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I am writing on behalf of the Environment Agency Pension Fund in response to the 
discussion paper on proposed new governance arrangements for the LGPS. I attach 
our feedback in annex 1. 
 
If you have any questions regarding this response please contact Dawn Turner, 
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Local Government Pension Scheme (England and Wales) new 
governance arrangements  

Discussion paper 
 
You should respond to this discussion paper by 30 August 2013.  
 
Email to Philip.perry@communities.gsi.gov.uk  
 
When responding please ensure you have the words “Scheme governance discussion 
paper” in the email subject line. 
 
 
Q1. What period, after new governance regulations are on the statute book, should be given 
for scheme managers/administering authorities to set up and implement local pension 
boards?  
 
As LGPS Funds are finalising outcomes to their 2013 valuations, as well as implementing 
changes to the contribution and benefit elements of the new look LGPS from April 2014, we 
propose that CLG have governance regulations in place by April 2014 and allow 
administering authorities/scheme managers 12 months from this date to implement a board. 
Full implementation should therefore be from 1 April 2015. 
 
Q2. How long after new governance regulations are on the statute book should the national 
scheme advisory board become operational?  
 
As the “shadow” national Scheme Advisory Board is already operational, we see no reason 
why this should not become the national Scheme Advisory Board from 1 April 2014. 
 
Q3. Please give details of any such “connected” scheme that you are aware of.  
 
We are currently not aware of any such scheme.  
 
Q4. Are there any schemes connected to the main Local Government Pension Scheme, 
other than an injury or compensation scheme, that the new Scheme regulations will need to 
refer to in setting out the responsibilities of scheme managers?  
 
The Environment Agency is not a local authority, it participates in the LGPS by virtue of 
being named as one of the “Scheme Employers” listed in Part 1 of Schedule 2 of the LGPS 
Administration Regulations 2008.   The Environment Act 1995, sub-section (b) relates to the 
delegations to any committee or sub-committee of the Agency which has been so 
authorised.  We believe the legislation as it is currently worded will accommodate all of the 
options currently in consideration, but the Environment Agency Terms of Reference, 
Standing Orders, and the Scheme of Delegation will need to be updated to accommodate 
the new provisions relating to administration and governance. 
 
 
 
 
 
 
 



Q5. What “other matters”, if any, should we include in Scheme regulations to add to the role 
of local pension boards?  
 
The scheme regulations defining the role of the Pensions Board should cover the oversight 
over all the functions, roles and responsibilities of the scheme manager/ administering 
authority.  In this respect, the scheme regulations should also include aspects of funding and 
investment, and any other roles and responsibilities carried out by the administering 
authority as defined within their scheme of delegation. 
 
Q6. Should Scheme regulations make it clear that nobody with a conflict of interest, as 
defined, may be appointed to or sit on a pension board?  
 
We believe it would be impractical to regulate on conflicts of interest as they exist in 
pensions and business in general.  
 
The key issue is how they are managed and controlled. Our preference would be for a 
“conflict of interests” policy for all administering authorities, in line with some published 
supporting guidance. The policy would set out how conflicts would be managed when they 
are identified and help determine whether they are prejudicial or not. 
 
Q7. Should Scheme regulations prescribe the type of information that may be “reasonably 
required”?  
 
We believe that it is unnecessary for the regulations to spell out exactly what information the 
scheme manager should ‘reasonably require’ for the purpose of deciding whether a pension 
board member had a conflict of interest. The existing provision that the scheme manager 
acts ‘reasonably’ would seem sufficient to ensure that any requirements it makes on 
potential board members to provide information for this purpose are not excessive.  

Typically administering authorities (like the Environment Agency) will have existing 
arrangements such as registers of members’ interests which require Committee members to 
regularly provide information for the purpose of identifying conflicts of interest. These could 
be adapted to also meet the requirements of the Act. 

 
Q8. Although not required by the Act, should Scheme regulations prescribe a minimum 
number of employer and employee representatives?  
 
We do not generally support the idea that scheme Regulations should prescribe the 
minimum number of employee and employer representatives. We do, however, believe 
scheme Regulations should prescribe the minimum number of members sitting on any local 
Pension Board.  
 
In our view this should be set at five, with a minimum of two employee (member *), two 
employer and one independent representative on each local Pension Board. However if a 
national or geographically regional body was created, depending on how interaction with the 
local scheme manager was established, there may be no need for direct employer or 
member / employee representation (although we are not advocating a preference at this 
point). 
 
* The Act itself refers to “member representation”, not “employee representation”. It is 
important, therefore, that the LGPS ensures such representation is widely interpreted to 
make it clear that, for example, pensioner and deferred members are eligible to fill these 
positions. 
 
