of advisors and managers

A summary of Fund performance is included in 
the Annual Report and included on the Council’s 
web site.  A summary Annual Report is sent to all 
members

Statement should explain why a Fund 
has decided to depart from any of these 
principles

Any areas of non-compliance are reported within 
the Statement of Investment Principles

9.  Transparency – Compliant

10. Regular Reporting – Compliant

a.

a.

b.
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The following reflects the Fund’s compliance with a set of best practice principles on governance and 
stewardship arrangements. These best practice principles were issued as draft statutory guidance in 
October 2007. 

(Published: July 2008)

Gloucestershire Pension Fund 
Governance Compliance Statement

Area

A) Structure

B) Representation

Principle 

a) The management of the 
administration of benefits and 
strategic management of fund assets 
clearly rests with the main committee 
established by the appointing council.

a) That all key stakeholders are afforded 
the opportunity to be represented within 
the main or secondary committee 
structure.  These include:

 i. employing authorities (including 
non-scheme employers, e.g. 
admitted bodies);

 ii. scheme members (including 
deferred and pensioner scheme 
members); 

b) That representatives of participating 
LGPS employers, admitted bodies and 
scheme members (including pensioner 
and deferred members) are members of 
either the main or secondary committee 
established to underpin the work of the 
main committee.

c) That where a secondary committee 
or panel has been established, 
the structure ensures effective 
communication across both levels

d)That where a secondary committee 
or panel has been established, at 
least one seat on the main committee 
is allocated for a member from the 
secondary committee or panel.

Level of 
Compliance

FULL – see 
Governance 
Policy Statement 

PARTIAL – not 
all employing 
authorities are 
represented

FULL – see 
Governance Policy 
Statement

FULL – see 
Governance 
Policy Statement

N/A – There is 
no secondary 
committee or 
panel 

N/A – There is 
no secondary 
committee or 
panel

Reason for 
Non-Compliance

N/A

Concerns over 
logistics and 
potential size of 
Committee but 
will keep under 
review

N/A

N/A

N/A

N/A
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iii. independent professional 
observers; and

iv. expert advisors (on an ad-hoc 
basis).

b) That where lay members sit on a 
main or secondary committee, they are 
treated equally in terms of access to 
papers and meetings, training and are 
given full opportunity to contribute to 
the decision making process, with or 
without voting rights.

PARTIAL 

FULL – see 
Governance Policy 
Statement

FULL – see 
Governance Policy 
Statement

The role of 
independent 
professional 
observers in 
e.g. assessing 
compliance with 
the Myners’ 
principles and risk 
management, can 
be met by elected 
councillors with 
support from 
specialist officers 
within the County 
Council.

N/A

N/A

C) Selection and 
Role of Lay 
Members

D) Voting

E)  Training/Facility 
Time/Expenses

a) That committee or panel members 
are made fully aware of the status, 
role and function they are required to 
perform on either a main or secondary 
committee. 

a) The policy of individual administering 
authorities on voting rights is clear and 
transparent, including the justification 
for not extending voting rights to each 
body or group represented on main 
LGPS committees.

a) That in relation to the way in which 
statutory and related decisions are 
taken by the administering authority, 
there is a clear policy on training, facility 
time and reimbursement of expenses 
in respect of members involved in the 
decision-making process.

FULL – see 
Governance 
Policy Statement

PARTIAL

FULL – see 
Governance 
Policy Statement 
and Members 
Allowances 
scheme within 
the Council’s 
Constitution

N/A

The fact that 
non-elected 
members do not 
have voting rights 
is clearly stated in 
the Governance 
Policy Statement 
– however the 
justification is not 
stated.

