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MEMBERSHIP

Employer Representatives Employee (Member) Representatives

David Southward– CCC   Deirdre Burnet - Pensioner (Vice-Chair)
Kerry Powell – Other (Chair) Karen Thomson – Deferred
District Representative To be confirmed Karen Wilson - Active

ACCESS TO INFORMATION

Agenda and Reports

Copies of the agenda and Part I reports are available for members of the public to inspect 
prior to the meeting.  Copies will also be available at the meeting.

The agenda and Part I reports are also available on the County Council’s website – 
www.cumbria.gov.uk/councilmeetings/ 

Background Papers

Requests for the background papers to the Part I reports, excluding those papers that 
contain exempt information, can be made to Legal and Democratic Services at the 
address overleaf between the hours of 9.00 am and 4.30 pm, Monday to Friday.

http://www.cumbria.gov.uk/councilmeetings/


A G E N D A

PART 1: ITEMS LIKELY TO BE CONSIDERED IN THE PRESENCE OF THE PRESS 
AND PUBLIC

1  APOLOGIES FOR ABSENCE

To receive any apologies for absence.

2  TERMS OF REFERENCE AND MEMBERSHIP

To note the Terms of Reference and membership of the Board.

3  DISCLOSURES OF INTEREST

Members are invited to disclose any disclosable pecuniary interest they have in any item 
on the agenda which comprises

1 Details of any employment, office, trade, profession or vocation carried on for 
profit or gain. 

2 Details of any payment or provision of any other financial benefit (other than from 
the authority) made or provided within the relevant period in respect of any 
expenses incurred by you in carrying out duties as a member, or towards your 
election expenses.  (This includes any payment or financial benefit from a trade 
union within the meaning of the Trade Union and Labour Relations 
(Consolidation) Act 1992. 

3 Details of any contract which is made between you (or a body in which you have 
a beneficial interest) and the authority 

(a) Under which goods or services are to be provided or works are to be 
executed; and 

(b) Which has not been fully discharged. 

4 Details of any beneficial interest in land which is within the area of the authority.  

5 Details of any licence (alone or jointly with others) to occupy land in the area of 
the authority for a month or longer.  

6 Details of any tenancy where (to your knowledge) 

(a) The landlord is the authority; and

(b) The tenant is a body in which you have a beneficial interest.

7 Details of any beneficial interest in securities of a body where



(a) That body (to your knowledge) has a place of business or land in the area of 
the authority; and

(b) Either – 

(i) The total nominal value of the securities exceeds £25,000 or one 
hundredth of the total issued share capital of that body; or

(ii) If that share capital of that body is of more than one class, the total 
nominal value of the shares of any one class in which the relevant 
person has a beneficial interest exceeds one hundredth of the total 
issued share capital of that class.

In addition, you must also disclose other non-pecuniary interests set out in the Code of 
Conduct where these have not already been registered.

Note

A “disclosable pecuniary interest” is an interest of a councillor or their partner 
(which means spouse or civil partner, a person with whom they are living as 
husband or wife, or a person with whom they are living as if they are civil 
partners). 

4  EXCLUSION OF PRESS AND PUBLIC

To consider whether there are any items on the agenda for which the press and public 
should be excluded.

5  MINUTES

To confirm as a correct record the minutes of the Cumbria Local Pension Board meeting 
held on 8 October 2019 (copy enclosed).

6  SCHEDULE OF FUTURE MEETINGS

To note the Schedule of future meetings:-

15 April 2020 – Cumbria House, Carlisle at 1pm
2 July 2020 – County Offices, Kendal at 1pm
6 October 2020 – Cumbria House, Carlisle at 1pm
13 January 2021 – Cumbria House, Carlisle at 1 pm
30 March 2021 – Cumbria House, Carlisle at 1pm

7  REVIEW OF PENSION COMMITTEE DECISIONS AND OTHER MATTERS

To consider a report from the Director of Finance (Section 151 Officer) summarising the 
work conducted and decisions made by the Pension Committee at its meeting on 13 
December 2019 (copy enclosed).



8  REVIEW OF DATA IMPROVEMENT PLAN

To consider a report from the Director of Finance (Section 151 Officer) on the findings of 
the data quality review and the ongoing implementation of the data quality improvement 
plan (copy enclosed).

9  REVIEW OF THE ACTION PLAN RESULTING FORM THE PENSIONS 
REGULATOR COHORT REVIEW

To consider a report by the Director of Finance (Section 151 Officer) (copy enclosed).

PART II: ITEMS LIKELY TO BE CONSIDERED IN THE ABSENCE OF THE PRESS 
AND PUBLIC

10 REVIEW OF ADMINISTRATION MATTERS

To consider a report from the Director of Finance (Section 151 Officer) on Pension 
Administration matters and request further information and/or feedback to the Pension 
Committee as appropriate.

11 YOUR PENSION SERVICE PRESENTATION

Rachel Blundell, Deputy Director – Member Operations, Local Pensions Partnership has 
been invited to make a presentation to the Board.

12 VERBAL UPDATE ON EMERGING ISSUES

To receive a general verbal update from Director of Finance (Section 151 Officer).

13 DATE OF NEXT MEETING

To note that the next meeting will be held on 15 April 2020 at 1pm at Cumbria House, 
Carlisle.
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Agreed by Cumbria County Council 10th January 2019

Part 2P: Cumbria Local Pension Board 

1 Summary 

1.1 The Cumbria Local Pension Board is responsible for assisting the 
Administering Authority of the Cumbria Local Government Scheme to comply 
with all relevant legislative requirements and to ensure the effective governance 
of the scheme. 

2 Functions of the Local Pension Board 

2.1 The functions of the Local Pension Board are to:

(a) Assist the Administering Authority of the Cumbria Local Government 
Pension Scheme secure compliance with: 

(i) The regulations covering administration of a Local Government 
Pension Scheme (‘LGPS’); and 

(ii) Other legislation relating to the governance and administration of the 
LGPS; and 

(iii) The requirements imposed by the Pensions Regulator in relation to 
the LGPS; and 

(b) To ensure the effective and efficient governance and administration of the 
LGPS. 

2.2 The Board must have a policy and framework to meet the knowledge and 
understanding requirements of section 248A of the Pensions Act 2004. 

2.3 In its role in assisting the Administering Authority as described above, the Local 
Pension Board shall report at least twice yearly to the Pensions Committee on 
matters reviewed and suggestions for their consideration. 

2.4 Where the Board is concerned that due consideration has not been given to 
matters of non-compliance the Board may submit a report for consideration by 
the Audit and Assurance Committee as the body designated by the 
Administering Authority with the capacity to investigate such matters on its 
behalf. 

2.5 The Board is constituted under the Public Service Pension Act 2013 and the 
Local Government Pension Scheme (Amendment) (Governance) Regulations 
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2014 and is therefore not subject to the requirements of S.101 of the Local 
Government Act 1972. 

2.6 The Board has no remit as a decision making body but is established to assist 
the Administration Authority to fulfil its functions which shall be deemed to cover 
all aspects of governance and administration of the Pensions Fund. 

3 Operating Structure and Codes of Conduct of the Local Pension Board 

3.1 The operating structure and codes of conduct of the Local Pension Board is as 
follows: 

(a) The Board will be quorate if 25% of designated members (i.e. two) are in 
attendance, with at least one member representing employers and at least 
one member representing scheme members. 

(b) Prior to appointment to the Board all members will be required to sign up 
to the Board’s Code of Conduct and Conflicts of Interest Policy. As a body 
representing the public interest the Code of Conduct and Conflicts of 
Interest Policy of members of the Local Pension Board will be aligned to 
those applicable to members of the Pensions Committee. 

(c) The Board will meet as a minimum twice a year. Meetings will be held 
during normal working hours and will predominantly be held within County 
boundaries. 

(d) Where required, a minimum of two Board members (one from the member 
representatives and one from the employer representatives) or the 
Administering Authority can request a special meeting be convened. 
Notice of ten working days must be given. 

(e) As a non-decision-making body the Board has no authority to establish 
working parties / subgroups. 

(f) Each member shall have an equal vote and should it be required, the Chair 
will have the casting vote. 

4 Commissioning of Service providers and Advisors 

4.1 All members of the Local Pension Board have the right to access the support of 
the experienced Local Government Pension Scheme Independent Advisors, 
however due regard has to be taken of securing value for money and as such 
whether in the first instance officers of the County Council could provide the 
assistance required. 

8



Agreed by Cumbria County Council 10th January 2019

4.2 Items of expenditure by the Board must have prior approval from the Section 
151 Officer. 

5 Role of Officers 

5.1 Reasonable secretarial and professional support will be provided by officers of 
the Administering Authority. Costs associated with this will be directly charged 
to the Pension Fund. 

6 Publication and Data Protection 

6.1 As a general principle, meetings will be open to the public. 

6.2 Paper or electronic versions (as requested) of all agendas and papers will be 
provided to all members of the Local Pension Board prior to a meeting. The 
Chair can accept that items be tabled on the day should such a need arise. 

6.3 As a matter of policy the Pensions Fund has adopted the principles of 
paperless working, therefore as a matter of course public access to all 
agendas, public papers and minutes etc. will be available on the Council’s 
website. On request, alternative media versions are available. 

6.4 The County Council as the Administration Authority is the registered data 
controller of the Cumbria LGPS, and as such all policies and practices in this 
regard applicable within the County Council are directly applicable to the Board. 

7 Membership 

7.1 Equal representation between scheme employers and scheme members is 
required. The membership of the Cumbria Local Pension Board will comprise 
three scheme member representatives and three scheme employer 
representatives. 

7.2 Appointment of Board members – To ensure an open and transparent 
selection process and to ensure the administering authority meets its obligation 
to ensure appointed members have the capacity the selection process will be 
through application, matching to a role profile and interview. The appointment 
panel will consist of the Section 151 Officer, Monitoring Officer and Portfolio 
Holder for Finance. Appointments will be for four years (or, in the case of 
elected members for the remainder of their current term of office) and there will 
be no limit on the number of times a member of the board can seek to be 
reappointed. The three employer representatives will be allocated 1 to the 
County Council; 1 to the District Councils and 1 for all other employers in the 
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Fund. The three scheme member representatives will be selected to ensure all 
membership groups within the Fund are considered. 

7.3 Appointment of the Chair/Vice Chair – the administering authority will appoint 
the Chair and the Vice Chair. The roles will be split with one being a scheme 
member representative and one being a scheme employer representative and 
this will be alternated on a two yearly cycle. 

7.4 Reimbursement of reasonable travel expenses for attendance at meetings and 
training sessions will be in line with the County Council’s agreed policies and 
rates for elected members. All such costs will be met directly by the Pension 
Fund. 

7.5 Relevant knowledge and capacity – the administering authority must ensure 
that each person appointed to the Local Pension Board has the relevant 
knowledge and the capacity to represent the employers or members (as 
appropriate) of the Pensions Fund. Initially this will be done through selection 
but, following appointment, it is a member’s individual responsibility to ensure 
they attend sufficient training to enable them to continue to fulfil the knowledge 
and capacity requirements. Full training will be provided and all reasonable 
costs will be met by the Pensions Fund. To ensure compliance with the above a 
general level of attendance at meetings and training events is required. 

8 Substitution

8.1 Substitutes are permitted and sufficient substitutes will be appointed to ensure 
that the representation described in 7.2 can be maintained whenever a 
substitution is required. 

8.2 In recognition of the requirements relating to relevant knowledge and capacity, 
substitutes must be subject to the same appointment process as Board 
members detailed in 7.2 and the relevant knowledge and capacity requirements 
as set out at 7.5. Each substitute will be appointed for a four year term (or, in 
the case of elected members for the remainder of their current term of office) 
and there is no limit on the number of times the substitute can seek to be 
reappointed.

8.3 Reimbursement of reasonable travel expenses for attendance at meetings and 
training sessions will be in line with the County Council’s agreed policies and 
rates for elected members. All such costs will be met directly by the Pension 
Fund. 
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CUMBRIA LGPS LOCAL PENSION BOARD

Minutes of a Meeting of the Cumbria LGPS Local Pension Board held on Tuesday, 
8 October 2019 at 1.00 pm at Cumbria House, Carlisle

PRESENT:

Ms K Powell (Chair)

Mrs  D Burnet (Vice Chair)
 

Mr DE Southward
Ms K Wilson

Also in Attendance:-

Ms A Clark - Senior Manager - Pensions and Financial Services 
(Deputy S151 Officer – Pensions)

Mrs L Davis - Democratic Services Officer
Mrs J Dole - Finance Manager Pensions Administration
Mr P George - Group Finance Manager - Pensions, Investments and 

Insurance
Ms G Welbourn - Technical Finance Officer - Pensions

- Director of Member Operations, Local Pensions 
Partnership

- Substitute Member of the LGPS Board

PART 1 – ITEMS CONSIDERED IN THE 
PRESENCE OF THE PUBLIC AND PRESS

1 APOLOGIES FOR ABSENCE

An apology for absence was received from Ms K Thomson.

2 TERMS OF REFERENCE AND MEMBERSHIP

The Terms of Reference were noted.  Members were informed that Ms K Powell 
had been appointed Chair and Ms D Burnet as Vice Chair for the ensuing two years.  
Ms D Burnet was thanked for her service as Chair.

Board members welcomed Ms S Hill, a newly appointed substitute member to the 
meeting as well as Ms R Blundell, Director of Member Operations, Local Pension 
Partnership.  
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3 DISCLOSURES OF INTEREST

There were no declarations of interest made at this meeting.

4 EXCLUSION OF PRESS AND PUBLIC

RESOLVED that, the press and public be excluded from the meeting during 
consideration of Agenda Item No 10 - Review of Pension 
Administration Matters during the period to June 2019, Agenda 
Item No 11 – Your Pension Presentation and Agenda Item No 
12 - Verbal Update on Emerging Issues on the grounds that 
they contained exempt information as defined under paragraph 
3 of Part 1 of Schedule 12A of the Local Government Act 1972 
(as amended) relating to the financial or business affairs of 
particular individuals.

5 MINUTES

RESOLVED, that the minutes of the meeting of the Board held on 4 July 2019 were 
agreed as a correct record and signed by the Chair.

6 SCHEDULE OF FUTURE MEETINGS

The Schedule of future meetings of the Board was noted.  The meetings would take 
place as follows:-

17 January 2020 – 1.00 pm Cumbria House, Carlisle
15 April 2020 – 1.00 pm Cumbria House, Carlisle
2 July 2020 – 1.00 pm County Offices, Kendal

7 REVIEW OF PENSION COMMITTEE DECISIONS AND OTHER MATTERS

A report was considered from the Director of Finance (Section 151 Officer) 
regarding a review of the Pensions Committee’s decisions and other matters for 
consideration during the period.  The report summarised the work of the Pensions 
Committee at its meeting on 24 September 2019 in order that the Board members 
could review them as part of their responsibility to scheme members of the Cumbria 
LGPS.  Appendix 1 of the report detailed the recommendations agreed by Pensions 
Committee.  

Members were informed that, in addition to the quarterly monitoring reports, the 
Pensions Committee had considered a number of other reports including an update 
from this Board, minutes of the Border to Coast Joint Committee meeting and AGM, 
updates on Border to Coast Pensions Partnership, the draft Annual Report and 
Accounts, the 2019 Actuarial Valuation and the Investment Sub Group activity 
report.
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The Senior Manager – Pensions and Financial Services informed members that all 
recommendations had been agreed by Committee with one exception, that the 
Scheme Member and Employer Representation at the Committee be limited to 30 
minutes, consistent with Council procedure, rather than 10 minutes as 
recommended in the Quarterly Monitoring Report to Committee.  Representation 
would be limited to members of the Cumbria LGPS and from current scheme 
employers within the Fund.  The proposed scheme would not permit the submission 
of petitions to the Pensions Committee.  This scheme would not be applicable to the 
Local Pension Board, only to the Pensions Committee. 

The Senior Manager – Pensions and Financial Services said the proposed changes 
would be presented to the Constitution Review Group for further consideration 
before being submitted to full Council for approval.

Members noted that there had been no legal breaches during the preceding quarter.

With reference to the Risk Register, the Vice Chair mentioned recent  government 
regulation changes which could have an impact on the Fund and gave the example 
of independent schools teachers being allowed to opt out of the Teachers’ Pension 
Scheme.  She questioned whether the same could apply to Academies in future.  
After discussion it was agreed that the Group Finance Manager would expand Risk 
No 2.2 - regulatory changes - in the register to capture issues such as this and 
assured members that Cumbria County Council carried out horizon scanning on a 
regular basis.

One of the members asked about the risks in the register with a RAG ratings below 
their target and questioned whether any actions were needed to bring these back on 
track.  The Group Finance Manager reassured the Board that officers reviewed 
these targets regularly and would bring specific actions to the Board for 
consideration, if required.

Following a discussion on information security arrangements (risk 1.1), the only risk 
on the register with a red RAG rating, members welcomed the suggestion to hold a 
“deep dive” session on this at the next meeting of the Board.  Officers informed the 
board that work was ongoing at a Fund and corporate level on this issue, and the 
score was consistent with the corporate risk register.

The Vice Chair verbally updated members on training that she had recently 
attended – the first of three seminars run by the LGA: LGPS Governance 
Fundamentals.  It had been a very worthwhile session and she encouraged other 
members to attend.

