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Governance Regulations

SCOTTISH STATUTORY INSTRUMENTS

2015 No. 60
PUBLIC SERVICE PENSIONS

The Local Government Pension Scheme (Governance)
{Scotland) Regulations 2015

Made - I7th February 2015
Laid before ihe Scotlish Parlicmend T S%h February 2015
Coming it force - - Ist April 30§

The Scottish Minisbers make the following Regulations in exercise of the powers confermed by
sections 1, 2, 5 and 7 of. and paragraph 3(k) of Schedule 2 to, the Public Service Pensions Act
201 3a) and all ather powers enabling them to do so.

In accordance with section 21 of that Act, they consulied representatives of such persons as
appeared to them likely to be affected by these Regulations.

Citation, exient, commencement and interpretation
L—{I) Thess Regulations may be ciked as the Local Covenment Pemsion Scheme
(Gavernance) (Scotland) Regulations 2005
(2) These Regulations exend to Scotland.
(3} These Regulations come into force an 1st April 2015
{4} In these Regulations—
“the 2014 Regulations™ mean the Local Govermnment Pension Scheme (Scotland) Regulations
14k
“Pension Boand™ means a pension board exstshlished under regulation 5;
“Pension Commitiee™ means the commites of a scheme manager with msponsibility for
pemsions;
“the Pomsions Regulsicr” means the Pensions Regulalor established by section 1 of the
Pensicns Act J0040c)
“melevant fund™ means the pension fund or funds manaped by a scheme manager in wlation io
whiom a Persion Boeard has been established:
“relevant trade wmions” means those ade unions which am sccustomed fram time to me b
reprsent employees of local povernment in Scofland in negotistions with scheme employers;
“the Schome™ means the Local Government Pension Schome estshlished by the 2014
R gulations:

(ay MM3cIs
by S5L 20040
(L
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The Scoitish Local Govemnment Pensions Scheme Advisory Board (SLGPSAB) is responsible for
advising Scottish Ministers on the desirability of changes to the design of the scheme and the
mmplication of other policy issues. Also the Beard is responsible for the provision of advice to the
Scheme managers or the Scheme's pension boards i orelation to the effective and efficient
admnistration and management of the scheme.

The minutes of meetings will be published on the SPPA website and there will be a short bulletin
like this after each mesting.

The Scheme Advisory Board held its first meeting on 30 April 2015. Chr Stewart Cree was elected
ir and Harry Frew as Vice-Chair.

-

Draft werk plan
The focus of the April meeting was consideration of a draft work plan for the SAB.

The immediate tasks include:
* Rigorous approach to the collection and consistency of fund data, including investment costs.
* A template to ensure greater transparency in the reporting of investments.

* Review of the investment regulations to give greater flexibility to pension funds.

* Guidance on fiduciary duty as it applies to the SLGPS.

* Funding issues and the impact of the Istest fund valuation cutcomes.

* Review benefits regulations in light of experience with the new scheme.
* A review of the structure of funds in Scotland.

The draft plan will go to Scottish Ministers and will then be published.

Pensisns Chaice
The UK Govemment's pensions choice provisions came into effect on 5 April 2015. As a Defined
Benefit scheme the SLGPS is not drectly affected. Howewer, members can transfer their pension
to a Defined Contribution scheme in order to realise a lump sum payment. There are charges and
tax implications of doing this and the SLGP3AB is concemed about the risk of miss-seling and
pensions scams. SLGPS pension funds have already taken some nitial actions and the SAB will
consider further guidance at its August meeting.

For further information:
Jane O'Donnell jane. o’'donnelificosla gov uk
Dave Watson: d.watsonifiunison_couk




Accounting Regulations

SCOTTISH STATUTORY INSTRUMENTS

2014 No. 200
LOCAL GOVERND

The Local Authority Accounts (Scotk

Made
Laxid before the Scatiish Parlizmend
Coming inio force -

The Scottish Ministers make the following Regulations in

section 1051) of the Local Government (Scotland) Act 18
them o do so.

In accordanae with section 105(2) of that Act, they have car
awthcrilies as appe ar to tem o be concerned.

