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Pension Committee
11th May 2018

Pension Administration Report 

Report of the Strategic Finance Director

1. Pension Administration Performance in 2016/17 and 2017/18

Table 1 - 2016/17 Performance (full year)

Service Standards – 
Processing tasks within 
internal targets

Target 
Achievement 
%

No. 
Processed

No. 
processed 
on time

Actual % 
achievement

Average 
days 
taken

Estimates to employees 
(15 days)

90% 669 441 66% 21

Retirements and lump 
sums (15 days)

90% 807 285 35% 17

Refunds Paid (15 days) 90% 290 203 70% 15
Death Grants Paid (8 
days)

90% 59 32 54% 10

2015/16 Annual Benefits 
Statements issued 
within the statutory 
deadline

100% 30758 30758 100% N/A

“Transfers Out” Paid (15 
days)

90% 96 74 77% 12

Table 2 - 2017/18 Performance (full year)

Service Standards – 
Processing tasks within 
internal targets

Target 
Achievement 
%

No. 
Processed

No. 
processed 
on time

Actual % 
achievement

Average 
days 
taken

Estimates to employees 
(15 days)

90% 571 485 85% 10

Retirements and lump 
sums (15 days)

90% 768 575 75% 11

Refunds Paid (15 days) 90% 448 429 96% 6
Death Grants Paid (8 
days)

90% 61 45 74% 7

2016/17 Annual Benefits 
Statements issued 
within the statutory 
deadline

100% 31,190 31,190 100% N/A

“Transfers Out” Paid (15 
days)

90% 132 122 92% 7
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As previously reported to the Pension Committee and Pension Board, the increased 

administrative burden of the new CARE scheme, and the unprecedented increase in 

the level of technical support required by employees and employers alike in 

understanding the complex legislation and options applicable to them, had impacted 

negatively on performance in 2016/17, as clearly shown in the table 1 above.

Similar figures are now available for the 2017/18 financial year, which are shown in 

table 2 above.

A comparison between the actual % achievement and the average days taken to complete 

each task between 2016/17 and 2017/18 shows an improvement in each task area as follows:

 Estimates to Employers within 15 days (target 90%) has seen an improvement from 

66% (16/17) to 85% (17/18), with average time reducing from 21 days to 10 days.

 Retirements and Lump Sums within 15 days (target 90%) has seen an improvement 

from 35% (16/17) to 75% (17/18), with average time reducing from 17 days to 

11days.

 Refunds within 15 days (target 90%) has seen an improvement from 70% (16/17) to 

96% (17/18), with average time reducing from 15 days to 6 days.

 Death Grants with 8 days (target 90%) has seen an improvement from 54% (16/17) to 

74% (17/18), with average time reducing from 10 days to 7 days.

 Transfers out within 15 days (90% target) has seen an improvement from 77% (16/17) 

to 92% (17/18), with average time reducing from 12 days to 7 days.

The above improvements, are very positive, and are in line with our expectations, as reported 

to the Pension Committee in February 2017 and the Pension Board in March 2017, where it 

was stated that following the appointment of (in March 2017) and training of three additional 

Pension Officers, the expectation was that performance would improve during 2017/18 with 

target achievement levels being met in 2018/19.

Regarding Annual Benefits Statements, as was the case in 2016/17, in 2017/18 all of the 

year end returns from all employers were received by the Administration Team within 

the statutory deadline. All returns were matched to the pensioner records held within 

the Administration team, and where a definitive match was made, 100% of the 
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Annual Benefit Statements were distributed to active and deferred members by the 

statutory deadline.

2. Other Key Tasks

2.1 Guaranteed Minimum Pension Reconciliation 

Up until April 2016 contributing members of the Local Government Pension Scheme (LGPS) 

paid lower rate National Insurance contributions as they were “contracted out” of the 

Additional State Pension (previously known as S2P, the State Second Pension or the State 

Earnings-Related Pension (SERPS)). LGPS employers also paid reduced rate National 

Insurance contributions in respect of their employees who were in the LGPS. Contracting-out 

ended from 6 April 2016 as part of the Government’s introduction of a single-tier basis state 

pension.

Between 1978 and 1997 contracting out of the Additional State Pension was done on a 

Guaranteed Minimum Pension (GMP) basis. This meant contracted out pension schemes had 

to offer pension benefits for the period of contracting out that were worth at least as much as 

the benefits the additional state pension would have provided. Contracted out pension 

schemes had to record the relevant contracted out

earnings for that period and supply HMRC with details of these. HMRC retains a record of 

contracted out earnings and GMP entitlement for each individual and HMRC then advise 

pension schemes of GMP entitlements when the individuals reach state pension age.