Members were provided with a summary of recent and proposed future changes to 
legislation that would impact on the Scheme.  These included Good Governance in 
the LGPS and the Investment Consultancy and Fiduciary Management Market 
Investigation Order.  They were also updated on the proposed transfer of business 
from Equitable Life to Utmost Life and Pensions Ltd, which would affect the AVCs of 
some members of the fund.  It was noted that a training session on AVCs had been 
arranged to follow the meeting.
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Officers reassured members on actions taken following the McCloud court 
judgement.  Members would be kept informed until the issue was resolved.

RESOLVED that the decisions approved and the other matters considered by the 
Pension Committee at the meeting held on 24 September 2019 be 
noted.

8 CUMBRIA LGPS DATA REVIEW AND DATA IMPROVEMENT PLAN

Members received a report from the Director of Finance (Section 151 Officer) that 
provided an update to the Board on the actions being taken to improve data quality 
within the Fund. The report concluded that good progress was being made against 
the actions detailed in the data improvement plan.  

The Group Finance Manager – Pensions, Investments and Insurance updated 
members on pending leavers and the member tracing exercise.  The officer drew 
attention to four anonymised member tracing case studies which were appended to 
the report.  Members agreed to recommend to the Pensions Committee that the 
Fund should attempt to verify the address of scheme members aged 53 or over 
where the fund had not included them in the tracing exercise within the past 24 
months.  Members also noted that this should be capped at a minimum level of 
pension benefits.  Officers were asked to consider an appropriate level of pension 
benefits for this purpose.

Members gave feedback on the Data Quality Improvement Plan.  Officers agreed to 
amendments suggested by the Board members to better reflect figures highlighting 
cases cleared and new case additions.

RESOLVED, that the ongoing implementation of the data quality improvement plan 
be supported. 

9 THE PENSION REGULATOR'S COHORT REVIEW OF THE LGPS

Members received a report from the Director of Finance (Section 151 Officer) that 
provided details of the areas for improvement identified as part of the Fund’s 
meetings with the Pensions Regulator and how these had been progressed to date.  
The review of the Cumbria Fund had highlighted no areas of specific concern, but 
did suggest a number of areas for improvement.  

An action plan was developed to address the areas for improvement and an update 
on the progress against this plan presented in the report.

Members welcomed the action plan and the discussion centred around member 
communication and cyber security.

In September, the Pensions Regulator formally issued its feedback from the cohort 
review of the LGPS.  Members noted that whilst the Regulator had made a number 
of recommendations in its report, these were already being addressed by the Fund.
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RESOLVED, that

(1) the action plan addressing suggested areas of improvement from the 
Pensions Regulator be noted; and

(2) the Pension Regulator’s formal review of the LGPS be reviewed and any 
further areas for development for the Cumbria Pension Fund be identified. 

10 REVIEW OF PENSION ADMINISTRATION MATTERS DURING THE 
PERIOD TO JUNE 2019

Members received a report from the Director of Finance (Section 151 Officer) which 
detailed the Pension Committee decisions and Pension Administration matters.

A discussion took place on how to ensure that performance measures were more 
relevant going forward.  The intention was that the detail of this would be included in 
the Quarter 3 report.

The Chair asked for an additional column to be added to future reports to indicate 
direction of travel.  This was agreed.

RESOLVED, that the report be noted.
 

11 YOUR PENSION PRESENTATION

Members received a verbal update from Ms R Blundell (Director of Member 
Operations, Local Pension Partnership).  The updated included information on 
reorganisation in the service, performance, upgrading IT systems and staffing.

12 VERBAL UPDATE ON EMERGING ISSUES

Members received a verbal update on matters arising from the Senior Manager, 
Pensions and Financial Services.

The meeting ended at 3.00 pm
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CUMBRIA LGPS LOCAL PENSION BOARD

Meeting date: 17th January 2020

From: Director of Finance (Section 151 Officer)

REVIEW OF PENSION COMMITTEE DECISIONS AND OTHER 
MATTERS FOR CONSIDERATION DURING THE PERIOD

1.0 EXECUTIVE SUMMARY

1.1 The role of the Board is to assist the Administering Authority in all 
aspects of the governance and administration of the Local Government 
Pension Scheme (LGPS).

1.2 Cumbria County Council, as Administering Authority for the Cumbria 
LGPS (“the Fund”), has delegated its functions, under Section 101 of 
the Local Government Act 1972 to the Cumbria Pensions Committee 
(the ‘Committee’). 

1.3 Section 4 of this report summarises the work conducted and decisions 
made by the Committee at its meeting on 13th December 2019 in order 
that Board Members can review these as part of their legal 
responsibility to members of the Fund.  

1.4 This report also advises Members of other matters arising during the 
period for consideration. Pension administration issues have been 
highlighted in a separate report in Part 2 of this meeting to allow for a 
more detailed focus on these items.   

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The Council’s vision is to be “A Council that works with residents, 
businesses, communities and other organisations to deliver the best 
services possible within the available resources”. As part of the 
approach to delivering this vision the Council aims to “Put customers 
at the heart of everything we do”.

2.2 Good governance and risk management will aid the Fund in ensuring 
its regulatory responsibilities are met, a good service is provided to 
scheme members, costs are controlled and its required investment 
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return is achieved. Cost control and the investment performance of the 
Fund will have a direct impact on the funding level and therefore all 
employers’ contribution rates. This will have a direct impact on the 
Fund Employers’ revenue budgets. 

2.3 Robust governance arrangements help to ensure good management of 
the Fund and help to contribute to investment performance and 
effective administration. 

2.4 There are no specific equality implications arising out of the 
recommendations of this report.

3.0 RECOMMENDATIONS

The Board is recommended to:-

3.1 Note the decisions approved and other matters considered by the 
Pension Committee at the meeting held on 13th December 2019 and 
request further information and/or feedback to the Pension Committee 
as appropriate.

4.0 PENSION COMMITTEE DECISIONS

4.1 The Cumbria Pensions Committee is the delegated decision making body for 
the Fund, and as such its decisions are of particular relevance to the 
Cumbria Local Pension Board (LPB or ‘the Board’.).  It is the role of the 
Board to assist the Administering Authority of the Cumbria Local 
Government Pension Scheme to secure compliance with:-

a) The regulations covering administration of a local government pension 
scheme;

b) Other legislation relating to the governance and administration of the 
LGPS; and

c) The requirements imposed by the Pensions Regulator in relation to the 
LGPS.

4.2 The Board is also required to ensure the effective and efficient governance 
and administration of the LGPS.

4.3 Pension Committee papers are available through SharePoint for all Board 
members to access at the same time as they are sent out to Pension 
Committee Members. This enables any questions/queries to be raised by 
the Board either at or before the relevant Pension Committee meeting.  
Reporting in this way should allow a more effective oversight process to 
operate.  Appendix 1 to this report presents the recommendations agreed by 
Committee at the meeting held on 13th December 2019; full details can be 
reviewed online.

4.4 In addition to the quarterly monitoring reports Parts 1 & 2, the December 
meeting considered the following reports:
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 Update from the Cumbria LGPS Local Pension Board); 

 Minutes of Border to Coast Joint Committee 11th September 2019; 

 Training Update & Future Planned Training;

 Half-Year Update of the Pension Fund Business Plan & Administration 
Budget 2019/20

 Appointment of Independent Advisor;

 Progress of Triennial Actuarial Valuation 2019; 

 Investment Strategy Review; and

 Investment Sub-Group activity report to November 2019. 

4.5 There were also training presentations on a number of different Investment 
products and a separate presentation providing details of the Investment 
Strategy Review.

4.6 All recommendations within the papers presented to the meeting were 
agreed by the Committee. See Appendix 1 for additional commentary. 

5.0 LOCAL PENSION BOARD

5.1 Legal Breaches: There were no breaches reported to the Pensions 
Regulator during the quarter to December 2019.  Non-compliance events 
arising from late payments from employers to the Fund during the quarter 
ended 30th September 2019 were recorded in relation to seven employers 
however these are not considered to present any material concern to the 
Fund. Details are presented in Paper 10 on this agenda.

5.2 Risk: Risk management is a key element of good governance for any 
organisation. Officers of the Fund continually review and monitor risks 
bringing any significant emerging issues to Members’ attention throughout 
the year, with Members formally reviewing these at each meeting. This 
quarterly review process ensures consistent and timely Member oversight of 
risk monitoring and thereby provides enhanced due diligence in this regard. 

5.3 The current risk register at December 2019 is presented at Appendix 2.  One 
risk has been added to the register in the quarter (McCloud Judgement) and 
one risk has been removed (Timeliness of Breach Reporting). There is 
currently one risk assessed as “red” associated with information security 
arrangements. Additionally there are 3 “amber” and 11 “green” rated risks. 

 New Risk: Ref 1.6 - McCloud Judgement

The Risk Register has previously noted the emerging risk related to the 
implications of McCloud on the value of Fund liabilities and the impact 
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this may have on employer contributions in the future. This risk had 
previously been managed through the valuation process and therefore 
did not warrant a separate risk on the register.

However, the Scheme Advisory Board (SAB) have recently released 
information noting the potential additional burden that the McCloud 
judgement may have on the administration function of the Fund. 

The SAB have noted that it is likely that the McCloud remedy will involve 
the extension of the underpin to members in scope who are not currently 
offered protection. Therefore, a full history of part time hour changes and 
service break information from 1 April 2014 will be needed in order to 
recreate final salary service. 

In addition to the pension entitlements for Scheme Members, it is 
anticipated that a notional underpin may need to be taken into account in 
annual allowance calculations for active members going forward and that 
revisions to previous years’ calculations for all members may be 
necessary.

Consequently, an additional risk has been added to the register noting 
that there is a risk that the Fund may be unable to adequately comply 
with required administration processes arising from the resolution of the 
McCloud judgement. This could result in legal breaches reportable to the 
Pensions Regulator; incorrect pension entitlements being calculated for 
pensioners; and loss of credibility with scheme members and employers.

The main mitigation for dealing with this risk is through providing early 
communication to scheme employers of the information that required to 
address McCloud. Consequently the Officers will be monitoring 
announcements from the Scheme Advisory Board and informing 
employers at the earliest opportunity.

 Removed Risk: Timeliness of Breach Reporting

The risk register has previously included a risk that escalation of 
employer breaches (including the reporting of breaches to the Regulator) 
are not conducted in a timely manner.

This risk was originally included in the register as a result of an employer 
accruing several months of pensions contributions due to the Fund 
before being reported to the Regulator by the Fund. The employer 
eventually became insolvent with the outstanding pensions contributions 
being paid by its guarantor.

The Fund has reviewed lessons learned from this case and introduced 
processes to monitor and report breaches to the Pensions Committee 
and Local Pension Board.

It is now considered that the processes in place adequately mitigate this 
risk and consequently it is recommended that it be removed from the risk 
register.
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 Risk ref 1.1: Information Security Arrangements

The Committee was advised in September that information security 
controls within the Council have strengthened and have been 
independently assessed in the following 3 areas:

 GDPR: ‘Substantial Assurance’ - Internal Audit opinion June 2019;
 Cyber Security: ‘Reasonable Assurance’ - Internal Audit opinion 

June 2019; and
 PSN: Annual independent PSN Accreditation confirmed July 2019.

This risk, the highest ranked on the risk register, consequently this Board 
meeting has been themed on Information Security with presentations 
from the Council’s ICT team; Your Pension Service; GDPR compliance; 
and a presentation on how the Fund aims to mitigate the risk of scheme 
members being scammed through pension transfer orders.

The Fund scores the risk for Information Security Arrangements as per 
those recorded in the Corporate Risk Register. Therefore the likelihood 
of a significant information security incident occurring has been retained 
at a score of 3 out of 5 defined as “possible”. The potential implications 
of this risk occurring remains at the highest risk score of 5 “most severe”.

5.4 In addition to the revised risks detailed above, the comments associated with 
some of the risks have been amended to reflect progress with the 2019 
triennial valuation, the work of the Local Pension Board and other relevant 
updates. At the December Pension Committee a member queried the 
continual inclusion of cash flow risk in the Risk Register. He was advised 
that this would be reviewed as part of the work on the Investment Strategy 
Review and the risk register for Quarter 3 would be considered accordingly.

6.0 OTHER  MATTERS

Pension Committee: 

6.1 A formal report is presented by the Board at each quarterly Pension 
Committee.  Deirdre Burnet presented at the meeting on 13th December, 
with no issues raised by the Committee.

6.2 The Board has been tasked with monitoring future progress against the data 
quality improvement plan and actions taken to improve data quality; and 
monitor the progress against the action plan addressing suggested areas for 
improvement from the Pensions Regulator. (Updates in respect of both of 
these tasks are presented at items 9 and 10 of this agenda).    

Training: 

6.3 Deirdre Burnet and Karen Wilson have now attended all three of the Local 
Government Association (LGA) LGPS Fundamentals training sessions, and 
both also attended the Cumbria Pensions Forum in November.
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6.4 Deirdre Burnet attended the three day Local Authority Pension Fund Forum 
Responsible Investment Conference in Bournemouth in early December, 
and will also be attending the LGA LGPS Governance Conference in York in 
January 2020. 

Public Service Pension Schemes – Governance and Administration 
Survey 2018, published July 2019:

6.5 The Pension Regulator (tPR) published the 4th annual Public Sector 
Pension Scheme Governance and Administration survey in July 2019. 
Previous surveys identified that key features of good governance were 
becoming more commonplace across public sector schemes. In the latest 
survey tPR looked in more depth into how these features were operating in 
practice.

6.6 The Pensions Regulator’s assessment is that the top risks continue to be 
around governance, record keeping and member communications. They 
also identify cyber security as a significant issue requiring attention, which is 
already reflected in the Fund’s risk register and is reviewed at each meeting.

6.7 In 2018 the responses covered 95% of LGPS schemes which relates to 98 
% of Scheme membership. There are six key processes that the Pension 
Regulator focuses on and improvements were experienced across five of 
these areas.

6.8 There was a reduction in the number of Local Pension Boards that had a 
documented policy to manage Conflicts of Interest, however this is 
something that the Cumbria Local Pension Board has always had in place.  
Half of all public service schemes held four meetings a year, with a higher 
figure of 59% for LGPS schemes. Cumbria Pension Local Board have 
scheduled quarterly meetings, which are well attended.  

6.9 The full report is available online on the Pension Regulator’s website:- 

https://www.thepensionsregulator.gov.uk/-
/media/thepensionsregulator/files/import/pdf/public-service-research-
2019.ashx

Fund Policies:

Border to Coast Responsible Investment Policy and Corporate Voting 
Guidelines:

6.10 In line with good practice Border to Coast has undertaken an annual review 
of its Responsible Investment Policy and Corporate Voting Guidelines.  The 
outcome of this is that the underlying principles remain consistent with the 
current Policy and Guidelines.  There are, however, some changes to the 
documents, these are primarily to:

 Reflect the new Shareholder Rights Directive that came into force earlier this 
year; and

 To provide further clarification on a number of matters.
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6.11 The Policy and Guideline documents were considered by the Border to 
Coast Joint Committee at its meeting on 20th November (at which the Fund 
was represented by the Chair of the Pension Committee, in addition to this 
the Vice Chair of the Board attended the meeting in the capacity of an 
observer as the substitute Scheme Member Representative on the Joint 
Committee).  The Joint Committee recommended that one amendment be 
made to the Responsible Investment Policy, as set out below.  In addition to 
this it was agreed that an informal meeting be arranged in the new year to 
consider how the documents may evolve going forwards.

 The amendment agreed by the Joint Committee was the removal of the word 
‘always’ from the final sentence of paragraph 5.5. of the Responsible 
Investment Policy (page 7 in the policy document): 

Transition will affect some sectors more than others, notably energy, utilities 
and sectors highly reliant on energy. However, within sectors there are likely 
to be winners and losers which is why divesting from and excluding entire 
sectors may not always be appropriate.  

6.12 The revised documents, showing the changes (including the above change 
recommended by the Joint Committee) as track changes, are attached as 
appendices 4 & 5 to this report.  In summary, the key changes are:

6.13 Responsible Investment Policy – key changes

Section Page Type of 
Change

Rationale

Integrating RI 
into
investment 
decisions

5 Addition Additional ESG issues (n.b. this is not an 
exhaustive list: water stress, data privacy, 
single-use plastics, political lobbying. 
These additions are seen as posing increasing 
risks to investors.  For example, water stress 
has been added as risks are both regional and 
multi-dimensional and for some industries is a 
material issue.

Climate change 7/8 Addition Extra detail on climate change as a systemic 
risk with potential financial impacts.  The policy 
also provides further detail on risks and 
opportunities related to climate change.

Stewardship
Use of proxy
advisers

8/9 New sub-
section

To comply with Shareholder Rights Directive II 
(SRD II) the policy has been expanded to name 
and describe the use of proxy advisers.

Engagement 10/11 Addition Further detail on the engagement process – 
required by the Principles for Responsible 
Investment (PRI) & SRD II/ Financial Reporting 
Council (FRC).

Escalation 11 Addition – 
new sub-
section

Detail on options when initial engagement is 
ineffective; this is required by PRI.