 



Q9. Should the new Scheme regulations require local pension boards to be a body separate 
from the statutory committee or for it to be combined as a single body?  
 
We believe there are two practical solutions to fulfil the scrutiny role as defined in the Public 
Service Pensions Act 2013. 
 
Option 1:  With appropriate governance requirements and controls, a combined single body 
would be an effective solution for LGPS funds.  The structure of each LGPS fund does not 
need to be identical as long as it is transparent how the structure operates and delivers the 
requirements of the Act. We anticipate that some funds would need to amend their structure 
to fulfil the requirements.  As an example we have set out the EAPF Governance structure 
which we believe is already structured to deliver the outcomes required.  This is detailed in 
Annex 1.  To achieve the other requirements of the act regarding equal representation, we 
anticipate minor changes to the composition of the existing groups could achieve this 
outcome. 
 
Option 2: Create a national or geographically regional body. This body could comprise of 
wider LGPS employer and scheme member representatives as well as a number of 
professional advisors with the necessary skills to deliver the oversight requirements.  The 
advantage of this option is that the skills and knowledge is more focused on a smaller group 
and that the body could support the other objectives of pension fund reform such as the 
transfer of best practice. 
 
Our concerns regarding the set up of individual pension boards are largely the additional 
time and financial resources to set up and administer another body. This requirement 
appears contrary to other government initiatives to reduce ‘red tape’, bureaucracy and the 
financial impacts of managing pension funds. In addition to the financial consequences, we 
are concerned about the practicalities of finding further employer and member 
representatives (not already involved in the fund) to devote the time and energy to being 
trained and deliver the requirements.  The EAPF Pensions Committee delivers a governance 
review and decision making role using member representatives alongside employer 
representatives.  A concern with the separate boards is that members could be taken away 
from being part of making decisions to just scrutinising decisions. 
 
Q10. Apart from what is required under the Act, what other elements of local pension boards 
should be set out in the new Scheme regulations?  
 
We believe that if the regulations are used to prescribe the responsibilities of the pension 
boards in a high degree of detail, this could be somewhat inflexible and could quickly result 
in the regulations becoming out of date and unresponsive to new developments affecting the 
LGPS.  

A more flexible solution would be for the Pension Regulator to issue guidance to the pension 
boards regarding their responsibilities, with a requirement then for the boards to have regard 
to such advice, and to operate on a ‘comply or explain’ basis. 

 
Q11. Apart from what is required under the Act, what other elements of local pension boards 
should be left to local determination?  
 
See answer to Q10. 
 
 
 
 
 



Q12. Should the new Scheme regulations prevent any incumbent scheme member 
representative being moved from a statutory committee to the local pension board (if the 
committee and the board are not one and the same body)?  
 
During the period of transition to the new scheme governance structure we do not 
recommend placing any limitation on appointment of incumbent scheme member 
representatives.   It is likely that funds will look to redistribute some of the existing members 
to ensure continuity and appropriate skill mix.  Any restrictions could reduce the 
effectiveness of the pension board (if a two body approach is taken) if all those with 
knowledge and understanding of the pension scheme are prevented from being part of the 
board. 
 
Following the period of transition, we recommend a gap of one year between the move from 
a statutory committee to the board.   We further recommend a ‘comply or explain’ approach 
is taken rather than having rigid guidelines that may have unintended consequences.  
 
Q13. Should the new Scheme regulations include a requirement for each local pension 
board to publish an annual statement of its work and for this to be sent to the relevant 
scheme manager, all scheme employers, the scheme advisory board and Pensions 
Regulator?  
 
Yes, the local pension board should publish an annual evaluation statement stating their 
assessment of fund compliance with respect to the fund Terms of Reference, Standing 
Orders, Scheme of Delegation and other appropriate policies and procedures. To assist with 
this we recommend that appropriate guidance or code of practice is issued by DCLG or the 
Pensions Regulator.  
 
Q14. Apart from the training and qualification criteria that may be covered by the Pensions 
Regulator in a code of practice, are there any specific issues that we should aim to cover in 
the new Scheme regulations as well?  
 
We feel the code of practice will suffice without the need for further regulatory provisions. 
 
CIPFA has produced guidance in the form of the Knowledge and Skills Framework on the 
training and development that committee members should undertake. There may be a risk of 
duplication and possible inconsistency if the Pensions Regulator develops separate 
guidance on this subject for pension boards, while CIPFA produces guidance for the 
statutory pension committees.  

It would be helpful for this issue to be recognised in the thinking about how the regulatory 
regime in this area is going to be developed. 