N/A

Area Principle Level of 
Compliance

Reason for 
Non-Compliance

B) Representation 
    (cont.)
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G) Access

H) Scope

I) Publicity

a) That subject to any rules in the 
council’s constitution, all members of 
main and secondary committees or 
panels have equal access to committee 
papers, documents and advice that 
falls to be considered at meetings of the 
main committee.

a) That administering authorities have 
taken steps to bring wider scheme 
issues within the scope of their 
governance arrangements.

a) That administering authorities have 
published details of their governance 
arrangements in such a way that 
stakeholders with an interest in the way 
in which the scheme is governed, can 
express an interest in wanting to be part 
of those arrangements.

FULL – see 
Governance 
Policy Statement

FULL – see 
Governance 
Policy Statement

FULL – see 
Governance 
Policy Statement

N/A

N/A

N/A

F)  Meetings - 
Frequency

b) That where such a policy exists, 
it applies equally to all members of 
committees, sub-committees, advisory 
panels or any other form of secondary 
forum.

a) That an administering authority’s 
main committee or committees meet at 
least quarterly.

b) That an administering authority’s 
secondary committee or panel meet at 
least twice a year and is synchronised 
with the dates when the main 
committee sits.

c) That administering authorities that do 
not include lay members in their formal 
governance arrangements, provide a 
forum outside of those arrangements by 
which the interests of key stakeholders 
can be represented.

FULL – see 
Governance 
Policy Statement 
and Members 
Allowances 
scheme within 
the Council’s 
Constitution

FULL – see 
Governance 
Policy Statement

N/A – There is 
no secondary 
committee or 
panel

FULL – see 
Governance 
Policy Statement

N/A

N/A

N/A

N/A

Area Principle Level of 
Compliance

Reason for 
Non-Compliance

E)  Training/Facility 
Time/Expenses 
(cont.)
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Introduction

The Gloucestershire Pension Fund is administered 
under the Local Government Pension Scheme 
(LGPS) Regulations 1997 (as amended) and is open 
to all eligible employees regardless of the hours 
worked. The scheme provides a comprehensive 
set of benefits for its members. This summary is 
provided as an illustrative guide of some of the key 
features of the scheme only and is not intended 
to give details of all the benefits provided, or the 
specific conditions relating to the provisions of the 
scheme.

Please note that the scheme has undergone some 
major changes effective 1st April 2008 - brief details 
of which are provided later in this section under the 
heading “Key Changes and New Features since 1st 
April 2008”.

Enquiries and more detailed information on 
the LGPS can be obtained by visiting the 
Gloucestershire County Council Pensions Web 
Site at www.gloucestershire.gov.uk/pensions or 
from the Pensions Section at Shire Hall, Gloucester, 
phone (01452) 426677.

Key Features up to 31st March 2008

Standard Contribution Rate - 6 per cent of pay for 
all members (certain ‘manual workers’ retain the 
right to continue to pay a 5 per cent contribution 
rate).

Annual Pension and Lump Sum – Pension based 
on 1/80th of Final Years Pensionable Pay for each 
year of membership PLUS a Lump Sum of 3 times 
the Pension

Normal Retirement Date - 65 for both men and 
women. Member also has the right to retire from 
age 60 (although benefits may suffer an actuarial 
reduction)

Earliest Retirement Date - age 50 in cases of - 
Employer Consent Retirement / Redundancy / 
Efficiency of the Service (age 55 for all new scheme 
members since 1st October 2006) 

Ill Health Retirement - Early payment of enhanced 
benefits if “permanently” incapable of continuing in 
employment due to medical reasons 

Widows/Widowers & Dependants Pensions 
- Widow(er)s Pension and/or eligible Children’s 
Pensions payable in the event of a scheme 
member’s death

Lump Sum Death Grant - In the event of death 
in service, a lump sum death grant of two times 
annual pay is payable.

Index Linking - Pensions are increased in line with 
increases in the Retail Price Index (RPI) and in 
accordance with annual review orders made under 
the Pension (Increase) Act 1971.