Due diligence 
and
monitoring

11/12 Addition – 
new sub-
section

Detail of audit of stewardship activities; this is 
required by PRI.
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6.14 Corporate Governance & Voting Guidelines – key changes:

Section Page Type of 
Change

Rationale

Company Boards 
–
Composition and
independence

5 Addition / 
Clarification

Change of “9 years” to “9-12 years” and 
clarification that this will depend on market 
practice. Border to Coast have noted that 
blanket voting against all resolutions in 
markets where standards are not yet as high 
risks losing credibility, whereas more targeted 
voting will make a more powerful statement.

Leadership 6 Addition Wording changed from “must” to “should” to 
cover market practice outside the UK (noting 
the issue about the risks of blanket voting as 
detailed above).

Board Evaluation 7/8 Addition It is good practice to disclose Board 
evaluations.

Directors’ 
remuneration and 
long-term 
incentives

9 Addition

Addition

To recognise that companies should be 
transparent on pay ratios.
To recognise the importance of encouraging 
Executive Directors to hold stock to align their 
interests with those of shareholders.

Audit 10 Addition Further wording re publication of audited 
financial statements ahead of shareholder 
voting deadline has been added to cover the 
Korean market where this does not always 
happen.
Additional text to cover audit tender 
requirements for markets outside the UK.

Political 
donations & 
lobbying

11 Clarification Wording added to further strengthen the 
position in relation to voting against money 
being used to fund political parties.
Wording added to clarify support for 
disclosures around alignment of company and 
trade association values.

6.15 The Pension Committee, at their December meeting were asked to note the 
Border to Coast RI Policy and Corporate Voting Guidelines with the intention 
that the underlying principles continue to be adopted in the Fund’s 
Investment Strategy Statement (ISS).   No material changes will be required 
in the Fund’s ISS in relation to the aforementioned changes to the Border to 
Coast RI Policy and Corporate Voting Guidelines.  The underlying principle 
remains the maximisation of the long-term return on the Fund’s investments 
within acceptable risk parameters (including, but not limited to, environment, 
social and governance (ESG) factors).

6.16 The Fund’s ISS (including any revisions arising from the Investment Strategy 
review work) will be considered by the Committee at its meeting in March 
2020, and fed back to the Board at their next meeting.  

Administration & Communications Policy
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6.17 The amendment to the Policy approved by the Pensions Committee in 
December 2019 is detailed in Paper 10 on this agenda.

Regulatory Changes

6.18 This section of the monitoring report provides a summary for Members on 
recent and proposed future changes to legislation that will impact on the 
LGPS.

Good Governance in the LGPS

6.19 In July, Hymans Robertson released their report into Good Governance in 
the LGPS. The Board were briefed on the scope of this review and the 
Fund’s response to the consultation. 

6.20 On 15th November, the SAB released its Good Governance - Phase II 
Report setting out its response to the original report and making a number of 
recommendations. This report is provided in Appendix 3.

6.21 The recommendations within this report focus on general governance of the 
LGPS requiring all Administering Authorities to have a single named officer 
who is responsible for the delivery of all LGPS related activity for the Fund 
(“the LGPS Senior Officer”).

6.22 The report also recommends that each Administering Authority should 
publish an annual governance compliance statement that sets out how they 
comply with the governance requirements for LGPS Funds as set out in a 
new statutory guidance to be published by the Ministry of Housing 
Communities and Local Government (MHCLG).

6.23 In addition to the general governance recommendations, the report makes a 
number of other recommendations relating to:

o Conflicts of Interest;

o Representation;

o Knowledge and Understanding;

o Service delivery for the LGPS function; and 

o Compliance and Improvement.

6.24 Whilst the Fund is already compliant with the majority of recommendations 
within the report, there are a number of new developments recommended by 
the SAB.

6.25 In particular the SAB are proposing that each Fund must undergo biennial 
Independent Governance Review (IGR) and develop an action plan to 
address any issues identified. The IGR reports would be reviewed by a SAB 
panel of independent experts looking for outliers and areas for concern.

6.26 The SAB have recommended that MHCLG accept the recommendations in 
the report and move to phase III of the project. Details of the 
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recommendations and phase III are presented in full in Appendix 3.  Officers 
will continue to monitor progress with this project, brief the Pensions 
Committee and Local Pension Board on progress and ensure the Fund is 
compliant with any recommendations arising.

Other Regulatory Changes

Equitable Life - AVCs

6.27 As reported at the previous meeting, Equitable Life has proposed to transfer 
its business to Utmost Life & Pensions Ltd. This will affect the AVCs of 91 
scheme members within the Cumbria Fund. 

6.28 Based on advice commissioned from Mercer Ltd, the Fund, as policyholder, 
voted for these proposals at an Extraordinary General Meeting (EGM) on 1st 
November 2019. The proposals were approved by the majority of 
policyholders.  Following a hearing in late November approval for the 
proposal was received from the High Court.

6.29 The Fund has contacted each of the affected 91 members notifying them of 
the outcome of the vote and providing them with the regulated advice 
received from Mercer Ltd as to which funds within Utmost Life may be 
appropriate for their personal circumstances based on the proximity to their 
Normal Retirement Age. This information was required to be returned to 
Equitable Life by 13th December for implementation on 1st January 2020. 

Future meeting dates & availability.

6.30 The next scheduled Board meeting is due to take place on Wednesday 15th 
April 2020, at 1pm in the Conference Room at Cumbria House.  

7.0 OPTIONS

7.1 To either note the work undertaken by the Cumbria Pension Committee and 
the decisions made at their meeting on 13th December 2019, or request 
further information on the governance arrangements under which decisions 
were made by the Pension Committee.

8.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

8.1 Improved governance aids the Fund in running efficiently and effectively, 
controlling costs and helps to achieve its actuarially defined investment 
returns.  Cost control and the investment performance of the Fund will have 
a direct impact on the funding level and therefore all employers’ contribution 
rates.  This will have an impact on the Fund Employers’ revenue budgets.

9.0 LEGAL IMPLICATIONS   

9.1 There are no direct legal implications arising from the report. The information 
contained within the report is for the Board’s information. The Board’s 
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function is to assist the Administering Authority in all aspects of the 
governance and administration of the LGPS.

10.0 CONCLUSION

10.1 The Board’s remit is oversight of the governance of the Fund including 
review of how decisions are made. To do this effectively the Board needs to 
be aware of the work undertaken and decisions made by the Pensions 
Committee, and of current issues and matters arising.  Access and ability to 
review all papers which demonstrate the governance structure surrounding 
decision-making processes help Board members provide assurance that the 
Fund’s governance is robust and fit for purpose. 

Julie Crellin
Director of Finance (s.151 Officer)
17th January 2020

APPENDICES

Appendix 1: Decisions made by the Cumbria Pensions Committee on 13th 
December 2019

Appendix 2: Risk Register for Cumbria LGPS and LPB at December 2019

Appendix 3: Good Governance in the LGPS - Hymans Robertson

Appendix 4: Border to Coast Responsible Investing Policy

Appendix 5: Border to Coast Corporate Governance & Voting Guidelines

Electoral Division(s): All

Executive Decision No*

Key Decision No*

If a Key Decision, is the proposal published in the current Forward Plan? N/A*

Is the decision exempt from call-in on grounds of urgency? No*

N/A*If exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

No*Has this matter been considered by Overview and Scrutiny?
If so, give details below.

N/A*Has an environmental or sustainability impact assessment been 
undertaken?

N/A*Has an equality impact assessment been undertaken?
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PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

No previous relevant decisions

REPORT AUTHOR

Contact:

Gill Welbourn, Technical Finance Officer – Pensions 01228 226280
Finance Directorate
Gill.welbourn@cumbria.gov.uk
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Appendix 1

CUMBRIA PENSIONS COMMITTEE DECISIONS: 13th December 2019

PART I PAPERS

Item 8 (pages 23 to 28): Minutes of BCPP Joint Committee 
Meeting on 11th September 2019 

Pensions Committee resolved to:-

1. Note the minutes of the Border to Coast Joint Committee meeting held on 11th 
September 2019.

Item 9 (pages 29 - 40): Update from Cumbria LGPS Local 
Pensions Board

Pensions Committee resolved to:-

1. Note the update from the Cumbria Local Pension Board. 

Item 10 (pages 41 - 52): Training Update & Future Planned 
Training

Pensions Committee resolved to:-

1. Note the progress towards the delivery of the 2019/20 Training Plan.

Item 11 (pages 53 to 150): Monitoring Report for the Quarter 
ended 30th September 2019

Pensions Committee resolved to:-

1. Receive and note the performance and monitoring of the Fund for the period from 
1st July 2019 to 30th September 2019.

2. Note issues arising relating to the governance of the Fund in the past quarter. 

3. Approve to write-off the historic accrued overpayment of Guaranteed Minimum 
Pensions (GMP) payments for 58 pensioners within the Fund totalling £60,993. 

4. Note the revised Border to Coast Responsible Investment Policy and Corporate 
Governance & Voting Guidelines.

5. Approve the amendment to the Administration & Communications policy to 
increase the timescale for employers to submit monthly payroll data from the 6th 
day of the month to the 10th day of the month.
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Item 12 (pages 151 to 164): Half-Year Update of the Pension Fund 
Business Plan & Administration Budget 2019/20

Pensions Committee resolved to:-

1. Note progress against the approved Business Plan.

2. Note the 2019/20 half year projected outturn position against budget for the 
Cumbria LGPS and forecast overspend of £0.085m (less than 1.5% of the budget).

3. Approve the budget transfer of £0.991m from Management Fees (excluding Border 
to Coast) to Management Fees - Border to Coast to fund the projected fees 
associated with the management of the global equity portfolio from October 2019 
to March 2020.
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Appendix 1

CUMBRIA PENSIONS COMMITTEE DECISIONS: 13th December 2019

PART 2 PAPERS

Item 13 (pages 165 - 166): Appendix to Half-Year Update of the 
Pension Fund Business Plan & Administration Budget 2019/20

Appendix to note.

Item 14 (pages 167 to 174): Appointment of Independent Advisor

Pensions Committee resolved to:-

1. The Committee agree to the commencement of the appointment process for an 
Independent Advisor to the Committee.

2. Members delegate the appointment of an Independent Advisor to the Director of 
Finance (Section 151 Officer) in consultation with the elected members of the 
Investment Sub Group (Councillors Mel Worth, Nick Marriner and Stan Collins) 
and supported by advice from the Fund’s Independent Advisor (Alistair 
Sutherland). 
 

Item 15 (pages 175 to 182): Progress of Triennial Valuation 2019
 
Pensions Committee resolved to:-

1. Note that the 2019 actuarial valuation is progressing in accordance with the 
timetable required to complete the valuation process within the regulatory 
requirements.

 
Item 17 (pages 183 to 214): Investment Strategy Review
 
Pensions Committee resolved to:-

1. Consider and agree the proposed revised Investment Strategy; and

Following the agreement of recommendation 3.1, in order to commence 
implementation of the revised Investment Strategy:

2. Consider and agree the interim allocation;

3. Agree the disinvestment of 10% of the Fund’s investment in passive equity;

4. Agreed that authority be delegated to the Director of Finance (s151 Officer) to 
unwind the Fund’s equity protection products in line with disinvestment of the 
passive equity;

5. Agree the disinvestment of the Fund’s buy and maintain corporate bond portfolio 
(approximately 7% of the Fund); 
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6. Agree that authority be delegated to the Director of Finance (s151 Officer) to give 
the current manager of the Fund’s buy and maintain corporate bond portfolio 
notice to terminate the mandate in preparation for implementation of the revised 
Investment Strategy; and

7. Agree that the Section 151 Officer in consultation with the Investment Sub Group 
commence work on the implementation of the proposed Investment Strategy.

Item 19 (pages 215 to 224): Monitoring Report for the Quarter 
ended 30th September 2019
 
Pensions Committee resolved to:-

1. Receive and note the quarterly monitoring Part 2 items of the Fund for the period 
to 30th September 2019; and

2. Note the urgent decision taken by the Section 151 Officer (Director of Finance) in 
consultation with the Chair of the Pensions Committee to agree to sign a 
Shareholder Resolution approving, on behalf of Cumbria County Council as a 
shareholder of Border to Coast Pensions Partnership Ltd (‘the company’), that the 
company enter into the lease for additional office space for the company.

Item 21 (pages 225 to 310): Cumbria LGPS Investment Sub Group 
Activity Report to November 2019

Pensions Committee resolved to:-

1. Note the progress of the Investment Sub Group from September to November 
2019, including work on the full Investment Strategy Review;

2. Note the performance of the Fund over the quarter, and note that the corporate 
bonds portfolio manager will remain ‘on watch’; and

3. Agree the proposed work programme of the Investment Sub Group for the next 
reporting period, including an additional item in the work plan (following agreement 
by Committee of a revised Investment Strategy) to progress the work to 
commence planning the implementation of changes.
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PENSION FUND RISKS  Q3 Q4 Q1 Q2 Target DOT CORPORATE RISK PROFILE
(Risk Score = Likelihood x Impact)

1 1.1. Information security arrangements 15 15 15 15 10

2 1.2. Pensions administration processes 12 12 12 12 6  

3 1.3. Scheme member communication 4 4 4 4 4

4 1.4. Data quality 6 6 6 6 3

5 1.5. Payment of contributions 8 8 8 8 8

6 1.6. McCloud Judgement n/a n/a n/a 12 9 NEW

7 2.1. Pension Regulator Intervention 5 5 5 5 5

8 2.2. Regulatory changes 8 8 8 8 8

9 2.3. Financial irregularity 6 6 6 6 6

10 2.4 Loss of key personnel 4 4 4 4 4

11 2.5. Conflicts of Interest 4 4 4 4 4

12 2.6 Operational disaster 4 4 4 4 4

13 3.1. Cashflow 9 9 9 9 9

14 3.2 Investment performance 8 8 8 8 8

15 3.3 Flexibility of investments 6 6 6 6 6

Impact

Likelihood 1
Insignificant

2
Minor

3
Moderate

4
Major

5
Most severe

5
Very 

Likely
4

Likely
1.2, 1.6

3
Possible

2.3 3.1 1.1

2
Unlikely

1.3; 2.4; 
2.5

1.4; 3.3 1.5; 2.2; 
3.2

1
Very 

unlikely

2.6 2.1

Summary of risk changes 
since last quarter 

Emerging Risks 

 A risk associated with complying 
with the expected administrative 
requirements arising from the 
McCloud judgement has been 
added to the register.

 A risk associated with the 
timeliness of breach reporting has 
been removed from the risk 
register due to appropriate 
systems and processes being in 
place within the Pensions Team.

 No change in the quarter to 
scores attributed to the likelihood 
or severity of risks occurring.

 The triennial valuation continues to 
change the focus of a number of 
risks, e.g. “payment of 
contributions” but it has not been 
considered appropriate to amend 
the scores or key risks within the 
register at this time.

 There continues to be an emerging 
risk related to the as yet unknown 
implications of McCloud on the 
liabilities and the impact this may 
have on employer contributions in 
the future. This risk is being 
managed through the valuation 
process and does not warrant a 
separate risk on the register.
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CUMBRIA LGPS & PENSION BOARD RISK REGISTER (December 2019)
1. Scheme Administration

Current
Risk 

Score
DOT

Target 
Score

Risk 
Ref

Risk 
Owner Risk Title & Description 

(Impact x Likelihood)

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

1.1 Fund & 
YPS

Senior 
Manager 

Information Security 
Arrangements

There is a risk that the 
Council will experience a 
significant information 
security incident.

Caused by a concerted 
cyber attack on Council or 
YPS systems, inadequate 
information security 
arrangements, lack of 
training, awareness or 
human error.
 
Resulting in partial or total 
interruption to service 
delivery to scheme 
members, scheme 
employers, Fund Officers 
or YPS. 

Disclosure of personal 
data or  a data breach 
leading to financial 
penalties, liability claims 
and reputational damage  

15
(5x3)

DOT

10
(5x2)

Cumbria County Council (CCC) – Corporate Risk

 The County Council maintains a detailed corporate 
risk register including the risk associated with 
Information Security Arrangements.

 The Fund adheres to the controls and measures in 
place detailed within the Corporate Risk Register.

 All staff within the team have completed the GDPR 
& Information Security e-learning training, which is 
renewed on an annual basis. All Members have 
received training on information security.

 The Fund is compliant with the requirements of 
GDPR.

 Any data breaches by officers within the Fund are 
reported through the Council’s data breach 
processes and also recorded on the Fund’s breach 
register.

 In the event of systems being interrupted, the 
Council will implement the relevant Business 
Continuity Plan to ensure service continuity in a 
timely manner.

 Information security controls within the Council have 
strengthened and have been independently 
assessed in the following 3 areas:
 GDPR : ‘Substantial Assurance’ Internal Audit 

opinion Jun 2019
 Cyber Security: ‘Reasonable Assurance’ Internal 

Audit opinion Jun 2019

Cumbria County Council 

 The Fund adheres and, where appropriate, 
contributes to the planned improvements to controls 
and measures of the Council to manage the risk.

 The risk register will continue to be updated to 
ensure consistency with the overarching Council 
approach.

 The breach register will continue to be reviewed to 
consider any areas where the Fund can improve 
internal controls.

 The Council ensures staff are appropriately trained 
and aware of data security. For example, the 
Council held it annual Information Security week in 
November to provide an opportunity to share 
important messages about key aspects of 
information security, including data protection and 
records management. 