 
Q15.  Should scheme regulations simply replicate the wording of the act? if not, what 
specific areas of work should the new Scheme regulations prescribe? 
 
We support the Act’s effect in defining the Scheme Advisory Board’s role in the widest terms 
and would not wish to constrain this through the regulations.  
 
Q16. Should Scheme regulations include a general provision enabling the scheme advisory 
board to advise the Secretary of State on the desirability of changes to the Scheme as and 
when deemed necessary?  
 
Yes, we believe it should form part if its explicit purpose. 
 
 



Q17. Are there any specific areas of advice that Scheme regulations should prohibit the 
scheme advisory board from giving?  
 
We believe that it would be unnecessary and counterproductive to constrain the matters on 
which the scheme advisory board can comment, given that its terms of reference are clearly 
focused on the administration of the LGPS. Advisory Board comment should be backed up 
with professional advice where appropriate. 

 
Q18. What options (if any other, please describe) would be your preference for establishing 
membership of the scheme advisory board?  
 
We believe the structure of the Scheme Advisory Board should be reviewed to better support 
Funds and employers that have national representation. The current focus is understandably 
at a local authority level whereas participation from national employers and Funds should be 
encouraged.  We also feel that consideration needs to be given to the balance of 
membership such that no particular local authority or region is dominant on the board or sub 
groups. 
 
Q19. Should Scheme regulations require the Secretary of State to approve any 
recommendation made for the position of Chair?  
 
Yes. We suggest that the arrangements for the recruitment and selection for the role of the 
Chair of the Scheme Advisory Board should be undertaken by the Scheme Advisory Board 
itself, but that its recommendation for the role of Chair should be subject to approval by the 
Secretary of State. This would provide that the Secretary of State exercised a degree of 
oversight on the work of the Board and help to ensure that the Board was effective in 
assisting the Secretary of State in his statutory role as Responsible Authority for the scheme. 

 
Q20. Should Scheme regulations prescribe tenure of office? If so, what should the maximum 
period of office be and should this also apply to the Chair of the board?  
 

No, we do not think the regulations should prescribe a maximum period of office for ordinary 
members of the Scheme Advisory Board because this risks unnecessarily losing specialist 
knowledge and skills which is an essential ingredient in strong governance.  
 
Instead, it should be for the Scheme Advisory Board’s terms of reference to set out the 
tenure of office and the process for regular re-elections every 3 (recommended) years. 
 
The only exception to this in our view is the position of Chairman where tenure should be 
limited to two terms of five years (so ten years maximum).  
 
Q21. Should Scheme regulations make provision for board members, including the Chair, to 
be removed in prescribed circumstances, for example, for failing to attend a minimum 
number of meetings per annum? 
 
 If so, who should be responsible for removing members and in what circumstances (other 
than where a conflict of interest has arisen) should removal be sought?  
 
We recommend that the matters covered by questions 21-23 should be left for the scheme 
advisory board to determine in the first instance. The experience of operating the scheme 
advisory board over the next 2 years should give an indication as to whether any particular 
matters relating to the operational arrangements of the scheme advisory board need to be 
specified in regulations. 
 



Q22. Should Scheme regulations prescribe a minimum number of meetings in each year? If 
so, how many?  
 
See Q 21. 
 
Q23. Should Scheme regulations prescribe the number of attendees for the board to be 
quorate? If so, how many or what percentage of the board’s membership should be required 
to be in attendance?  
 
See Q21. 
 
Q24. Rather than make specific provision in Scheme regulations, should the matters 
discussed at Q19 to Q23 be left as matters for the scheme advisory board itself to consider 
and determine?  
 
Yes, as indicated in our response to Q21 to Q23 and subject to information we’ve included in 
our responses to Q19 and Q20. 
 
Q25. Should the scheme advisory board be funded by a voluntary subscription or mandatory 
levy on all Scheme pension fund authorities?  
 
We support funding using a mandatory levy, given the Board will represent the whole of the 
LGPS in England and Wales, and all Funds will benefit from it. We would recommend that 
the levy is based on membership numbers not assets under management. 
 
We expect the levy to apply to our Active Fund but would not expect an additional levy for 
our Closed Fund. 
 
Q26. What would be your preferred manner of legal constitution of the scheme advisory 
board and how should Scheme regulations deal with the issue of personal liability protection 
for board members?  
 
This should be a matter for the Scheme Advisory Board to consider, with the power to put in 
place appropriate insurance arrangements for its members if it considers this is necessary. 
 
  



Annex 1:  The Environment Agency Pension Funds governance structure  

Structure 

The Environment Agency is responsible for the administration of the Environment Agency 
Active and Closed Pension Funds and the disbursement of their benefits. The Board has 
delegated responsibility for pension strategy, administration of both Funds’ benefits and the 
investment and custody of both Funds’ assets to the Pensions Committee and its sub-
groups. 