PART 1
Introductory

Citation and commencement

L. Theso Regulations may he cied 25 the Local Astharity /
and come into force on 10th Owctoher 2014,

Saving provision
L Nothing in these Regulations applios 1o any accounts, of
financial year that began prior o 15t April 2004,

Inve rpretaticn
A In thew Fegulations—
“the 1973 Act” means the Local Government (Scotland)
“Annual Accounts” means the abstract of accounts w
section 96(3) of the 1973 Act;
“auditor” means the person appoinked to audit a local
section 364} {accounts and auditb) of the 1973 Act;

(8} 1973 <, whick i smended by e Rating asd Vakmiice (Amendme
tusctiom of fhe Secary of St in wction 10 i i e Secitid
At 1998 (= 4]
) Secton 56t4) i smmr by perpagh 3 of w4 o e Fublic im
1

Local Government and Communities Directorate
Local Government Division

T.0131-244 -1836
E

Local Government Finance Circular 772014

Directors of Finance of Scottish Local Autharities 'ﬂ‘“‘“’“
Audit Scatland
cosLA S P v o ege

Our ref: ATES2027
16 July 2014

Dear Director of Finance,
THE LOCAL AUTHORITY ACCOUNTS (SCOTLAND) REGULATIO

| write to advise that the Local Authority Accounts (Scotland) Regula
laid before the Scottish Pariiament on 7 July 2014 and are due to co
10 October 2014. These regulations will apply to the statutory 2
commencing with the financial year 2014-15. The provision in the
intermal audit applies from the 10 October 2014.

The new regulations revoke The Local Authority Accounts (Scotla
1985, making the 2013-14 statutory accounts the last ones subj
regulations.

This Finance Circular is to provide local authorifies with a n
requirements of the new regulations, together with an explanation
from the consultation draft of the regulations published last year. TR
result of joint working bety the Scottish G local auth
Finance and Audit Scotland. | would like to take the opportunity to
and Audit Scotland for their invaluable help and advice.

Separate guidance on the management commentary requirsment i
drafted, and will be published at a future date.

“Yours faithfully

Hazel Black
Head of Local Authority Accounting

The Scottish
Government

In 2014 Scotland Welcomes the World

!

L
mroencur/

FPENSION FUNDS

48 The consultation draft of the regulations proposed a change in the disclosures
required for pensions, to include the cash equivalent fransfer value of a person's
pension right This change was not supported by those consulted for 3 number of
reasons and the regulations do not include this disclosure requirement.

43,  The regulations apply to local government pension funds. These pension
funds also have separate statutory reporting requirements as set out in The Local
Gowvemnment Pension Scheme [(Adminisfrafion) (Scotfand) Regulations 2008 (the
Administration Regulations ).

50. The Administraion Regulations include a statwtory requirement for a report
about the management and financial performance during the year of each of the
pension funds maintained by the authority. This report is published as part of the
statutory pension fund annual report  The accounting regulations require a
management commentary. We recommend that one report is published in the
Pension Fund Annual Report and Annual Accounts which satisfies the legislative
requirements of both sets of regulations.

51. The Administration Regulations also require the preparation of a gowemance
compliance statement. The accounting regulations require an annual govemance
statement. We recommend that one report is published in the Pension Fund Annual
Report and Annual Accounts which satisfies the legislative requirements of both sets
of regulations.

52. Finance crcular 172011 which sets out statutory guidance for Accounding for
local authorly pension funds will be updated and re-issued to include additional
guidance.



Scheme Regulations

SCOTTISH STATUTORY INSTRUMENTS

2004 Mo, 164

PUBLIC SERVICE PENSIONS

The Local Government Pension Scheme (Scotland) Regulations

2014

M ade . - - . Fify Joene 2004
Laridd befre the Scottish Parlicmen i Joene 2004

Coming inle force e aocordamce witk regulation J

1998 No. 366 (S.14)

PENSIONS

The Local Government Pension Scheme (Scotland)
Regulations 1998

ISRNO 110557247

BCOTTISH-STATUTORY - INSTRUMENTSY

2015-No.° g
PUBLIC-SERVICE-PENSIONSY

‘Local-Government-Pension-Scheme-(Scotland)-Amendment-

Regulations-20159
Made = -+ -+ - - - 20159
Laid-before-the-Scottish-Parliament - 20159
Coming-into-force»- —» - - Ist-April-20159

cottish- Ministers- make-the- following- Reoulations- in- exercise- of- the powers- conferred-by-