Your Pension Service (YPS): 
 YPS are continually reviewing system security and 

any updates will be included on future risk registers 
presented to the Committee and Local Pension 
Board.

Local Pension Board: 
 The Local Pension Board meeting in January 2020 

will be themed on this risk and consider how 
information is secured within the Council and YPS, 
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

 PSN : Annual independent PSN Accreditation 
confirmed July 2019

Your Pension Service (YPS): 
 Cyber security risks and controls in place
 Services backed up to tape every night and held off 

site. Disaster recovery plan is tested twice yearly. 
 Networks protected by fire walls to prevent 

unauthorised access. Intrusion Prevention Systems 
are in place and penetration tests are completed 
annually.

GDPR and the measures taken within the Fund and 
YPS to aim to protect scheme members from 
pension scams. 

1.2 Fund & 
YPS

Senior 
Manager

Pension Administration 
Processes

There is a risk of delays in 
scheme members 
entering into pension or 
receiving other services 
from the Fund in an 
untimely manner.  

Caused by organisational 
restructure within YPS & 
personnel changes and 
the need for retraining.
  
Resulting in customer 
dissatisfaction with the 
service.

12
(3x4)

DOT

6
(3x2)

Formal agreement in place with Lancashire County 
Council for the discharge of pension administration 
functions through the Local Pensions Partnership (LPP). 
This confirms Lancashire will exercise the same skill, 
care and diligence they would apply to the discharge of 
their own functions in relation to the administration of 
pensions.

Formal quarterly meetings of YPS and Cumbria LGPS 
officers to review and consider standards of service 
provision against YPS internal KPIs. Regular (at least 
quarterly meeting) of operational group and ongoing 
dialogue with officers at YPS throughout the year. LPP 
host an annual Client Forum providing officers the 
opportunity to engage with representatives from other 
Funds with LPP as their pensions’ administrator.

The Deputy Director - Member Services of LPP attends 
all Cumbria Local Pension Board meetings and provides 
an update on performance and areas for development. 

Officers continue to closely review YPS performance 
specifically with regard to the experience received by 
scheme members.

Performance against KPI targets reduced in Q1 from 
97% in Q4 to 95% in Q1 against a target of 95%. This 
reduction in performance levels in the quarter was due 
to the additional complexity of cases in April due to the 
processes associated with pensions’ increases. YPS 
have provided a mid-quarter report for Q2 detailing a 
return to 97% in performance levels with 100% of death 
benefits and 96% of retirement benefits paid within 10 
days.

The Committee and Local Pension Board have 
previously been advised of concerns regarding the 
quality of service provision from YPS which has been 
the focus of management attention during Q3 and will 
continue throughout 2019/20. 
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

Internal audit assurance is provided annually by 
Lancashire County Council that internal controls with 
YPS over the operation and administration of Cumbria 
Fire Service Pension Scheme data are adequate and 
effective.

YPS also maintain their own internal audit programme 
and advise Officers of the findings of these reports.

Whilst concerns remain as to the quality of service 
delivery and member experience, the likelihood of this 
risk occurring has remained at “4” (likely). This will be 
kept under review throughout the rest of 2019/20 or until 
quality is considered to be adequately addressed.

1.3 Fund & 
YPS

Senior 
Manager

Scheme Member  
Communication 

There is a risk that 
scheme members will not 
receive appropriate 
communication from the 
Fund.

Caused by not having an 
effective Communication 
Strategy in place or 
engagement strategy or 
inaccurate / incomplete 
data

Resulting in customer 
dissatisfaction and non- 
compliance with the 
Pension Regulator’s Code 
of Practice 14. 

4
(2x2) 

DOT

4
(2x2) 

The Fund’s Communication Policy details the process 
by which it will communicate with members of the 
Scheme. This policy is reviewed at least annually and a 
revised version of the policy is presented to the 
Committee elsewhere on this agenda.

The ‘My Pension Online’ (MPO) tool is a key 
mechanism through which YPS communicates with 
members and work is ongoing to increase the 
percentage of members signing up to this.

YPS have confirmed that 100% of Annual Benefit 
Statements were issued in advance of the statutory 
deadline of 31st August 2019.

As detailed in the Fund’s Data Improvement Plan, all 
standard correspondence from YPS is to be reviewed 
by the Fund and assessed for readability and 
understandability. Feedback from the first cohort of 
correspondence reviewed has been feedback to YPS.

MPO is promoted by the Fund and YPS to attempt to 
increase take up of this self-serve pensions tool.

1.4 Employer
s and 
Fund

Data Quality

There is a risk that 6 3
Internal audit work undertaken on YPS controls to 
provide assurance that internal controls over the 

Planned improvements to data quality are set out in the 
Data Improvement plan presented as a separate report 
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

Senior 
Manager

member data is 
incomplete or inaccurate.

This could be caused by 
poor internal controls 
within the Fund and 
scheme employers with 
information not being 
passed to YPS in a timely 
manner. 

This could result in having 
an impact on the 
production of Annual 
Benefit Statements for 
scheme members and the 
Triennial Valuation of the 
Fund which then impacts 
onto employer 
contributions.

(3 x 2)

DOT

(3 x 1) operation and administration Cumbria’s data are 
adequate and effective (annually).

Monthly reconciliation of employer contributions to data 
submitted by employers.

Quarterly YPS key performance indicators includes 
measures of timeliness of update of records.

The Fund reported data quality in excess of 99% for 
both common and scheme-specific data to the Pension 
Regulator in November 2018.

Employer responsibilities are set out in the 
Administration Policy and this is regularly reinforced by 
officers through a range of communication channels.

A data improvement plan has been developed and will 
be reviewed as a standing item for the Pensions 
Committee and Local Pension Board.

on this agenda. 

1.5 Employer
s & Fund

Senior 
Manager

Payment of 
contributions

There is a risk that 
employers fail to pay 
contributions (or the 
correct level of 
contributions) into the 
scheme.

This could be caused by 
employer error, business 

8

(4 x 2)

DOT

8

(4 x 2)

Monthly monitoring of contribution payments by 
employer to ensure contributions received are timely 
and accurate. This reconciliation is considered as part 
of the annual audit process.

Late payments are reported on the Fund’s risk register 
and reported to Pensions Committee and the Local 
Pension Board at each quarterly meeting.

Covenant review undertaken to assess the financial 
viability of employers within the scheme.

New admission bodies to the Fund are required to be 
backed by a guarantee or a bond.

Monitoring and reconciliation of contributions continue 
to be undertaken monthly and a full reconciliation is 
completed and checked as part of the year end process.

Where appropriate, guarantees will be called in to 
ensure all contributions are appropriately collected by 
the Fund.
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

failure or the general 
impact of increases in 
employer contribution 
rates

This could result in a 
financial loss the Fund 
which may impact on all 
other employers, and may 
constitute a breach 
reportable to the Pensions 
Regulator.

One guarantee was called in during 2018/19 for 
outstanding contributions. This debt was paid in full by 
the guarantor. A further guarantee was called in in 
2019/20 for non-payment of contributions. This was paid 
to the Fund by the guarantor in June.

Following a Fund valuation, employers are advised of 
their new contribution rates. These are checked in the 
first quarter of each year to ensure that each employer 
is submitting the correct employer contributions. Where 
appropriate corrective action will be taken.

1.6 Employer
s &  Fund

Senior 
Manager

McCloud Judgement

There is a risk that the 
Fund is unable to 
adequately comply with 
required administration 
processes arising from 
the resolution of the 
McCloud judgement. 

This could be caused by 
employer not having 
historic employment data 
for affected members; 
YPS not having 
appropriate resource to 
undertake the work; the 
Fund having insufficiently 
capacity to adequately 
review the results; or 
insufficient budget to fund 

12

(3 x 4)

New 
Risk

9

(3 x 3)

This is an emerging risk and the Fund will be monitoring 
announcements from the Scheme Advisory Board as to 
additional information required from employers and 
additional workstreams for the Fund and YPS.

The Fund will be discussing this emerging issue with 
YPS through its usual monitoring meetings and will be 
making preparations for managing the additional 
workloads. This is likely to have an impact on the 
Pensions Administration budget however it is not 
expected that any material additional costs will be 
incurred until 2020/21.

The Fund is currently reviewing announcements related 
to McCloud to try to assess the scale and scope of 
additional work. 

The Fund will ensure employers are appropriately 
briefed as to any additional information from them and 
will be working closely with YPS to identify what 
additional workload is required. 

Planned improvements will be reported to Pensions 
Committee and the Local Pension Board when there is 
greater clarity as to what is required from the Fund.
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

the required project work.

This could result in legal 
breaches reportable to the 
Pensions Regulator; 
incorrect pension 
entitlements being 
calculated for pensioners; 
and loss of credibility with 
scheme members and 
employers.
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2. Governance & Regulation

Current
Risk 

Score
DOT

Target 
Score

Risk 
Ref

Risk 
Owner Risk Title & Description 

(Impact x Likelihood)

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

2.1 Fund

Senior 
Manager 

Pension Regulator 
Intervention

There is a risk that the 
Fund commits a serious 
regulatory breach 

This could be caused by 
the Fund failing to advise 
the Regulator of regulatory 
matter (e.g. reporting a 
breach, submitting the 
Scheme Return) or failing 
to implement new 
regulations.

This could result in a 
detrimental effect to the 
service being provided to 
scheme members and 
employers. It could also 
result in serious 
reputational implications for 
the Fund and potentially a 
financial penalty.
.

5
(5x1)

DOT

5
(5x1)

The Fund is appropriately resourced with well trained 
and knowledgeable staff who understand their 
regulatory obligations to the Pensions Regulator and 
other statutory bodies.

The Senior Manager ensures that staff take the time to 
consider upcoming deadlines and prioritise workloads 
accordingly.

The Fund has good contacts with other LGPS Funds, 
the LGA, CIPFA and other bodies to ensure that it is 
aware of changing regulations and their impact to the 
Fund.

The Pensions Committee and Local Pension Board are 
advised on new regulations and emerging issues at 
each meeting. 

In 2017, the Pension Regulator levied its first fine to a 
LGPS Fund for failure to meet its regulatory obligations. 
The Pension Regulator has noted that it will be more 
proactive in enforcing regulations in the future.

Officers will continue to “horizon scan” to understand 
emerging issues that may have an impact on the future 
of the Fund. Where appropriate, the Pensions 
Committee and Local Pension Boar will continue to be 
appraised of any emerging issues. For example, on this 
agenda, Members are advised on the ongoing review of 
Tier 3 employers’ engagement in the LGPS and a 
consultation on amendments to the presentation of the 
Annual Report.

The Fund has recently undertaken its annual 
assessment of training needs of each Member. The 
results of this assessment informed the 2019/20 
Training Plan for the Fund which was approved by the 
Committee in March. Officers will arrange for high 
quality training to be available to all members (including 
substitutes) of the Pensions Committee and Local 
Pension Board throughout the year to ensure that 
Members have the appropriate skills and knowledge to 
take informed decisions at each meeting.

2.2 Fund

Senior 
Manager

Regulatory Changes

There is a risk that the 
LGPS is mandated to 

8 8
Officers of the Fund respond to government 
consultations where relevant to help influence policy.
 

Officers of the Fund will continue to monitor the LGPS 
environment to be aware of any potential changes to the 
scheme. 
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

invest in particular markets 
or risks that may otherwise 
impact onto the sovereignty 
of the Fund.

This may be caused by 
government policy or 
amendments to 
regulations.

This may result in the 
funding level of the Fund 
being affected which could 
materially impact employer 
contributions.

(4 x 2)

DOT

(4 x 2) Where relevant, the Fund will support lobbying or lobby 
directly to ensure that its voice is heard in the 
development of national policy.

Officers within the Fund ensure that they are aware of 
impending amendments to regulations and advise 
Pensions Committee and the Local Pension Board (and, 
where relevant, employers and scheme members) in a 
timely way as to any amendments and their impact to 
the Fund.

Where appropriate, officers will draft responses to 
consultations affecting the Fund and consult with the 
Chair of the Pensions Committee before submission.

2.3 Fund

Senior 
Manager

Financial Irregularity

There is a risk of fraud, 
fraudulent behaviour, or 
unintentional 
overpayments. Additionally 
there is the risk of financial 
loss due to corporate 
activities in companies that 
the Fund has equity 
holdings in.

This may be caused by 
fraudulent activity, 
misunderstanding

Failure to address financial 

6

(2 x 3)

DOT

6

(2 x 3)

Fraudulent Activity – Active participation in the 
National Fraud Initiative reduces likelihood of 
unidentified deaths and fraudulent pension claims.

Segregation of duties and a delegated scheme of 
authority minimises the risk of fraud within the Fund.

Unintentional overpayments – The NFI activity may 
identify overpayments where no fraudulent activity has 
arisen but a benefactor has unintentionally benefited 
from the Fund, e.g. payments continuing to be made to 
a widow(er) following the death of their partner. In such 
instances officers act compassionately whilst still 
protecting the assets of the Fund.

Tax and class action recoveries – Fund has specialist 

In January, Officers we advised through the National 
Fraud Initiative of 12 cases of overpayment due to the 
death of scheme members. 

All of these cases have been resolved (or attempted to 
be resolved) with overpayments being reclaimed or 
having a payment plan in place for recovery. 

These cases do not necessarily constitute a fraud, but 
do represent areas where there is a discrepancy 
between the Fund’s information and data from the 
government agencies.
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

irregularity may result in a 
financial loss to the Fund 
and scheme employers, as 
well as reputational 
damage to the Council.

providers for key recovery areas such as tax and class 
actions.

2.4 Fund

Senior 
Manager

Loss of key personnel

There is a risk that the 
Fund may lose key 
personnel.

This risk could be caused 
by staff retiring, moving on 
or otherwise being on long-
term absence.

This could result in an 
erosion of skills and 
knowledge within the Fund

4

(2 x 2)

DOT

4

(2 x 2)

The Fund is appropriately resourced and has effective 
arrangements in place to cover for short term absence. 
Managers consider succession planning for key staff 
within the team.

A comprehensive skills needs assessment is 
undertaken each year for all Officers and members of 
the Pensions Committee and Local Pension Board and 
a training plan is developed to address any areas for 
improvement.

The Fund has recourse to the independent expertise of 
two advisors and has the resource to procure additional 
external support as required.

The risk of the loss of key personnel was identified as a 
risk to the Fund by the Pensions Regulator as part of its 
cohort review of the LGPS.

An internal appointment within the Fund has given 
scope to help mitigate ’ key personnel risk.

  

2.5 Fund 

Senior 
Manager

Conflicts of interest

There is a risk that conflicts 
of interest in the 
governance of the Fund 
may detrimentally affect 
decision making.

This could be caused by 
those involved with the 

4

(2 x 2)

DOT

4

(2 x 2)

Pensions Committee:  All Committee members with 
voting rights have signed up to the Council’s Code of 
Conduct which covers registration of interests. 
Disclosure of interests is a standing item on the 
Pensions Committee agenda. 

Local Pension Board: all members have signed up to 
the Board’s Code of Conduct and Conflicts of interest 
policy (which are aligned to those of the Council). At 

The existing procedures are considered appropriate to 
mitigate the risk of conflicts of interest but this position 
will be kept under review.

Any potential conflicts of interest are declared at the 
commencement of each meeting and these are 
declarations are included in the minutes of each 
meeting. 
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

governance of the Fund 
being influenced by 
interests outside of the 
Fund.

This could result in 
decisions being taken that 
are detrimental to the 
Fund.

each meeting, members are asked to disclose any 
changes to their situation.

All interests are recorded and published on the 
Council’s website.

If appropriate legal advice can be sought as to any 
potential conflicts of interest within the Fund.

All members of the Local Pension Board and Pensions 
Committee are aware of how to manage potential 
conflicts. If there is doubt members of the Board and 
Committee may seek advice from the respective Chair 
or the Council’s Monitoring Officer.

A training session on Conflicts of Interest will be 
presented to Committee and Board members on 25th 
September 2019.

2.6 Fund & 
YPS

Senior 
Manager

Operational Disaster

There is a risk that an 
operational disaster may 
impact onto the Fund. 

This could be caused by 
fire / flood / extreme 
weather events etc.
 
This could result in the 
Fund not being able to 
operate effectively.

4

(4 x 1)

DOT

4

(4 x 1)

CCC: Business continuity procedures are in place for 
the scheme manager (CCC). These are tested 
corporately in accordance with CCC policies and
procedures.

An emergency planning exercise across the Council in 
June/July 2018 testing preparedness for a national flu 
pandemic identified a number of areas in which internal 
controls within the Pension Fund could be strengthened.

These improvements have since been implemented.

Administration (YPS):
YPS have business continuity procedures in place for 
Pensions administration. These are reviewed by 
Lancashire County Council’s emergency planning 
services which provide a QA function by in respect of 
individual service plans.

The existing procedures are considered appropriate to 
mitigate the risk of conflicts of interest but this position 
will be kept under review. Where weaknesses are 
identified, these will be addressed to improve the Fund’s 
preparedness for operational disaster.
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3. Investments

Current
Risk 

Score
DOT

Target 
Score

Risk 
Ref

Risk 
Owner Risk Title & Description 

(Impact x Likelihood)

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

3.1 Fund

Senior 
Manager

Cash flow

There is a risk that the 
Fund will turn cash flow 
negative (after investment 
income).