GMP affects the way pension increase is applied each year. For individuals who reached state 

pension age before 6 April 2016, all pension increases on GMP earned before April 1988, 

and pension increases above 3% on GMP earned after April 1988 are paid for by the state. 

This means the Pension Fund currently pays lower pension increases to those individuals 

with a GMP.

Contracting-out ceased in April 2016, and as part of this change, HMRC announced that it 

will requires schemes to reconcile the contracted-out membership of all members (current 

and historical) to ensure that contracting-out liabilities are recorded by them against the 

correct scheme. The purpose of this being to ensure that schemes only have liabilities for 

GMP’s, where that member has a benefit liability actually residing with that scheme.
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GMP reconciliation allows pension schemes to check their contracted out records against 

those held by HMRC in order to resolve any differences between the two sets of records. 

HMRC has set up a Scheme Reconciliation Service to assist pension scheme administrators 

to reconcile their records for all non-active members

(which includes; leavers with deferred benefits, pensioners, widows, widowers/civil partners) 

against HMRC records.

HMRC has also made data available to all pension schemes for reconciling GMP information 

for active members. 

Why carry out a Guaranteed Minimum Pension reconciliation?

There are a number of reasons to carry out GMP reconciliation including:

 Compliance with the Pensions Regulator’s data quality checking

guidance

 To ensure members’ benefits are accurate

 To provide for more accurate actuarial valuations

 To ensure that scheme liabilities are correctly recorded.

There are also significant risks to the Pension Fund if reconciliation activity is not carried out. 

These include:

 The GMP amounts held by HMRC will automatically apply and this could have 

material implications on the Fund’s liabilities

 Individuals the Fund may not be aware of will request their GMP entitlement after 

2018

 GMP amounts we are unaware of will lead to incorrect valuations of the Funds 

scheme liabilities

 Incorrect pension amounts being paid to members

 Member complaints and reputation risk.

The Reconciliation Exercise

GMP reconciliation is the process of comparing a pension scheme’s GMP information with 

that held by HMRC. It investigates any discrepancies between the two sets of figures so that 
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both parties end up with consistent GMP data and benefit records. HMRC’s starting position 

is usually that its data is automatically considered to be correct (although this is not always 

the case) unless the pension scheme can

prove otherwise, which puts all the investigative responsibility back onto the pension scheme. 

The reconciliation will involve detailed investigative work, reviewing decades of data and 

benefit accrual.

The Pension Fund has registered with HMRC’s scheme reconciliation service and has 

received a data file which lists the contracted-out periods and GMP data for members who 

have left contracted-out employment. There are in excess of 40,000 lines of HMRC data in 

respect of the Gloucestershire Local Government Pension Scheme members which need to be 

investigated.

Different funds are using different methodologies to undertake these GMP reconciliations, 

with some funds carrying out all of the work internally, some funds externalising the whole 

reconciliation exercise by engaging external consultants, and others partly externalising the 

exercise.

Officers from the Gloucestershire Fund have considered the various options and have had 

some detailed discussions with one consultancy firm and a number of other LGPS Funds. An 

indicative price for outsourcing the whole reconciliation exercise has also been obtained, 

which indicates significant costs.

Following discussions with some other funds it is clear that some of them have used external 

resources because they did not have the in house computer skills to electronically compare 

the HMRC records with records held on their Pension Administration systems. 

Fortunately the Gloucestershire Fund is not in this position because the Pension 

Administration Manger has managed to extract detailed information from the pensions 

administration system, which has  then been compared electronically to the provided HMRC 

data. Thus using the skills of the Pension Administration Manager, the initial data matching 

has been completed internally.

Gloucestershire Pension Fund Officers can see the logic for outsourcing the initial data 

matching exercise to consultants where the necessary skills to undertake this task are not 
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available within the Fund. However the second stage of the reconciliation process is the 

detailed investigation of member records where matches are not identified electronically, and 

we feel that this task is best undertaken by experienced internal pension officers who have a 

detailed knowledge of the internal workings of the Gloucestershire Administration Team. For 

this reason the decision has been taken locally to complete this task internally using a small 

team of current staff.

The positive factor relating to this decision is the fact that additional costs will be reduced, 

but the obvious downside is that this is likely to have an impact on the service provided and 

possibly on the performance indicators, just at the time when performance is clearly 

improving. To mitigate against these risks, and in the context of the on-going pressures on the 

pension administration team because of the increased complexities of the CARE pension 

scheme, the decision has now been taken to recruit a further three Pension Officers to take the 

staffing compliment up to the agreed full establishment level funded from the current budget.

Initial Investigations

Using data matches developed within the Pensions Team, the circa 40,000 HMRC records 

have been compared with member records held on the Gloucestershire Administration 

System (Altair), with the following results:

 Circa 29,000 records have been matched to valid records held on Altair which show 

that the Gloucestershire Pension Fund is correctly liable for the GMP elements 

highlighted in the HMRC records (with a total value of £9.173 million). No further 

action is required regarding these records.