Statutory Instrument 1998 No. 192 (S. 8)

The Local Government (Discretionary Payments and Injury Benefits) (Scotland) Regulations 1998

© Crown Copyright
STATUTORY INSTRUMENTS
1998 No. 192 (S. 8)
LOCAL GOVERNMENT, SCOTLAND
The Local Government (Discretionary Payments and Injury Benefits) (Scotiand) Regulations 1998
Made 26th Janusry 1998

Laid before Parliament 11th February 1998

Caming into force 4th March 1998

ARRANGEMENT OF REGULATIONS

SCOTTISH STATUTORY INSTRUMENTS

2014 No. 233
PUBLIC SERVICE PENSIONS

The Local Government Pension Scheme (Transitional
Provisions and Savings) (Scotland) Regulations 2014

SCOTTISH STATUTORY INSTRUMENTS

Made
Laid befd

2008 No. 230

PENSIONS

The Local Government Pension Scheme (Benefits, Membership
and Contributions) (Scotland) Regulations 2008

Made 41y June 2008

Laid before the Scottish Parliament 6th June 2008

oril 2010

2009



The Pensions Regulator

The Pensions REEI R
Regulator

How we will support your scheme to meet the
required standards

Today, we published details of how we will support public service schemes like yours to
meet the required standards of governance and administration, and what we might do in
cases of non-compliance - including using our enforcement powers.

Read our compliance and enforcement policy for public service schemes.

We recognise that the reforms are significant and those involved with public service
schemes face complex and challenging conditions, so we want to work with you to help
you meet the new standards set out in law. For further help and practical guidance, visit

the public service section of our website.



Investment Regulations

SCOTTISH STATUTORY INSTRUMENTS

2010 No. 233
PENSIONS

The Local Government Pension Scheme (Management and
Investment of Funds) ( Scotland) Regulatons 2010

Made T Fune 2000

Laid before the Scorash Parfamenr ITdh Jume 2005

Coming ins fare S Jufy 20080

CONTENTS
Prelvminary
1.  Ciationand commencement 2
2. Gemeral defimitions 2
3. Defimition of “mvesment™ 3
Mamapemen rof pasion fund
4. Mamapement of pension fund 4
5. Power o bormow 5
6. Separae bank meown 5
Tivesmment managers
7. Definiton of “mvesment manager™ &
8. Choice af mvesmen: mamgers &
9. Tems of i af i 7
10, Review af imvestmen: mamager's perfrmnce 7
Tavessment and use of pension fund mongy
11 Trvestmest of pension fimd money ]
12 Sotementafinvestment principles H
13 Tvestmemis under 511 of the Trstee Imvestmenis Act 19651 8
14 Resirictions an investments 9
15  Requiremens for incremed limits a
16, Useaf fand money by an adminisering autharity 10
Supplemarary

17.  Consequential amendments and revocations 1o
SCHEDULE 1 LIMITS ON TNVESTMENTS 11
PARTT Tahle 11
PARTIT Exceptions to limits in Part T 12

PART ITT Tnerprention 12
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“We note evidence received in term of the fiduciary duty applying to
trustees of local government pengion funds. There are clearly
opportunities to deliver much-needed capital investment in areas such
as transport and housing, i impediments can be addressed. We
encourage the Scoftish Government and local govemment pension
fund managers to look closely at this aspect with a view to unlocking
this funding for inveatment in secure local capital projects. We expect
the Scottish Government to fake all possible steps to facilitate such
investment. [Paragraph 65 of the report]

29 Apr  Local Government and Regeneration Committee

Budget Strategy Phase 2016-17

We will look to take evidence from local government pension funds, in
terms of their operation and ability to invest, as part of our 2015
mainstreamed budget work programme. [Paragraph 66 of the report].”