This may be caused by 
pension contributions not 
being received, pension 
payments increasing at a 
faster rate than expected or 
investment yield being 
lower than expected

This may result in 
insufficient cash being 
available when required to 
pay pensions and the need 
for the Fund to quickly sell 
investments to provide 
cash to ensure pensions 
are paid.

9

(3 x 3)

DOT

9

(3 x 3)

Consideration of options to address any movement of 
the Fund towards a negative cashflow position are 
included within the Business Plan of the Fund.

Officers and Members work closely with the Fund’s 
investment advisors and actuary to consider the options 
to address any potential cashflow implications.

Effective cashflow planning and management enables 
the Fund to understand when there may be significant 
calls on cash. This may be due to the pension payroll or 
calls on committed investments.

The Fund aims to hold between 2% and 10% of its 
portfolio as cash to enable it to effectively manage its 
cash position.

The current processes to manage cash within the Fund 
are considered to be sufficiently robust to adequately 
mitigate the risk of having insufficient cash to pay 
pensions.

Officers will continue to monitor cashflow positions to 
understand any periods of high drawdowns on cash.

If required, the Fund may sell out of liquid investments 
to have cash available to meet its financial obligations.

3.2 Fund

Senior 
Manager

Investment performance

There is a risk that market 
movement or investment 
failure impacts on employer 
contributions to the Fund.

8

(4 x 2)

DOT

8

(4 x 2)

Adherence to the Fund’s Investment Strategy ensures 
that the assets of the Fund are invested in a diverse 
portfolio of investments. This mitigates the risk of 
market movement having a direct impact on the value of 
the Fund.

The Fund will continue with its rigorous approach to 
considering new investments and scrutinising the 
performance of existing investment managers.

The Fund will continue its approach of influencing 
Border to Coast’s potential investment opportunities 
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

This could be caused by a 
global decline in financial 
markets or Cumbria 
investing in products that 
perform poorly.

This could result in a 
decrease in the fund value 
and lead to a material 
increase in employer 
contributions at the next 
triennial valuation.

Potential new investments are closely scrutinised by 
officers and Fund Advisers to assess if the product 
meets the investment criteria of the Fund (including risk 
and forecast return). Potential new investments are then 
proposed to the Investment Sub Group (or Pensions 
Committee if above 5% of the Fund’s portfolio) for 
further consideration and a funding decision.

The Fund purchased an equity protection product in 
April 2018 that restricts the losses to the fund in the 
event of a significant fall in UK, US and European equity 
markets until 31st March 2020.

such that these meet the investment objectives and of 
the Fund.

The Fund will continue with its approach to Responsible 
Investing by not divesting from any specific sector (e.g. 
fossil fuels) or investing in any specific sector (e.g. 
renewable clean energy). Instead it considers it 
appropriate to have a diverse portfolio of assets that can 
maximise return whilst seeking to mitigate investment 
risks. 

A review of the Investment Strategy of the Fund will be 
undertaken following the completion of the actuarial 
valuation. 

3.3 Fund

Senior 
Manager

Flexibility of Investments

There is a risk that the 
investment strategy is 
insufficiently flexible to 
exploit market 
opportunities.

This could be caused by 
too onerous decision 
making processes or 
restrictive policies within 
the Fund.

This could result in the 
Fund not being able to act 
in a sufficiently timely 
manner to invest in 

6

(3 x 2)

DOT

6

(3 x 2)

The Investment Strategy Statement sets out the 
investment classes that the Fund is prepared to invest 
in. It also includes both the target and maximum 
proportion of the Fund’s assets invested in these asset 
classes.

The Fund monitors its investment strategy on a regular 
basis to ensure it is fit for purpose and enables the Fund 
to maintain a diverse portfolio to mitigate a range of 
investment risks. 

Decisions as to new investments with a value of up to 
5% of the Fund’s portfolio are delegated to the 
Investment Sub Group. This includes implementing 
tactical changes to the Investment Strategy or Asset 
Allocation thus providing the flexibility for the Fund to 
respond promptly to opportunities / potential new risks.

The current Investment Strategy Statement and 
decision making processes within the Fund are 
considered sufficiently robust and flexible to enable the 
Fund to exploit any market opportunities in a timely 
manner with the appropriate due diligence being given 
to such investment decisions.
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Risk 
Ref

Risk 
Owner Risk Title & Description 

Current
Risk 

Score
DOT

Target 
Score

Current Controls & Measures in Place Planned Improvements to controls and measures to 
manage the risk 

(Impact x Likelihood)

appropriate products or 
may restrict the Fund from 
investing in products that 
may otherwise met the 
investment objectives of 
the Fund.

A review of the Scheme’s Investment Strategy was 
undertaken by Mercer Ltd over the summer of 2017. 
This review concluded that “The Fund’s investment 
strategy is in good shape with no material changes 
required.”

A further review was undertaken in 2018 by one of the 
Fund’s independent advisors.

Note: An upward arrow on the Direction of Travel represents an increase in the risk score since the previous quarter – hence either the potential impact or 
the likelihood of the risk occurring has increased.

Similarly, a downward arrow on the Direction of Travel represents a decrease in the risk score since the previous quarter – hence either the potential impact or 
the likelihood of the risk occurring has decreased.
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4 

Responsible Investment Policy  

This Responsible Investment Policy details the approach that Border to Coast Pensions 

Partnership will follow in fulfilling its commitment to our Partner Funds in their delegation of 

responsible investment (RI) and stewardship responsibilities.   

1. Introduction 

Border to Coast Pensions Partnership Ltd is an FCA-authorised investment fund manager 

(AIFM). It operates investment funds for its twelve shareholders which are Local Government 

Pension Scheme funds (Partner Funds). The purpose is to make a difference to the 

investment outcomes for our Partner Funds through pooling to create a stronger voice; 

working in partnership to deliver cost effective, innovative, and responsible investment now 

and into the future; thereby enabling great, sustainable performance. 

Border to Coast takes a long-term approach to investing and believes that businesses that are 

governed well and run in a sustainable way are more resilient, able to survive shocks and 

have the potential to provide better financial returns for investors.  Environmental, social and 

governance (ESG) issues can have a material impact on the value of financial assets and on 

the long-term performance of investments, and therefore need to be considered across all 

asset classes in order to better manage risk and generate sustainable, long term returns. Well-

managed companies with strong governance are more likely to be successful long-term 

investments.  

Border to Coast is an active owner and steward of its investments, both internally and 

externally managed, across all asset classes.  The commitment to responsible investment is 

communicated in the Border to Coast UK Stewardship Code compliance statement. As a long-

term investor and representative of asset owners, we will therefore, hold companies and asset 

managers to account regarding environmental, societal and governance factors that have the 

potential to impact corporate value. We will incorporate such factors into our investment 

analysis and decision making, enabling long-term sustainable investment performance for our 

Partner Funds. As a shareowner, Border to Coast has a responsibility for effective stewardship 

of the companies it invests in, whether directly or indirectly through mandates with fund 

managers. It will practice active ownership through voting, monitoring companies, 

engagement and litigation.  

The LGPS (Management and Investment of Funds) 2016 regulations state that the 

responsibility for stewardship, which includes shareholder voting, remains with the Partner 

Funds.  Stewardship day-to-day administration and implementation have been delegated to 

Border to Coast by the Partner Funds, on assets managed by Border to Coast, with 

appropriate monitoring and challenge to ensure this continues to be in line with Partner Fund 

requirements.  To leverage scale and for operational purposes, Border to Coast has, in 

conjunction with Partner Funds, developed this RI Policy and accompanying Corporate 

Governance & Voting Guidelines to ensure clarity of approach on behalf of Partner Funds. 

2. What is responsible investment?  

Responsible investment (RI) is the practice of incorporating ESG issues into the investment 

decision making process and practicing investment stewardship, to better manage risk and 

generate sustainable, long-term returns. Financial and ESG analysis together identify broader 
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5 

risks leading to better informed investment decisions and can improve performance as well as 

risk-adjusted returns. 

Investment stewardship includes active ownership, using voting rights, engaging with investee 

companies, influencing regulators and policy makers, and collaborating with other investors to 

improve long-term performance. 

3. Governance and Implementation  

Border to Coast takes a holistic approach to sustainability and as such it is at the core of our 

corporate and investment thinking. Sustainability, which includes RI, is considered and 

overseen by the Board and Executive Committees. Specific policies and procedures are in 

place to demonstrate the commitment to RI, which include the Responsible Investment Policy 

and Corporate Governance & Voting Guidelines.  Border to Coast has a dedicated staff 

resource for managing RI within the organisational structure. 

The RI Policy is jointly owned and created after collaboration and engagement with our twelve 

Partner Funds. The Chief Investment Officer (CIO) is accountable for implementation of the 

policy. The policy is monitored with regular reports to the CIO, Investment Committee, Board, 

Joint Committee and Partner Funds. It is reviewed at least annually or whenever revisions are 

proposed and updated as necessary.  

4. Skills and competency 

Border to Coast will, where needed, take proper advice in order to formulate and develop 

policy. The Board and staff will maintain appropriate skills in responsible investment and 

stewardship through continuing professional development; where necessary expert advice will 

be taken from suitable RI specialists to fulfil our responsibilities.  

5. Integrating RI into investment decisions 

Border to Coast will consider material ESG factors when analysing potential investments. ESG 

factors tend to be longer term in nature and can create both risks and opportunities. It is 

therefore important that, as a long-term investor, we take them into account when analysing 

potential investments. 

The factors considered are those which could cause financial and reputational risk, ultimately 

resulting in a reduction in shareholder value. ESG issues will be considered and monitored in 

relation to both internally and externally managed assets.  The CIO will be accountable for the 

integration and implementation of ESG considerations.  Issues considered include, but are not 

limited to: 

Environmental  Social  Governance  Other  

Climate change 

Resource & energy  

management  

Water stress 

  

Human rights  

Child labour  

Supply chain  

Human capital 

Employment 

standards  

Board independence/  

diversity  

Executive pay  

Tax transparency  

Auditor rotation  

Succession planning  

Shareholder rights  

Business strategy  

Risk management  

Cyber security  

Data privacy 

Bribery & corruption  

Single use plastics 

Political lobbying 
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5.1. Listed Equities (Internally managed) 

Border to Coast looks to understand and evaluate the ESG-related business risks and 

opportunities companies face. We consider the integration of ESG factors into the investment 

process as a complement to the traditional financial evaluation of assets; this results in a more 

informed investment decision-making process. Rather than being used to preclude certain 

investments, it is used to provide an additional context for stock selection. 

ESG data and research from specialist providers is used alongside general stock and sector 

research when considering portfolio construction, sector analysis and stock selection. The 

Head of RI will work with colleagues to raise awareness of ESG issues. Voting and 

engagement should not be detached from the investment process; therefore, information from 

engagement meetings will be shared with the team to increase knowledge, and portfolio 

managers will be involved in the voting process.   

5.2. Private Markets 

Border to Coast believes that ESG risk forms an integral part of the overall risk management 

framework for private market investment. An appropriate ESG strategy will improve downside 

protection and help create value in underlying portfolio companies. Border to Coast will take 

the following approach to integrating ESG into the private market investment process:  

 ESG issues will be considered as part of the due diligence process for all private market 

investments. 

 A manager’s ESG strategy will be assessed through a specific ESG questionnaire 

agreed with the Head of RI and reviewed by the alternatives investment team with 

support from the Head of RI as required.  

 Managers will be requested to report annually on the progress and outcomes of ESG 

related values and any potential risks.  

 Ongoing monitoring will include identifying any possible ESG breaches and following 

up with the managers concerned. 

5.3. Fixed Income 

ESG factors can have a material impact on the investment performance of bonds, both 

negatively and positively, at the issuer, sector and geographic levels. ESG analysis will 

therefore be incorporated into the investment process for corporate and sovereign issuers to 

manage risk. The challenges of integrating ESG in practice are greater than for equities with 

the availability of data for some markets lacking. 

The approach to engagement also differs as engagement with sovereigns is much more 

difficult than with companies. Third-party ESG data will be used along with information from 

sources including UN bodies, the World Bank and other similar organisations. This together 

with traditional credit analysis will be used to determine a bond’s credit quality. Information will 

be shared between the equity and fixed income teams regarding issues which have the 

potential to impact corporates and sovereign bond performance.   

5.4. External Manager Selection 

RI will be incorporated into the external manager appointment process including the request 

for proposal (RFP) criteria and scoring and the investment management agreements. The RFP 

will include specific reference to the integration of ESG by managers into the investment 

process and to their approach to engagement. 
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Voting is carried out by Border to Coast for both internally and externally managed equities 

where possible and we expect external managers to engage with companies in alignment with 

the Border to Coast RI policy. 

The monitoring of appointed managers will also include assessing stewardship and ESG 

integration in accordance with our policies. All external fund managers will be expected to be 

signatories or comply with international standards applicable to their geographical location.  

Managers will be required to report to Border to Coast on their RI activities quarterly.  

5.5. Climate change  

Border to Coast will actively consider how climate change, the shifting regulatory environment 

and potential macroeconomic impact will affect its investments. These pose significant 

investment risks and opportunities with the potential to impact the long-term shareholder value 

of investments across all asset classes. Climate change is a systemic risk with potential 

financial impacts associated with the transition to a low-carbon economy and physical impacts 

under different climate scenarios. Transition will affect some sectors more than others, notably 

energy, utilities and sectors highly reliant on energy. However, within sectors there are likely 

to be winners and losers which is why divesting from and excluding entire sectors may not 

always be appropriate.   

Risks and opportunities can be presented through a number of ways and include:  

 Pphysical impacts – damage to land, infrastructure and property due to extreme 

weather events, rising sea levels and flooding,  

 Ttechnological changes - technological innovations such as battery storage, energy 

efficiency, and carbon capture and storage will displace old technologies with winners 

and losers emerging 

 Rregulatory and policy impact  - financial impairment due to policy and regulation 

changes such as carbon pricing or levies, capping emissions or withdrawal of 

subsidies.  

 Ttransitional risk -   financial risk associated with the transition to a low-carbon 

economy, also known as carbon risk. It may entail extensive policy, legal, technology, 

and market changes to address mitigation and adaptation requirements related to 

climate change, creating investment opportunities as well as risks. 

 Llitigation risk - litigation is primarily aimed at companies failing to mitigate, adapt or 

disclose.  

Border to Coast will therefore look tois:  

 Assessing its portfolios in relation to climate change risk where practicable. 

 Incorporatinge climate considerations into the investment decision making process. 

 Engaginge with companies in relation to business sustainability and disclosure of 

climate risk in line with the Financial Stability Board’s Task Force on Climate-related 

Financial Disclosures (TCFD)1 recommendations. 

 Encouraginge companies to adapt their business strategy in alignment with a low 

carbon economy. 

                                                           
1 The Financial Stability Board’s Task Force on Climate-related Financial Disclosures (TCFD) - The TCFD developed 

recommendations on climate-related financial disclosures that are applicable to organisations (including asset owners) 
across sectors and jurisdictions. 
https://www.fsb-tcfd.org/publications/finalrecommendations-report/ 
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 Supporting climate related resolutions at company meetings which we consider reflect 

our RI policy. 

 Encouraginge companies to publish targets and report on steps taken to reduce 

greenhouse gas emissions. 

 Co-filinge shareholder resolutions at company AGMs on climate risk disclosure after 

due diligence, that are deemed to be institutional quality shareholder resolutions 

consistent with our RI policies. 

 Monitoring and reviewing its fund managers in relation to climate change approach and 

policies. 

 Participatinge in collective initiatives collaborating with other investors including other 

pools and groups such as LAPFF. 

 Engaginge with policy makers with regard to climate change through membership of 

the Institutional Investor Group on Climate Change (IIGCC). 

6. Stewardship 

As a shareholder Border to Coast has a responsibility for effective stewardship of the 

companies it invests in, whether directly or indirectly through mandates with fund managers. It 

will practice active ownership through voting, monitoring companies, engagement and 

litigation. As a responsible shareholder, we will are become a signatory to the UK Stewardship 

Code2 and the UN Principles of Responsible Investment3. 

 

 

6.1. Voting  

Voting rights are an asset and Border to Coast will exercise its rights carefully to promote and 

support good corporate governance principles. It will aim to vote in every market in which it 

invests where this is practicable. To leverage scale and for practical reasons, Border to Coast 

has developed a collaborative voting policy to be enacted on behalf of the Partner Funds which 

can be viewed on our website at: Corporate Governance & Voting Guidelines. Where possible 

the voting policies will also be applied to assets managed externally. Policies will be reviewed 

annually in collaboration with the Partner Funds. There may be occasions when an individual 

fund wishes Border to Coast to vote its pro rata holding contrary to an agreed policy; there is 

a process in place to facilitate this.    