 Circa 1,200 of the records provided with HMRC have been matched to records on 

Altair which show the members has transferred to another Fund which is now liable 

for the GMP (with a total value of £0.33 million). Details of the correct Fund now 

holding the liability for these GMP amounts have now been returned to HMRC in 

order that they can update their records.

 Circa 10,000 of the records provided by HMRC cannot be exactly matched with a 

record on Altair. These records, analysed below, now need to be manually 

investigated on a case by case basis:

GMP Value Bands £pa No of Cases Average Value 
£

Value £
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Over £8840 1 £8,888 £8,888
£5200 to £5720 4 £5,258 £21,032
£4680 to £5200 31 £4,905 £152,065
£4160 to £4680 32 £4418 £141,393
£3640 to £4160 77 £3881 £298,852
£3120 to £3640 88 £3391 £298,449
£2600 to £3120 76 £2813 £213,839
£2080 to £2600 100 £2336 £233,639
£1560 to £2080 172 £1803 £310,242
£1040 to £1560 283 £1271 £359,754
£520 to £1040 726 £746 £541,638
£104 to £520 1424 £281 £400,277
£0.1 to £104 1005 £40 £41,095
£0 6138 £0 0
TOTAL 10,157 £3,021,163

The above cases will be examined in descending order (i.e. the largest first), with the 

findings of these reviews being fed back to HMRC as each value batch is completed 

or in batches of 200 records, whichever is smaller.

2.2  GENERAL DATA PROTECTION REGULATIONS (GDPR) 
The current data protection regulations are being replaced by the European General 

Data Protection Regulations (GDPR) which will automatically take effect in the UK on 

25 May 2018 without any action needed by the UK Government. These regulations 

will be supplemented by a piece of new UK legislation, the Data Protection Act 2018. 

This legislation aims to reinforce individual rights in the digital / information age and 

give citizens back control over their personal data and to reduce administrative 

burdens. 

Key Changes 
Consent 

Implied consent from scheme members is no longer sufficient to enable data to be 

processed. Now data processing will only be lawful if conducted with the explicit 

consent of the scheme member. 

In seeking this consent the Data Processor must ensure that it tells data subjects the 

basis on which data is to be processed in a concise, transparent, intelligible and 

easily accessible form using clear and plain language. In seeking such consent it 

also must be clear if the data will be used in different processes, in which case 

separate consent must be obtained. 
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Consent can be withdrawn at any time. 

Right to be Forgotten 

Data subjects can exercise their “right to be forgotten” and insist that his/her data is 

permanently deleted from the Data Controller’s records 

Right to Access 

Data subjects can request details of any data held about them. This must be 

provided, at no cost, within 20 working days. 

Data Portability 

Allows a user to request a copy of personal data in a format usable by them and 

electronically transmissible to another processing system 

Privacy by Design 

GDPR requires that systems and processes must consider compliance with the 

principles of data protection. The essence of privacy by design is that privacy in 

service or product is taken into account from the inception of the product concept 

Breach Notification 

Data controllers will be required to report data breaches within 72 hours of becoming 

aware of the breach. Where the risk to the individual is high then data subjects must 

be notified. 

Sanctions

These will increase from the maximum of £500,000 to between 2% and 4% of 

turnover (depending on transgression) or 10,000,000 or 20,000,000 Euro. 

Action being taken by the Gloucestershire LGPS

To ensure that the Fund takes appropriate action with regard to adherence with the new 

Regulations, fund officers are working with officers from the Information Management team 

within GCC, who are advising on the required actions.

The Local Government Association have also commissioned legal advisors to produce 

guidance to be issued to all LGPS funds setting out the actions to be taken in relation to the 
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administration of the fund to ensure adherence with the new regulations. The LGA will also 

be circulating “best practice” pro forma documents to be adapted and used by administering 

authorities. The guidance and “best practice” documents are expected to be issued in 

March/April and, working with colleagues from Information Management, officers from the 

fund will ensure that appropriate action is taken in relation to the guidance issued.

To date the LGA have produced two template privacy notices for LGPS administering 

authorities to adapt and use, together with a frequently asked questions and answers 

document. The privacy notices provided detail on:

 What personal data the fund holds, and how we obtain it

 How we use the personal data

 The organisations that we share personal data with

 How long we keep personal data

 Members rights.

All three of these documents will be adapted as necessary by the Gloucestershire Fund and 

will then be placed on the Gloucestershire LGPS website.

Recommendation

That the Committee notes the report

Contact Officer: Mark Spilsbury, Head of Pensions, T: 01452328920


