
ADDITIONAL WRITTEN EVIDENCE FROM THE SCOTTISH PUBLIC 
PENSIONS AGENCY 
 
1. Thank you for your letter dated 10 February 2010 and this opportunity to 
provide written evidence to the Committee’s inquiry. 
 
2. It may help provide context if I explain the role the SPPA plays in public 
service pensions in Scotland.  The Agency has a dual purpose:  on behalf of 
Scottish Ministers we are responsible for developing the regulations which 
govern  the five main public service schemes that Scottish Ministers are 
responsible for – those for Local Government, the NHS, Scottish Teachers, 
Police and Firefighters; and we also act as the administrator of the NHS and 
Teachers schemes in Scotland.    
 
The Local Government Pension Scheme (LGPS) is the only one of these 
schemes that is a funded scheme, with pension scheme funds available for 
investment.  The other four are unfunded or “pay as you go” schemes.  They 
have no funds to invest, as contributions by members and employers are paid 
to Government, which in turn meets the cost of paying benefits as and when 
they fall due.   
 
3. Though the SPPA is responsible for the regulations which govern the LGPS 
it does not manage the scheme or any of the eleven funds which underpin it.  
These eleven funds are managed by local authorities and I note that you have 
already written to them.  When considering their responses, it may be helpful 
for your Committee to know about The Local Government Pension Scheme 
(Management and Investment of Funds) (Scotland) Regulations 1998 (SI 
1998/2888), (as amended), which the Agency is responsible for and with 
which the funds have to comply. 
 
4. The Regulations are geared towards ensuring that fund management 
decisions are taken in the best interests of LGPS members in order that the 
funds are in as healthy a state as possible to be able to meet current and 
future scheme liabilities.  This overarching fiduciary duty is supported by 
certain constraints on how fund monies should be invested.  These include: 
• set percentage limits on the proportion of each fund which may be 

invested in particular types of investment; 
• setting the basis on which funds can appoint external investment 

managers, such as the terms of appointment that must apply in such 
cases and requiring funds regularly to review managers’ performance 

• a requirement that funds maintain and publish a Statement of  Investment 
Principles, setting out the balance between different types of investment, 
levels of risk, the expected return on investments and the extent to which 
(if at all) social, environmental and ethical considerations are taken into 
account in choosing investments.   

 
4. Further changes to the Regulations which are in the pipeline, and which will 
take effect from 2011, include a requirement for funds to publish a separate 



pension fund annual report and for separate bank accounts to be created for 
the funds. 
 
5. Perhaps the key point of interest for the Committee’s inquiry is that fund 
management must always act to achieve the best financial return for its 
investment.  That need not preclude investment in Scottish owned or based 
companies, but such investment should show that it is been capable of 
delivering as good as or better investment returns than rival investment 
opportunities. 
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