 

6.1.1  Use of proxy advisors 

Border to Coast appointed Robeco as Voting and Engagement provider to implement the set 

of detailed voting guidelines and ensure votes are executed in accordance with policies. A 

specialist proxy voting advisor will be employed to provide analysis of voting and governance 

issues. A set of detailed voting guidelines will be implemented on behalf of Border to Coast by 

the proxy voting advisor to ensure that votes are executed in accordance with policies. The 

                                                           
2 The UK Stewardship Code aims to enhance the quality of engagement between investors and companies to help 

improve long-term risk-adjusted returns to shareholders. 

https://www.frc.org.uk/Our-Work/CodesStandards/Corporate-governance/UK-Stewardship-Code.aspx 
3 The Principles for Responsible Investment (PRI) is the world’s leading advocate for responsible investment enabling investors 
to publicly demonstrate commitment to responsible investment with signatories committing to supporting the six principles for 
incorporating ESG issues into investment practice. 
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voting guidelines are administered and assessed on a case-by-case basis. A degree of 

flexibility will be required when interpreting the guidelines to reflect specific company and 

meeting circumstances.   

A proxy voting platform is used with proxy voting recommendations produced for all meetings 

voted managed by Robeco as the Voting & Engagement provider. Robeco’s proxy voting 

advisor (Glass Lewis. Co) provides voting recommendations based upon Border to Coast’s 

Corporate Governance & Voting Guidelines (‘the Voting Guidelines’). A Robeco team of 

dedicated voting analysts analyse the merit of each agenda item to ensure voting 

recommendations are aligned with the Voting Guidelines. Border to Coast’s Investment Team 

receives notification of voting recommendations ahead of meetings which are assessed on a 

case-by-case basis by portfolio managers and responsible investment staff prior to votes being 

executed. A degree of flexibility will be required when interpreting the Voting Guidelines to 

reflect specific company and meeting circumstances allowing the override of voting 

recommendations from the proxy adviser.  

Robeco evaluates their proxy voting agent at least annually, on the quality of governance 

research and the alignment of customised voting recommendations and Border to Coast’s 

Voting Guidelines. This review is part of Robeco’s control framework and is externally assured. 

Border to Coast also reviews the services provided by Robeco on a regular basis.  

 

Where possible the voting policies will also be applied to assets managed externally. Policies 

will be reviewed annually in collaboration with the Partner Funds. There may be occasions 

when an individual fund wishes Border to Coast to vote its pro rata holding contrary to an 

agreed policy; there is a process in place to facilitate this.   

Border to Coast has an active stock lending programme. Where stock lending is permissible, 

lenders of stock do not generally retain any voting rights on lent stock. Procedures are in place 

to enable stock to be recalled prior to a shareholder vote. Stock will be recalled ahead of 

meetings, and lending can also be restricted, when:  

 The resolution is contentious.  

 The holding is of a size which could potentially influence the voting outcome. 

 Border to Coast needs to register its full voting interest.   

 Border to Coast has co-filed a shareholder resolution. 

 A company is seeking approval for a merger or acquisition.  

 Border to Coast deems it appropriate.  

Proxy voting in some countries requires share blocking. This requires shareholders who want 

to vote their proxies depositing their shares shortly before the date of the meeting (usually one 

week) with a designated depositary. 

 

During this blocking period, shares cannot be sold until after the meeting has taken place; the 

shares are then returned to the shareholders’ custodian bank. We may decide that being able 

to trade the stock outweighs the value of exercising the vote during this period. Where we want 

to retain the ability to trade shares, we may abstain from voting those shares. 
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Where appropriate Border to Coast will consider co-filing shareholder resolutions and will notify 

Partner Funds in advance.  Consideration will be given as to whether the proposal reflects 

Border to Coast’s Responsible Investment policy, is balanced and worded appropriately, and 

supports the long-term economic interests of shareholders.   

 

6.2. Engagement  

 

The best way to influence companies is through engagement; therefore, Border to Coast will 

not divest from companies principally on social, ethical or environmental reasons. As 

responsible investors, the approach taken will be to influence companies’ governance 

standards, environmental, human rights and other policies by constructive shareholder 

engagement and the use of voting rights. The services of specialist providers may be used 

when necessary to identify issues of concern.  Meeting and engaging with companies are an 

integral part of the investment process. As part of our stewardship duties we monitor investee 

companies on an ongoing basis and take appropriate action if investment returns are at risk. 

Engagement takes place between portfolio managers and investee companies across all 

markets where possible.  

Border to Coast has several approaches to engaging with investee holdings:.  

Meeting and engaging with companies is an integral part of the investment process. As 

part of our stewardship duties we regularly monitor investee companies and take 

appropriate action if investment returns are at risk. Engagement takes place between 

portfolio managers and investee companies across all markets where possible.  

 Border to Coast and all twelve Partner Funds are members of the Local Authority 

Pension Fund Forum (LAPFF). Engagement takes place with companies on behalf of 

members of the ForumForum across a broad range of ESG themes.  

  

 We will seek to work collaboratively with other like-minded investors and bodies in order 

to maximise Border to Coast’s influence on behalf of Partner Funds, particularly when 

deemed likely to be more effective than acting alone. This will be achieved through 

actively supporting investor RI initiatives and collaborating with various other external 

groups e.g. LAPFF, the Institutional Investors Group on Climate Change, other LGPS 

pools and other investor coalitions.  

 

 Due to the proportion of assets held in overseas markets it is imperative that Border to 

Coast is able to engage meaningfully with global companies. To enable this and 

compliment other engagement approaches, an external voting and engagement 

service provider has beenwill be appointed.  

 

 Engagement will take place with companies in the internally managed portfolios with 

portfolio managers and the Responsible Investment team engaging directly across 

various engagement streams; these will cover environmental, social, and governance 

issues as well as UN Global Compact4 breaches.  

 

                                                           
4UN Global Compact is a shared framework covering 10 principles, recognised worldwide and applicable to all industry sectors, 
based on the international conventions in the areas of human rights, labour standards, environmental stewardship and anti-
corruption. 
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 We will expect external managers to engage with investee companies and bond issuers 

as part of their mandate on our behalf and in alignment with our RI policy. 

Engagement conducted can be broadly split into two categories: engagement based on 

financially material ESG issues, or engagement based on (potential) violations of global 

standards such as the UN Global Compact.  

When engagement is based on financially material ESG issues, engagement themes and 

companies are selected in cooperation with our engagement service provider based on an 

analysis of financial materiality. Such companies are selected based on their exposure to the 

engagement topic, the size and relevance in terms of portfolio positions and related risk. 

For engagement based on potential company misconduct, cases are selected through the 

screening of news flows to identify breaches of the UN Global Compact principles or OECD 

guidelines for multinational enterprises. Both sets of principles, cover a broad variety of basic 

corporate behaviour norms around ESG topics. Portfolio holdings are screened on 1) validation 

of a potential breach, 2) the severity of the breach and 3) the degree of to which management 

can be held accountable for the issue. For all engagements, SMART engagement objectives 

are defined.  

 

In addition, internal portfolio managers and the Responsible Investment team monitor holdings 

which may lead to selecting companies where engagement may improve the investment case 

or can mitigate investment risk related to ESG issues.  

 

We will expect external managers to engage with investee companies and bond issuers as 

part of their mandate on our behalf and in alignment with our RI policy. 

We will engage with regulators, public policy makers, and other financial market participants 

as and when required. We will encourage companies to improve disclosure in relation to ESG 

and to report and disclose in line with the TCFD recommendations.   

 

 

6.2.1      Escalation  

Border to Coast believe that engagement and constructive dialogue with the companies in 
which it invests is more effective than excluding companies from the investment universe. 
However, f  engagementif engagement does not lead to the desired   escalationresult 
escalation may be necessary. A lack of responsiveness by the company can be addressed by 
conducting collaborative engagement with other institutional shareholders, registering concern 
by voting on related agenda items at shareholder meetings, attending a shareholder meeting 
in person and filing/co-filing a shareholder resolution. If the investment case has been 

fundamentally weakened, the decision may be taken to sell the company’s shares.  
   
6.3     Due Diligence and monitoring procedure  

Internal procedures and controls for stewardship activities are reviewed by Border to Coast’s 

external auditors as part of the audit assurance (AAF) control review. Robeco, as the external 
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Voting and Engagement provider is also monitored and reviewed by Border to Coast on a 

regular basis to ensure that the service level agreement is met. 

Robeco also undertakes verification of its active ownership activities.  Robeco’s external 

auditor audits active ownership controls on an annual basis; this audit is part of the annual 

International Standard for Assurance Engagements control.  

 

7. Litigation  

  

Where Border to Coast holds securities, which are subject to individual or class action 

securities litigation, we will, where appropriate, participate in such litigation. There are various 

litigation routes available dependent upon where the company is registered. We will use a 

case-by-case approach to determine whether or not to participate in a class action after having 

considered the risks and potential benefits.  We will work with industry professionals to facilitate 

this.  

8. Communication and reporting  

Border to Coast will be transparent with regard to its RI activities and will keep beneficiaries 

and stakeholders informed. This will be done by making publicly available RI and voting 

policies; publishing voting activity on our website quarterly; reporting on engagement and RI 

activities to the Partner Funds quarterly; and in our annual RI report.  

WeConsideration will also bebe given to voluntarily reporting in line with the TCFD 

recommendations.   

9. Training and assistance  

Border to Coast will offer the Partner Funds training on RI and ESG issues. Where requested, 

assistance will be given on identifying ESG risks and opportunities in order to help develop 

individual fund policies and investment principles for inclusion in the Investment Strategy 

Statements.   

10. Conflicts of interest  

Border to Coast has a suite of policies which cover any potential conflicts of interest between 

itself and the Partner Funds which are applied to identify and manage any conflicts of interest.  
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1. Introduction 

Border to Coast Pensions Partnership believes that companies operating to higher standards 

of corporate governance along with environmental and social best practice have greater 

potential to protect and enhance investment returns. As an active owner Border to Coast will 

engage with companies on environmental, social and governance (ESG) issues and exercise 

its voting rights at company meetings. When used together, voting and engagement can give 

greater results. 

An investment in a company not only brings rights but also responsibilities. The shareholders’ 

role includesis to appointing the directors and auditors and to be assured that appropriate 

governance structures are in place. Good governance is about ensuring that a company's 

policies and practices are robust and effective. It defines the extent to which a company 

operates responsibly in relation to its customers, shareholders, employees, and the wider 

community. Corporate governance goes hand-in-hand with responsible investment and 

stewardship. Border to Coast considers the UK Corporate Governance Code and other best 

practice global guidelines in formulating and delivering its policy and guidelines. 

2. Voting procedure 

These broad guidelines should be read in conjunction with the Responsible Investment Policy. 

They provide the framework within which the voting guidelines are administered and assessed 

on a case-by-case basis.  A degree of flexibility will be required when interpreting the 

guidelines to reflect specific company and meeting circumstances. Voting decisions are 

reviewed with the portfolio managers. Where there are areas of contention the decision on 

voting will ultimately be made by the Chief Investment Officer. A specialist proxy voting advisor 

is employed to ensure that votes are executed in accordance with the policy.  

Where a decision has been made not to support a resolution at a company meeting, Border 

to Coast will, where able, engage with the company prior to the vote being cast. This will 

generally be where it holds a declarable stake or is already engaging with the company. In 

some instances, attendance at AGMs may be required.  

Border to Coast discloses its voting activity on its website and to Partner Funds on a quarterly 

basis. 

We will support incumbent management wherever possible but recognise that the neglect of 

corporate governance and corporate responsibility issues could lead to reduced shareholder 

returns.  

We will vote For, Abstain or Oppose on the following basis: 

•  We will support management that acts in the long-term interests of all shareholders, where 

a resolution is aligned with these guidelines and considered to be in line with best practice. 

•  We will abstain when a resolution fails the best practice test but is not considered to be 

serious enough to vote against. 

•  We will vote against a resolution where corporate behaviour falls short of best practice or 

these guidelines, or where the directors have failed to provide sufficient information to support 

the proposal. 
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3. Voting Guidelines 

Company Boards  

The composition and effectiveness of the board is crucial to determining corporate 

performance, as it oversees the running of a company by its managers and is accountable to 

shareholders. Company behaviour has implications for shareholders and other stakeholders. 

The structure and composition of the board may vary between different countries; however, 

we believe that the following main governance criteria are valid across the globe.  

Composition and independence 

The board should have a balance of executive and non-executive directors so that no 

individual or small group of individuals can control the board’s decision making. They should 

possess a suitable range of skills, experience and knowledge to ensure the company can 

meet its objectives. Boards do not need to be of a standard size: different companies need 

different board structures and no simple model can be adopted by all companies.  

The board of large cap companies, excluding the Chair, should consist of a majority of 

independent non-executive directors although local market practices shall be taken into 

account. Controlled companies should have a majority of independent non-executive 

directors, or at least one-third independent directors on the board. As non-executive directors 

have a fiduciary duty to represent and act in the best interests of shareholders and to be 

objective and impartial when considering company matters, the boardthey must be able to 

demonstrate their independence. Non-executive directors who have been on the board for a 

significant length of time, from nine to twelve years (depending on market practice) over nine 

years have been associated with the company for long enough to be presumed to have a 

close relationship with the business or fellow directors. We aspire  for a maximum tenure of 

nine years but will reviewnot vote against a resolutions on a case-by-case basis where the 

local corporate governance code recommends a maximum tenure between nine and twelve 

years. 

The nomination process of a company should therefore ensure that potential risks are 

restricted by having the right skills mix, competencies and independence at both the 

supervisory and executive board level. It is essential for boards to achieve an appropriate 

balance between tenure and experience, whilst not compromising the overall independence 

of the board. The re-nomination of board members with longer tenures should be balanced 

out by the nomination of members able to bring fresh perspectives. It is recognised that 

excessive length of tenure can be an issue in some markets, for example the US where it is 

common to have a retirement age limit in place rather than length of tenure. In such cases it 

is of even greater importance to have a process to robustly assess the independence of long 

tenured directors.  Where it is believed an individual can make a valuable and independent 

contribution, tenure greater than nineten years will be assessed on a case-by-case basis.   

The company should, therefore, have a policy on tenure which is referenced in its annual 

report and accounts. There should also be sufficient disclosure of biographical details so that 

shareholders can make informed decisions. There are a number of factors which could affect 

independence, which includes but is not restricted to: 

 Representing a significant shareholder. 
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 Serving on the board for over nine years. 

 Having had a material business relationship with the company in the last three years. 

 Having been a former employee within the last five years. 

 Family relationships with directors, senior employees or advisors. 

 Cross directorships with other board members.   

 Having received or receiving additional remuneration from the company in addition to 

a director's fee, participating in the company's share option or performance-related pay 

schemes, or being a member of the company's pension scheme. 

 

Leadership 

The role of the Chairman (he or she) is distinct from that of other board members and should 

be seen as such.  The Chairman should be independent upon appointment and should not 

have previously been the CEO. The Chairman should also take the lead in communicating 

with shareholders and the media.  However, the Chairman should not be responsible for the 

day to day management of the business: that responsibility rests with the Chief Executive. The 

role of Chair and CEO should not be combined as different skills and experience are required. 

There should be a distinct separation of duties to ensure that no one director has unfettered 

decision making power. 

However, Border to Coast recognises that in many markets it is still common to find these 

positions combined.  Any company intending to combine these roles must justify its position 

and satisfy shareholders in advance as to how the dangers inherent in such a combination 

are to be avoided; best practice advocates a separation of the roles. A senior independent 

non-executive director should must be appointed, in-line with local corporate governance best 

practice, if roles are combined to provide shareholders and directors with a meaningful 

channel of communication, to provide a sounding board for the chair and to serve as an 

intermediary for the other directors and shareholders. Led by the senior independent director, 

the non-executive directors should meet without the chair present at least annually to appraise 

the chair’s performance. 

Non-executive Directors 

The role of non-executive directors is to challenge and scrutinise the performance of 

management in relation to company strategy and performance. To do this effectively they 

need to be independent; free from connections and situations which could impact their 

judgement. They must commit sufficient time to their role to be able to carry out their 

responsibilities.  A senior independent non-executive director should be appointed to act as 

liaison between the other non-executives, the Chairman and other directors where necessary.  

Diversity 

Board members should be recruited from as broad a range of backgrounds and experiences 

as possible. A diversity of directors will improve the representation and accountability of 

boards, bringing new dimensions to board discussions and decision making.  Companies 

should broaden the search to recruit non-executives to include open advertising and the 

process for board appointments should be transparent and formalised in a board nomination 

policy. Companies should have a diversity policy which references gender, ethnicity, age, skills 

and experience and how this is considered in the formulation of the board. The policy should 
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give insight into how diversity is being addressed not only at board level but throughout the 

company and be disclosed in the Annual Report.  

In line with the government-backed Davies report and the HamtonAlexander review wWe will 

vote against chairs of the nomination committee at FTSE350 companies where less than 30% 

of directors serving on the board are female.  We will promote the increase of female 

representation on boards globally in line with best practice in that region and will generally 

expect companies to have at least one female on the board. 

Succession planning 

We expect the board to disclose its policy on succession planning, the factors considered and 

where decision-making responsibilities lie. A succession policy should form part of the terms 

of reference for a formal nomination committee, comprised solely of independent directors and 

headed by the Chairman or Senior Independent Director except when it is appointing the 

Chairman’s successor. External advisors may also be employed.   

Directors’ availability and attendance 

It is important that directors have sufficient time to devote to the company’s affairs; therefore, 

full time executives should not hold more than one non-executive position in a FTSE 100 

company, or similar size company in other regions; nor the chairmanship of such a company. 