Additional Pension Benefits – In house facilities to 
increase potential benefits by:-

(a) paying additional monthly contributions to 
purchase additional membership in the Local 
Government Pension Scheme

(b) making additional voluntary contributions to 
the Prudential’s In-house AVC arrangement 
to provide an additional pension benefit at 
retirement

Early Leaver options – Should you leave the 
scheme before being entitled to immediate 
payment of a pension, your benefits will be deferred 
until retirement age. Alternatively, you may be 
able to transfer your benefits to another pension 
arrangement.

Key Changes and New Features since 1st April 
2008 

As you may be aware, a New LGPS has been 
introduced with effect from 1st April 2008.

Changes in relation to key benefits are:

Contribution Rate ** - Variable (7 Band Rates) 
between 5.5% and 7.5% depending on level of 
earnings.

Annual Pension - Pension based on 1/60th of 
Final Years Pensionable Pay for each year of 

Summary of Fund Benefits, Membership and 
Beneficiaries
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membership from 1st April 2008 PLUS ability to 
exchange up to ¼ of pension pot for a Lump Sum 
(each £1 of Pension providing £12 Lump Sum). Any 
pre 2008 benefits will be calculated as per the “old” 
Regulations

Normal Retirement Date ** - 65 for both men and 
women. Member also has the right to retire from 
age 60 (although benefits will suffer an actuarial 
reduction)

Earliest Retirement Date ** - age 55 in cases of 
- Employer Consent Retirement / Redundancy / 
Efficiency of the Service 

Ill Health Retirement - early payment of benefits 
if “permanently” incapable of continuing in 
employment due to medical reasons and 
has reduced likelihood of obtaining “gainful 
employment” in the future. Level of benefits now 
based on a 3-tier system, depending on likelihood 
of being able to obtain “gainful employment”. 

Widows/Widowers & Dependants Pensions 
– Widow(er)s Pension and/or eligible Children’s 
Pensions payable in the event of a scheme 
member’s death

Partners Pensions – introduction of Partners 
pensions (subject to completion of a satisfactory 
declaration and continued eligibility)

Lump Sum Death Grant - In the event of death 
in service, a lump sum death grant of three times 
annual pay is payable.

Index Linking - Pensions are increased in line with 
increases in the Retail Price Index (RPI) and in 
accordance with annual review orders made under 
the Pension (Increase) Act 1971.

Additional Pension Benefits – In house facilities to 
increase potential benefits by:-

(a) paying additional monthly contributions to 
purchase additional pension in units of £250 
(to a maximum of £5,000)

(b) making additional voluntary contributions 
to Prudential’s In-house AVC arrangement 

to provide an additional pension benefit at 
retirement

** Transitional Protections in relation to the “old” 
scheme may apply in some cases

Beneficiaries

Membership summary by type of employer

 Pensioners Widows(ers)/ Deferred Contributors 
  Dependants

County Council 
(including schools) 4,765 755 6,458 11,685

District Councils 1,983 522 2,034 2,376

Colleges 492 38 1,003 1,439

Other Scheduled Bodies 366 52 616 1,396

Admitted Bodies 442 57 412 574

Total 8,048 1,424 10,523 17,470
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Actuary

An independent consultant who advises on the 
investment of the Fund. Every three years the 
Actuary reviews the assets and the liabilities of the 
Fund and reports to the Group Director: Business 
Management on the financial position. This is 
known as the actuarial valuation.

Additional Voluntary Contributions/Free 
Standing  
Additional Voluntary Contributions

An option to secure additional pension benefits by 
making regular payments in addition to the 6 per 
cent of basic earnings payable.

Deferred Retirement Benefit

Is a benefit that a member has accrued but is not 
yet entitled to receive payment. 

Market Value

The price at which an investment can be bought or 
sold at a given date.

Membership

Is all local authority employment during which 
time pension contributions were made or deemed 
to have been made, in addition to transferred-in 
service from another pension scheme. Transferred-
in service may not necessarily equate to the same 
length.

Pay

Is the pay received during the final year ending 
with the last day of membership or any one of the 
preceding two years.

Realised Gains/(Losses)

Profit/(losses) on investments when they are sold at 
more/(less) than the purchase price.
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