Local Government ond Regeneration Commmcc

Budget Strategy Phase 2016-17

11



Investment Regulations

ety First Minister
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Unizon.
Advimony Board and

| would like 1o shank you and he mambars for astablishing the Schems
aned prioTiise the
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Investment Regulations

Public sector pension funds in Scotland
ploughing £1.7bn into 'dirty investments’
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Millions of UK public sector pensions
'exposed to risky fossil fuel

investments' ?/(I;/sézlcigta release: £14 billion risky fossil fuel investments by UK councils

Ll
“Public-investments-in-fossil-fuels-are-fuelling-dangerousclimate-change,and-

presenta-threarto-thepensionsof-4.6 million-public-sectorworkers.-There’sa-
strong-ethical-andfinancial-casefor-local-councils to-divestfrom-fossil-fuelsand-
reinvest-into-infrastructure fit-forthe-21st-century.”--DanniPaffard-of-350.orgy 13



Other Developments

MIFID Il Timeline

Dologated Acts must |

ESMA 10 publish CP with
draft & be finalised by this |

the Official Journal (in . pi |
force 20 days later) on dorivatives y ,umwm‘ date — EC can object
First Consuitation tochincal PO MEFID 11, MiFIR and
Paper and ‘advice on delegated acts Dea od acts will apply
Discussion Paper CP with aratt techiical responding 1o ESMA Aiember SIa1ee o
released by ndards. cP 3 January 2017 (30
months after entry into
force)

22 May 2014 12 June 2014 19 December Early 2015 2 March 2015 July 2015
2014

MiFID2 Impact matrix — Public Sector Entities

The table below shows which MIFID2 requirements impact the various types of public sector entities.

In all cases the impact of MiIFID requirements is indirect, in that it applies to banks when they financial instruments with public sector entities

Pension schemes*

Local Government Pensions Schemes — key take-away points

MIFID classification YES YES We have mentioned below a number of key points which are likely to be of particular relevance to LGPS over and above those already
e applicable to Local Authorities.
Per Se Retail classification YES NO Counterparty classification
L - Local Government Pensions Schemes (LGPS) are likely to be defaulted to Retail status and would need to consider opfing up to
Restrictions on free research YES YES elective Professional in order o trade some of the more complex types of financial instruments. LGPS would be required to
A it YES YES acknowledge the loss of certain investor protections as a result of opting up)
= - Opt up process needs to be repeated on an annual basis
Pricing disclosures YES YES - LGPS which do not meet the opt up thresholds would need fo revise their hedging strategy to meet the restrictions on trading complex
derivatives.
Product governance YES YES
Pre-trade transparency YES YES Pre-Trade transparency impact

Post-trade transparency YES (low impact) YES (low impact) - LGPS will be impacted by the liquidity squeeze that is likely to result from the implementation of MIFID2 pre-trade transparency rules. It
is guite possible thatmany sell-side banks will push many derivatives through trading venues (MTFs or OTFs) in order to avoid the

Trading obligation NO Potentially {ransparency requirements.

o i - Trading on MTFs/OTFs comes with certain registration requirements and associated costs. Access to an OTF is at the discretion of
Systematlc internalisers MO NO that trading venue (likely dependent on volume of business LGPS does).
ALGO/HFT trading NG NO

OTF

YES (low impact)

YES (low impact)

Trading Obligation

- LGPS are likely to be classified as Financial Counterparties under the EMIR regulation, which means they would be subject to the
MIFID2 Trading Obligation.

Transaction Reporting MO NO
- As aresult, all products identified as mandatorily clearable under EMIR (currently liquid and standardised Rates and Credit derivatives)
. . . will need to be traded on a trading venue. This will require access to such venues before trading a vanilla interest rate swap or credit
Recording of communications YES YES defaut swap. 9 ed . g

* It refers to pensicnschemes owned or managed by a local authority butwhich operate as separate legal entities

** Housing asscciations which meet the definition of an undertaking by operating under anindividual legal structure

14



Conclusions

The future ain't what it used

to be.
Yoqi Berra

If you don't know where you

are going, you might wind up

someplace else.
Yogi Berra

In theory there is no
difference between theory
and practice. In practice
there is.

Yopi Berra
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Questions?
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