In the remaining instances, directors working as full-time executives should serve on a 

maximum of two publicly listed company boards.   

With regard to non-executive directors, there can be no hard and fast rule on the number of 

positions that are acceptable: much depends upon the nature of the post and the capabilities 

of the individual. Shareholders need to be assured that no individual director has taken on too 

many positions. Full disclosure should be made in the annual report of directors’ other 

commitments and attendance records at formal board and committee meetings. A director 

should attend a minimum of 75% of applicable board and committee meetings to ensure 

commitment to responsibilities at board level.    

Re-election 

For a board to be successful it needs to ensure that it is suitably diverse with a range of skills, 

experience and knowledge. There is a requirement for non-executive directors to be 

independent to appropriately challenge management. To achieve this, boards need to be 

regularly refreshed to deal with the issues of stagnant skill sets, lack of diversity and excessive 

tenure; therefore, all directors should be subject to re-election annually, or in-line with local 

best practice.  

Board evaluation 

A requisite of good governance is that boards have effective processes in place to evaluate 

their performance and appraise directors at least once a year. The annual evaluation should 

consider its composition, diversity and how effectively members work together to achieve 

objectives. The board should disclose the process for evaluation and, as far as reasonably 

possible, any material issues of relevance arising from the conclusions and any action taken 

as a consequence.  Individual director evaluation should demonstrate the effective 
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contribution of each director. An internal evaluation should take place annually with an external 

evaluation required at least every three years.  

Stakeholder engagement 

Companies should take into account the interests of and feedback from stakeholders which 

includes the workforce. Taking into account the differences in best practice across markets, 

companies should have an appropriate system in place to engage with employees. 

Engagement and dialogue with shareholders on a regular basis isare key for companies; being 

a way to discuss governance, strategy, and other significant issues. 

Directors’ remuneration 

Shareholders at UK companies have two votes in relation to pay; the annual advisory vote on 

remuneration implementation which is non-binding, and the triennial vote on forward-looking 

pay policy which is binding. If a company does not receive a majority of shareholder support 

for the pay policy, it is required to table a resolution with a revised policy at the next annual 

meeting.  

It must be noted that remuneration structures are varied, with not one model being suitable for 

all companies; however, there are concerns over excessive remuneration and the overall 

quantum of pay. Research shows that the link between executive pay and company 

performance is negligible.  Excessive rewards for poor performance are not in the best 

interests of a company or its shareholders. Remuneration levels should be sufficient to attract, 

motivate and retain quality management but should not be excessive compared to salary 

levels within the organisation and with peer group companies. There is a clear conflict of 

interest when directors set their own remuneration in terms of their duty to the company, 

accountability to shareholders and their own self-interest. It is therefore essential that the 

remuneration committee is comprised solely of non-executive directors and complies with the 

market independence requirement.  

Remuneration has serious implications for corporate performance in terms of providing the 

right incentives to senior management, in setting performance targets, and its effect on the 

morale and motivation of employees. Corporate reputation is also at risk. Remuneration policy 

should be sensitive to pay and employee conditions elsewhere in the company, especially 

when determining annual salary increases.  

Where companies are potentially subject to high levels of environmental and societal risk as 

part of its business, the remuneration committee should also consider linking relevant metrics 

and targets to remuneration to focus management on these issues.  

The compensation provided to non-executive directors should reflect the role and 

responsibility. It should be structured in a manner that does not compromise independence, 

enhancing objectivity and alignment with shareholders’ interests. Non-executive directors 

should, therefore, not be granted performance-based pay. Although we would not expect 

participation in Long-term Incentive Plans (LTIPs), we are conscious that in some exceptional 

instances Non-executives may be awarded stock, however the proportion of pay granted in 

stock should be minimal to avoid conflicts of interest.  
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To ensure accountability there should be a full and transparent disclosure of directors’ 

remuneration with the policy published in the annual report and accounts. The valuation of 

benefits received during the year, including share options, other conditional awards and 

pension benefits, should be provided. Companies should also be transparent about the ratio 

of their CEO’s pay compared to the median, lower and upper quartiles of their employees. 

• Annual bonus 

Bonuses should reflect individual and corporate performance targets which are sufficiently 

challenging, ambitious and linked to delivering the strategy of the business and performance 

over the longer-term. Bonuses should be set at an appropriate level of base salary and should 

be capped. Provisions should be in place to reduce or forfeit the annual bonus where the 

company has experienced a significant negative event.  

• Long-term incentives 

Remuneration policies have over time become more and more complex making them difficult 

for shareholders to adequately assess. Border to Coast therefore encourages companies to 

simplify remuneration policies.  

Performance-related remuneration schemes should be created in such a way to reward 

performance that has made a significant contribution to shareholder value. The introduction of 

incentive schemes to all employees within a firm is encouraged and supported as this helps 

all employees understand the concept of shareholder value. However, poorly structured 

schemes can result in senior management receiving unmerited rewards for substandard 

performance. This is unacceptable and could adversely affect the motivation of other 

employees.  

Incentives are linked to performance over the longer-term in order to create shareholder value. 

If restricted stock units are awarded under the plan, the vesting period should be at least three 

years to ensure that the interests of both management and shareholders are aligned in the 

long-term. Employee incentive plans should include both financial and non-financial metrics 

and targets that are sufficiently ambitious and challenging. Remuneration should be 

specifically linked to stated business objectives and performance indicators should be fully 

disclosed in the annual report.  

The performance basis of all such incentive schemes under which benefits are potentially 

payable should be clearly set out each year, together with the actual performance achieved 

against the same targets. We expect clawback or malus provisions to be in place for all 

components of variable compensation. We encourage Executive Directors to build a 

significant shareholding in the company to ensure alignment with the objectives of 

shareholders. These shares should be held for at least two years post exit. 

Directors’ contracts 

Directors’ service contracts are also a fundamental part of corporate governance 

considerations.  Therefore, all executive directors are expected to have contracts that are 

based upon no more than twelve months’ salary. Retirement benefit policies of directors 

should not be excessive, and no element of variable pay should be pensionable. The main 

terms of the directors’ contracts including notice periods on both sides, and any loans or third-
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party contractual arrangements such as the provision of housing or removal expenses, should 

be declared within the annual report. Termination benefits should be aligned with market best 

practice. 

 

Corporate reporting  

Companies are expected to report regularly to shareholders in an integrated manner that 

allows them to understand the company’s strategic objectives. Companies should be as 

transparent as possible in disclosures within the Report and Accounts. As well as reporting 

financial performance, business strategy and the key risks facing the business, companies 

should provide additional information on ESG issues that also reflect the directors’ stewardship 

of the company.  These could include, for example, information on a company’s human capital 

management policies, its charitable and community initiatives and on its impact on the 

environment in which it operates.   

Every annual report (other than those for investment trusts) should include an environmental 

section, which identifies key quantitative data relating to energy and water consumption, 

emissions and waste etc., explains any contentious issues and outlines reporting and 

evaluation criteria.  It is important that the risk areas reported upon should not be limited to 

financial risks. We will encourage companies to report and disclose in line with the Financial 

Stability Board’s Task Force on Climate-related Financial Disclosures (TCFD) 

recommendations, and the Workforce Disclosure Initiative in relation to human capital 

reporting.  

Audit 

The audit process must be objective, rigorous and independent if it is to provide assurance to 

users of accounts and maintain the confidence of the capital markets. To ensure that the audit 

committee can fulfil its fiduciary role, it should be established as an appropriate committee 

composition with at least three members who are all independent non-executive directors and 

have at least one director with a relevant audit or financial background. Any material links 

between the audit firm and the client need to be highlighted, with the audit committee report 

being the most appropriate place for such disclosures. Audited financial statements should be 

published in a timely manner ahead of votes being cast at annual general meetings.  

FTSE 350 companies should tender the external audit contract at least every ten years. 

Reappointment of the same firm with rotation of the audit partner, will not be considered as 

sufficient. If an auditor has been in place for more than ten fiscal years, their appointment will 

not be supported. For the wider market, the external audit contract should be put out to tender 

at least every ten years. Where an auditor has resigned, an explanation should be given. If 

the accounts have been qualified or there has been non-compliance with legal or regulatory 

requirements, this should be drawn to shareholders’ attention in the main body of the annual 

report. If the appropriate disclosures are not made, the re-appointment of the audit firm will 

not be supported. 
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Non-Audit Fees 

There is concern over the potential conflict of interest between audit and non-audit work when 

conducted by the same firm for a client.  Companies must therefore make a full disclosure 

where such a conflict arises.  There can be legitimate reasons for employing the same firm to 

do both types of work, but these need to be identified. As a rule, the re-appointment of auditors 

will not be supported where non-audit fees are considerably in excess of audit fees in the year 

under review, and on a three-year aggregate basis, unless sufficient explanation is given in 

the accounts. 

 

Political donations 

There are concerns over the reputational risks and democratic implications of companies 

becoming involved in funding political processes, both at home and abroad. Companies 

should disclose all political donations, demonstrate where they intend to spend the money and 

that it is the interest of the company and shareholders. Where these conditions are not met, 

or there is insufficient disclosure that the money is not being used for political party donations, 

political donations will be opposed.  

 

Lobbying 

A company should be transparent and publicly disclose direct lobbying, and any indirect 

lobbying through its membership of trade associations. We will assess shareholder proposals 

regarding lobbying on a case-by-case basis; however, we will generally support resolutions 

requesting greater disclosure of trade association and industry body memberships, any 

payments and contributions made, and requiring alignment of company and trade association 

values.  

Shareholder rights 

As a shareowner, Border to Coast is entitled to certain shareholder rights in the companies in 

which it invests (Companies Act 2006). Boards are expected to protect such ownership rights. 

•  Dividends 

Shareholders should have the chance to approve a company’s dividend policy and this is 

considered best practice. The resolution should be separate from the resolution to receive the 

report and accounts. Failure to seek approval would elicit opposition to other resolutions as 

appropriate. 

•  Voting rights 

Voting at company meetings is the main way in which shareholders can influence a company’s 

governance arrangements and its behaviour. Shareholders should have voting rights in equal 

proportion to their economic interest in a company (one share, one vote). Dual share 

structures which have differential voting rights are disadvantageous to many shareholders and 

should be abolished. We will not support measures or proposals which will dilute or restrict 

our rights. 
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•  Authority to issue shares 

Companies have the right to issue new shares in order to raise capital but are required by law 

to seek shareholders’ authority. Such issuances should be limited to what is necessary to 

sustain the company and not be in excess of relevant market norms.  

• Disapplication of Pre-emption Rights 

Border to Coast supports the pre-emption rights principle and considers it acceptable that 

directors have authority to allot shares on this basis.  Resolutions seeking the authority to 

issue shares with and without pre-emption rights should be separate and should specify the 

amounts involved, the time periods covered and whether there is any intention to utilise the 

authority. 

Share Repurchases 

Border to Coast does not necessarily oppose a company re-purchasing its own shares but it 

recognises the effect such buy backs might have on incentive schemes where earnings per 

share measures are a condition of the scheme. The impact of such measures should be 

reported on. It is important that the directors provide a full justification to demonstrate that a 

share repurchase is the best use of company resources, including setting out the criteria for 

calculating the buyback price to ensure that it benefits long-term shareholders.  

Memorandum and Articles of Association 

Proposals to change a company’s memorandum and articles of association should be 

supported if they are in the interests of Border to Coast, presented as separate resolutions for 

each change, and the reasons for each change provided. 

Mergers and acquisitions 

Border to Coast will normally support management if the terms of the deal will create rather 

than destroy shareholder value and makes sense strategically. Each individual case will be 

considered on its merits.  Seldom will compliance with corporate governance best practice be 

the sole determinant when evaluating the merits of merger and acquisition activity, but full 

information must be provided to shareholders on governance issues when they are asked to 

approve such transactions.  Recommendations regarding takeovers should be approved by 

the full board. 

Articles of Association and adopting the report and accounts 

It is unlikely that Border to Coast will oppose a vote to adopt the report and accounts simply 

because it objects to them per se; however, there may be occasions when we might vote 

against them to lodge dissatisfaction with other points raised within this policy statement.  

Although it is a blunt tool to use, it can be an effective one especially if the appropriate Chair 

or senior director is not standing for election.  

If proposals to adopt new articles or amend existing articles might result in shareholders’ 

interests being adversely affected, we will oppose the changes.  
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Virtual Shareholder General Meetings 

Many companies are considering using electronic means to reach a greater number of their 

shareholders. An example of this is via a virtual annual general meeting of shareholders where 

a meeting takes place exclusively using online technology, without a corresponding in-person 

meeting. There are some advantages to virtual only meetings as they can increase 

shareholder accessibility and participation; however, they can also remove the one opportunity 

shareholders have to meet face to face with the Board to ensure they are held to account. We 

would expect an electronic meeting to be held in tandem with a physical meeting. Any 

amendment to a company’s Articles to allow virtual only meetings will not be supported.  

 

 

 

Shareholder Proposals 

We will assess shareholder proposals on a case by case basis. Consideration will be given as 

to whether the proposal reflects Border to Coast’s Responsible Investment policy, is balanced 

and worded appropriately, and supports the long-term economic interests of shareholders.   

Investment trusts 

Border to Coast acknowledges that issues faced by the boards of investment companies are 

often different to those of other listed companies. The same corporate governance guidelines 

do not necessarily apply to them; for example, investment companies can operate with smaller 

boards.  However, the conventions applying to audit, board composition and director 

independence do apply.  

The election of any representative of an incumbent investment manager onto the board of a 

trust managed or advised by that manager will not be supported.  Independence of the board 

from the investment manager is key, therefore management contracts should not exceed one 

year and should be reviewed every year. In broad terms, the same requirements for 

independence, diversity and competence apply to boards of investment trusts as they do to 

any other quoted companies. 

We may oppose the adoption of the report and accounts of an investment trust where there is 

no commitment that the trust exercises its own votes, and there is no explanation of the voting 

policy. 
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CUMBRIA LGPS LOCAL PENSION BOARD

Meeting date: 17th January 2020

From: Director of Finance (Section 151 Officer)

CUMBRIA LGPS DATA REVIEW & DATA IMPROVEMENT 
PLAN

1.0 EXECUTIVE SUMMARY

1.1 The role of the Board is to assist the Administering Authority in all 
aspects of the governance and administration of the Local Government 
Pension Scheme (LGPS).

1.2 Whilst it is considered that the Fund’s data is of a good standard, 
maintaining a data improvement plan and continually striving to 
improve data quality is considered to be good practice.

1.3 Retaining good quality data within the Fund is paramount to ensuring 
effective governance and administration of members’ pension records.  
The Fund maintains a data improvement plan to further improve the 
quality of data across the Fund. Progress on delivering against this 
plan has regularly been reported to both the Pensions Committee and 
Local Pension Board. 

1.4 In June 2019, the Pension Committee requested that the Cumbria Local 
Pension Board monitors future progress against the data quality 
improvement plan and actions taken to improve data quality across the 
Fund.

1.5 This report provides an update to the Board on the actions being taken 
to improve data quality within the Fund. The report concludes that 
good progress is being made with the actions detailed in the data 
improvement plan.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 Robust governance arrangements, including measures to ensure the 
Fund holds good quality data, help to ensure good management of the 
Fund ensuring member benefits are paid correctly and on time and 
help to contribute to investment performance. 
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2.2 The Council’s vision is to be “A Council that works with residents, 
businesses, communities and other organisations to deliver the best 
services possible within the available resources”. As part of the 
approach to delivering this vision the Council aims to “Put customers 
at the heart of everything we do”.

2.3 Maintaining accurate and up to date data is a legal requirement through 
the General Data Protection Regulations (GDPR). Additionally, in 
putting customers at the heart of everything we do, the Fund should 
strive to ensure that information held on members of the scheme is 
accurate and complete to ensure that pension payments can be made 
when they become due.

2.4 There are no specific equality implications arising out of the 
recommendations of this report.

3.0 RECOMMENDATIONS

The Board is recommended to:-

3.1 Note progress with improving data quality across the Fund. 

4.0 BACKGROUND

4.1 The Pension Regulator’s Code of Practice 14 detailing the governance and 
administration of public sector pension schemes notes under section 138 
that “Schemes should continually review their data and carry out a data 
review exercise at least annually. This should include an assessment of the 
accuracy and completeness of the member information held”. 

4.2 Additionally the Regulator notes that good data quality is required to ensure 
effective and efficient governance and administration within the Fund.

4.3 The Fund complies with this requirement by undertaking an annual review of 
the accuracy and completeness of member information. In addition, the 
Fund has embedded data improvement into ongoing “business as usual” 
and has a Data Improvement Plan capturing ongoing activities to further 
improve data quality.

4.4 In June 2019, the Pensions Committee requested that the Cumbria LGPS 
Local Pension Board monitor future progress against the data quality 
improvement plan and actions taken to improve data quality across the 
Fund. To facilitate the Board in undertaking this work the Data Quality 
Improvement Plan, set out at appendix 1, details progress made in relation 
to improving data quality to 30th November 2019.  

4.5 This report provides an update to the Board on progress against the actions 
within the Data Improvement Plan. 
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Pending Leavers:

4.6 Since September 2018, the Board have been updated on progress to reduce 
the number of pending leavers within the Fund. At that date, the Fund had 
3,562 members who were not actively contributing into the Fund but were 
still classified as active members. These ‘pending leaver’ records indicate 
that the member has become a deferred or pensioner member or has 
deceased but their record has yet to be fully updated.