The Committee is supported by Investment and Benefits Sub-Groups, as well as by 
Environment Agency officers, external advisers, fund managers and fund administrators, 
who operate in accordance with the Local Government Pension regulations.  

The responsibilities and duties of the Board, Pensions Committee, Environment Agency 
officers and external administrators who are responsible for the management and 
investment of the Fund and the administration and disbursement of their assets are set out 
in the following governance documents: 

1) Schedule 7 of the Environment Agency's Financial Memorandum 

2) Pension Funds Governance Compliance Statement which includes: 

a. The Statement of Compliance which details the level of compliance with 

Government Guidance; 

b. The Pensions Committee Terms of Reference and Standing Orders which details 

the status, composition and responsibilities of Pensions Committee members; 

and 

c. Pension Funds Scheme of Delegation which prescribes the arrangements for, 

and limitations to, the delegation of powers and duties within the Environment 

Agency under The Local Government Pension Scheme (Administration) 

Regulations 2008 (as amended), and The Local Government Pension Scheme 

(Management and Investment of Funds) Regulations 2009 in its capacity as 

Administering Authority and encompassing the Employing Authority Discretions. 

 

 
  

Environment Agency Pension Funds Governance organisation chart

Environment Agency Board

Administering Authority Employing Authority

Pensions Committee

• 4 Board member nominees

• 4 Directors/management nominees

• 5 Employee/TU nominees

• 1 Pensioner nominee

• 1 Deferred member nominee

Remuneration Committee

• Chair of Pensions Committee

• Other PC members

PC Investment

Sub-Group

PC Benefits

Sub-Group

PC Urgency

Sub-Group

• Director of Finance

• Environmental Finance and

Pension Fund Management Team

- Head of Pension Fund Management

- Closed and Active Investment Managers

- Pensions Manager

- Pension Funds Accounting Manager

- Investment and benefits teams

Fund Managers

• Director of Resources & Legal  Services

• Employee Relations –

HR Pensions team 

- Pensions Team Leader

- Pension Specialists

- Pensions Support Officer

Payroll Team – pay data

HR Service Centre – member

data

Audit  & Risk Committee 

Two Board members from 

the PC.

Third Party Pension

Funds Administrator

Global Custodian

 



Auditing 

 
The Government’s audit arrangements for the Environment Agency pension funds are 
determined by the Environment Act 1995 and the Government Resources and Accounts 
(Audit of Public Bodies) Order 2003.  The Comptroller & Auditor General (C&AG) is the 
appointed external auditor.  

The NAO may appoint specialist independent pension fund auditors to assist it with the 
detailed work required to audit and report on the overall operation of the Environment 
Agency pension funds on an annual basis in accordance with this schedule. Their role is to 
provide the necessary assurance to the C&AG so he or she can issue a statutory certificate 
and audit report each year to the Houses of Parliament, Board of the Environment Agency 
and the Secretary of State for Environment Food and Rural Affairs.  

The auditors of the Environment Agency pension funds should audit the financial statements 
in accordance with relevant legal and regulatory requirements and ensure the audit is 
conducted in accordance with International Standards on Auditing (UK and Ireland). This 
should include, as appropriate, the Auditing Practices Board – Practice Note 15 – The audit 
of occupational pension schemes (PN15 2007), and Good Practice Guidance – gaining 
assurance over the governance and administration of pension funds, and pension fund 
investment management, and the Society of County Treasurers (2007) and the Audit 
Commission – Audit of the Local Government Pension Scheme (2009). 

The C&AG should give a true and fair opinion of the financial transactions of the Fund and 
the amount and disposition at that date of its assets and liabilities, other than liabilities to pay 
pensions and benefits after the end of the Fund year.  The C&AG should also give an 
opinion on regularity. 

The C&AG audit should cover the administration of scheme benefits and the management 
and investment of both funds assets, including external service providers’ compliance with 
AAF01/06 or Statement of Auditing Standards SAS70, for example. The C&AG should also 
provide a statement about contributions payable each year. 

Internal Audit 
The Environment Agency Audit and Risk Committee should put in place internal audit 
arrangements to check annually that requirements of this schedule are adhered to and 
commission any other audits (e.g. on pension risks) it feels are necessary to assure the 
Board about the management of the Environment Agency pension funds. 

Technical Audits 
The Environment Agency Pensions Committee may also wish to commission technical 
audits to assist it in maintaining and improving the efficiency and effectiveness of its 
management of the Closed and Active Funds and performance of internal and external 
service providers.  
 
 