4.7 Whilst there will always be a number of members who are classified as a 
pending leaver due to the time taken to process the information, the level of 
pending leavers was considered to be high. Where the Fund has incomplete 
information such that it cannot fully process a leaver into a deferred, 
deceased or pensioner record, the Actuary may be required to estimate the 
missing information. In this instance the Actuary can be expected to take a 
prudent view and this may have a negative effect on the valuation (i.e. 
increase the liability figure) and therefore result in an increase to the 
employer contributions calculated at the next valuation. It is therefore in the 
interest of both the Fund and the Fund’s employers to seek to minimise the 
number of pending leavers within the Fund.

4.8 To attempt to reduce the number of pending leavers within the Fund, all 
employers with pending leavers are contacted on a regular basis and are 
requested to undertake work to clarify the position of the scheme members 
and, where appropriate, submit leaver forms to YPS.

4.9 During the quarter, the Fund has continued to encourage scheme employers 
to process leaver returns in a timely way giving particular attention to those 
employers with the greater number of outstanding forms. The Fund’s largest 
payroll provider (excluding payroll services within Cumbria County Council) 
has made considerable progress in resolving the number of pending leavers 
for their employers. This action has contributed to the number of pending 
leavers reducing from 2,196 to 1,757 during the quarter.

4.10 In addition to this, the Fund has agreed with YPS to an additional approach 
to reduce the number of pending leavers by focussing on those scheme 
members who joined the scheme after 1st April 2014 (i.e. after the 
implementation of the CARE scheme) and have only one member record in 
the scheme. Less information is required to process these scheme members 
and completion of leaver forms may not be required in all cases.  The Board 
will be updated at future meetings of progress with this approach.

National Fraud Initiative:

4.11 The National Fraud Initiative (NFI) is a compulsory exercise carried out 
every two years that matches electronic data within and between public and 
private sector bodies to prevent and detect fraud. These bodies include the 
Department for Work and Pensions (DWP) police authorities, local probation 
boards, fire and rescue authorities as well as local councils and a number of 
private sector bodies. By using data matching/analytics to compare different 
datasets across these organisations, the NFI is able to identify potentially 
fraudulent claims and overpayments. In addition to the mandatory 

91



requirement for completing this exercise every 2 years, Cumbria Pension 
Fund undertakes a similar exercise every 6 months.

4.12 It is important to note that a match does not automatically mean a fraud has 
been committed. There may be an explanation for a data match that prompts 
the Fund to update its records and/or improve its systems.

4.13 In the latest return from the NFI (received 31/07/2019), 20 new cases of 
overpayment were identified. The Fund has now processed all of these 
amounting to £8,434. The next return is due from the NFI in January 2020.

4.14 Whilst the Fund will not tolerate any fraudulent activity, it is recognised that 
overpayments may have been made in error and to vulnerable older people. 
Officers will treat these cases compassionately whilst still aiming to protect 
the assets of the Fund.

Member Tracing

4.15 As the Pension Board have previously been advised, the Fund has 
commissioned Target Professional Services Ltd (“Target”), a data tracing 
agency, to attempt to verify the correct address of all deferred members and 
any active members and pensioners that are known to have an inaccurate 
address.

4.16 After accounting for duplicate addresses (e.g. scheme members with two or 
more records) a total of 19,370 addresses were sent to Target for 
verification. Whilst this exercise is still on-going, the Fund has currently 
ensured that it has the correct address for almost 82% of its deferred 
membership. Work is now being undertaken to focus on the remaining 3,506 
members with a range of options open to Fund for each record, including:

 Undertaking a DWP review (a different route to Target);

 Requesting Target to undertake a more detailed investigation to trace 
the members; or 

 Taking no action.

4.17 There are a range of factors that will determine what course of action is 
taken for each individual record including, the age of the member, where 
they live (i.e. inside or outside of the UK) and the value of benefits accrued.

4.18 The first cohort of this group to be reviewed has been those members aged 
over 53, believed to be living in the UK and who have not recently contacted 
YPS. Details of the 488 members fulfilling these criteria have been sent to 
the DWP to aim to identify their correct address, through an established 
tracing service within the DWP. Addressing this cohort will mitigate the risk 
that the Fund is unable to contact members as they approach the age from 
which they can draw a pension. It will also ensure that the Fund can 
continue to ensure that the address held is valid until the date at which the 
scheme member requests to be put into pension. As scheme members are 
now able to request that their pension benefits are paid with actuarial 
reduction from age 55, this exercise may also assist them in exercising this 
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option where relevant. The Board will be updated on the success of this 
approach at future meetings.

Frozen Refunds:

4.19 As at 31st March 2019, the Fund had 25,202 deferred member records. This 
included 2,325 scheme members who are defined as having “frozen 
refunds”. 

4.20 To be entitled to a pension from the Fund, a scheme member must be in the 
Fund for a specified minimum period of time referred to as the vesting 
period. Under the current regulations the vesting period is two years of 
membership within the Fund. Where a scheme member leaves the Fund 
inside the vesting period (i.e. currently with less than two years’ service), 
they become classified as having a “frozen refund” and are not entitled to 
draw a pension from the Fund. 

4.21 Scheme members with a frozen refund have options depending upon when 
they left the scheme. Scheme members with a frozen refund who left the 
Fund less than 5 years ago, can either opt to have their contributions 
refunded to them as a cash lump sum or may elect to transfer to an 
alternative pension fund within 3 months of being contacted regarding their 
frozen refund and given these options.

4.22 Where a scheme member with a frozen refund left the scheme more than 5 
years ago, the only option is to have their contributions refunded to them as 
a cash lump sum.

4.23 The Fund currently has 2,382 scheme members with frozen refunds totalling 
£0.555m. These scheme members will have been advised of their rights at 
the date at which they left the Fund, but it would be good practice to remind 
scheme members of their entitlements and, where the five year time limit 
has been exceeded, the Fund should aim to refund pensions contributions to 
the scheme member.

4.24 Previously the Board have been advised that the Fund will initially prioritise 
those scheme members with contributions exceeding £500. This equates to 
303 scheme members with frozen refunds totalling £0.326m.

4.25 Since the last Board meeting, Officers have identified that previous 
correspondence with some scheme members did not include details of the 
three month limit on claiming a transfer to another pension fund. The Fund is 
exploring with YPS how this can be appropriately addressed and has placed 
on hold the process of advising members of their entitlement until this is 
resolved.

General Data Protection Regulation (GDPR):

4.26 The Fund considers itself to be compliant with GDPR regulations however it 
is recognised that compliance is an ongoing duty and the Fund is not 
complacent as to its obligations to continue to adhere to this legislation.

4.27 All personal data held by the Fund is treated in the strictest confidence. 
Where there is a breach of data, this is reported to the Information 
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Governance & Risk Manager of the County Council (as the Administering 
Authority of the Fund). Where a breach is considered to be materially 
significant such breaches would be reported to the Information 
Commissioners Office and the Pensions Regulator. No such breaches have 
occurred in the past quarter.

4.28 A specific update on GDPR will be provided in the Data Security 
presentations later in today’s Board meeting.

5.0 OPTIONS

5.1 The Local Pension Board may note the actions that have been taken to 
review data quality within the Fund and the future work as detailed in the 
data improvement plan. 

5.2 Alternatively the Board may propose alternative or additional areas of work 
to be considered that may improve the quality of data held by the Fund. 

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 Improved governance aids the Fund in running efficiently and effectively, 
controlling costs and helps to achieve its actuarially defined investment 
returns. 

6.2 The quality of data held by the Fund can affect the funding level for 
individual employers which has a direct impact on employers’ contribution 
rates. The Board has overseen work undertaken to improve data quality 
across the Fund and therefore potentially reduce the employer contribution 
rates in the 2019 valuation. These contribution rates will impact on 
employers’ revenue budgets from 2020 to 2023.

7.0 LEGAL IMPLICATIONS 

7.1 There are no direct legal implications arising from the report. The information 
contained within the report is for the Board’s information. The Board’s 
function is to assist the Administering Authority in all aspects of the 
governance and administration of the LGPS.

8.0 CONCLUSION

8.1 The Local Pension Board remit is oversight of the governance of the Fund 
especially in the area of pensions’ administration. Data quality is important to 
the Fund as, as well as being a requirement of the Pensions Regulator, it 
impacts on member experience, may affect the employer contributions at the 
next valuation and can influence the reputation of the Fund.

8.2 Good progress has continued to be made in improving data throughout the 
previous quarter. 
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Julie Crellin
Director of Finance (s.151 Officer)
17th January 2020

APPENDICES

Appendix 1 - Data Quality Improvement Plan

Electoral Division(s): All

Executive Decision No*

Key Decision No*

If a Key Decision, is the proposal published in the current Forward Plan? N/A*

Is the decision exempt from call-in on grounds of urgency? No*

N/A*If exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

No*Has this matter been considered by Overview and Scrutiny?
If so, give details below.

N/A*Has an environmental or sustainability impact assessment been 
undertaken?

No*Has an equality impact assessment been undertaken?

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

None

REPORT AUTHORS

Contact:
Pete George, Group Finance Manager – Pensions, Investments & Insurance
Finance Directorate
01228 226311
peter.george@cumbria.gov.uk
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Data Quality Improvement Plan
Updated at December 2019

Pending Leavers
Review pending leavers to assess those employers / payroll providers with the largest proportion of outstanding and historic cases. 
Target relevant training and support to these employers.

Pending leavers may be an indicator of incomplete or missing data within the Fund. Incomplete data pertaining to pending leavers may 
have a direct impact on required employer contribution rates following the next valuation.

Number of Pending Leavers: Pending Leavers as per October 2019 Board report

plus: New Pending Leavers during the quarter

less: Resolved Pending Leavers during the quarter

Pending Leavers at 30th November 2019

2,196
   
+ 289

-  728

1,757

Action taken during previous quarter:
 Continual support provided to targeted range of employers to encourage return of individual leaver forms (and thereby reduce the 

number of pending leavers).
 Agreement with YPS that individual leaver forms are not required for scheme members joining the Fund after 1st April 2014 (where 

the scheme member only has one member record).

Action planned for next quarter:
 Target those pending leavers who joined the Fund after 1st April 2014 with only one member record. 
 Continue targeting employers for support and training.

National Fraud Initiative (NFI)
The NFI exercise will identify any records held by the Fund that do not reconcile with data held by other public sector organisations. This 
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may be an indicator that the Fund has not been informed of a death and therefore payments may continue to be made in error or a re-
employed pensioner where abatement could apply.

A reconciliation to the NFI dataset is completed every 6 months with the results being investigated once the results have been received. 
All cases of overpayment aimed to be resolved in 6 months.

NFI Cases: July 2019: 20 cases of 
overpayment identified - 13 
processed to date. 

December 2019:   All cases of 
overpayment processed.

Target:   All cases of 
overpayment to be processed 
within 6 months.

Action taken in previous quarter:

 Concluded review of cases from the return received in July 2019.

Action planned for next quarter:

 Next NFI return expected in January 2020.

Address Verification:

The Fund has commissioned Target Professional Services to attempt to verify the addresses for all deferred members and any other 
scheme member identified as having an incorrect or incomplete address on file. 

It is important for the Fund to retain correct addresses for its members to ensure that they are aware of their benefit entitlements and to 
ensure that pensions can be paid when they become due.

Scheme Members without a 
verified address:

August 2019:   3506 members 
with an unverified address.

November 2019:   3506 
members with an unverified 
address.

Target:   All remaining cases 
will be reviewed to assess the 
extent to which any further 
tracing will be undertaken.
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Action taken in previous quarters:
 Where a high likelihood of a new address has been identified, scheme members have been sent a letter requesting them to 

contact Target if the new address is not correct.
 Where there was a lower likelihood of a new address being identified, scheme members have been sent up to two letters 

requesting them to contact Target to verify their new address.
 Where scheme members did not contact Target, a further letter has been sent detailing their former employer and role.

Action planned for next quarter:
 Submit the 488 scheme members over the age of 53 where their address has yet to be verified to the DWP for address tracing.

Frozen Refunds
Frozen Refunds arise where a scheme member leaves the Fund with less than two years of service. These individuals are not entitled to 
draw a pension but can either claim their contributions or transfer to an alternative pension scheme.

The Fund is aiming to review the cohort of Frozen Refunds prioritising those scheme members with a contribution value exceeding £500.

Number of Frozen Refunds: 31/8/2019:   2325 scheme 
members including 303 with a 
value exceeding £500

30/11/2019:   2325 scheme 
members including 303 with a 
value exceeding £500

Target:   to write to all 303 
scheme members with frozen 
refund value exceeding £500.

Action taken during previous quarter:
 This review has not yet commenced.
 The review will commence after a conclusion to the address verification exercise to ensure that scheme members are contacted 

at a valid address. 

Action planned for next  quarter:
 Fund and YPS to consider how to notify scheme members who have not been notified of the 3 month limit on claiming a transfer 

to another pension fund. 
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CUMBRIA LGPS LOCAL PENSION BOARD

Meeting date: 17th January 2020

From: Julie Crellin, Director of Finance (S151 Officer)

THE PENSIONS REGULATOR’S COHORT REVIEW OF THE 
LGPS

1.0 EXECUTIVE SUMMARY

1.1 From late 2018 through to the summer of 2019, the Pensions Regulator 
conducted a cohort review of the Local Government Pension Scheme 
(LGPS). To inform this review, the Regulator selected ten LGPS Funds, 
including Cumbria, to interview and explore how pensions 
administration and governance arrangements were managed within the 
Funds.

1.2 The review highlighted no areas of specific concern associated with 
the Cumbria Fund however, it did suggest a number of areas for 
improvement. An action plan detailing these areas for improvements 
was developed and presented to both the Pensions Committee and 
Local Pension Board (“the Board”). An update on the progress against 
this plan is presented as an Appendix to this report.

1.3 In June 2019, the Pensions Committee requested that the Board 
monitor progress against the action plan as part of its work plan.  This 
report provides details of the areas for improvement identified and how 
these have been progressed to date.

1.4 Of the areas identified requiring improvement, there is only one area 
not yet fully actioned.  This relates to the standardisation with Local 
Pensions Partnership (LPP) for the definition of a complaint. There is a 
plan in place to complete this after LPP have completed their own 
internal review (expected in early 2020).  

1.5 As such, the actions are materially complete and it is therefore 
recommended that the Board report to the Committee that all areas for 
improvement identified in the Pension Regulator’s review of the 
Cumbria Pension Fund have been appropriately actioned.
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2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The vision of the Council as set out within the Council Plan 2018-2022 
is for “a Council that works with residents, businesses, communities 
and other organisations to deliver the best services possible within the 
available resources”. Included within the Council’s approach to 
delivering on this vision is “to put customers at the heart of everything 
we do”. 

2.2 An action plan was developed to address the suggested improvements 
from the Pensions Regulator to administration arrangements and 
governance within the Fund. Implementing this plan has improved the 
administration service provided to scheme members and ensured that 
governance of the Fund is further enhanced.

2.3 There are no specific equality implications arising out of the 
recommendations of this report.

3.0 RECOMMENDATION

The Board is recommended to:

3.1 Note the action plan addressing suggested areas of improvement from 
the Pensions Regulator.

3.2 Report to the Pensions Committee that all recommended areas for 
improvement identified by the Pension Regulator’s review of the 
Cumbria Pension Fund have been completed.

4.0 BACKGROUND

4.1 As previously advised to the Board, the Pensions Regulator undertook a 
cohort review of the LGPS between autumn 2018 and summer 2019. 
Cumbria Pension Fund was included within this review with a series of five 
meetings between October 2018 and March 2019 to consider the 
governance and administration arrangements within the Fund.

4.2 Following these meetings, the Regulator provided feedback to the Fund. 
This feedback has been generally positive identifying a number of areas of 
good practice and noting no areas of specific concern. The feedback also 
included some suggestions for improvements to current practice, however 
many of these had already been identified by the Fund, e.g. through its 
review of compliance with the Code of Practice 14 as advised to the Board in 
January 2019. Furthermore the Regulator has noted verbally to Officers that 
none of the suggested areas for improvement have caused concern to the 
Regulator and consequently no further action is expected to be taken by the 
Regulator to assess how the Fund has addressed these areas.

4.3 A Feedback Response and Action Plan has been developed addressing the 
suggested areas for improvement from the Regulator. This is presented as 
Appendix 1 to this report.
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4.4 On 19th September, the Regulator published its report entitled “Governance 
and administration risks in public service pension schemes: an engagement 
report” setting out the findings from the review. Whilst the Regulator’s report 
makes a number of recommendations, these are either already in place 
within the Cumbria Fund or have been included within the suggested areas 
for improvement from the Regulator as part of the cohort review meetings 
and therefore included within the Fund’s action plan.

4.5 Consequently, following a review of the Pension Regulator’s report no 
additional items have been added to the Feedback Response and Action 
Plan. 

4.6 As per the plan at Appendix 1, the following suggested areas for 
improvement have now been fully actioned:-

o Record keeping – data quality
o Record Keeping – tracing members
o Scheme administrator risk
o Member communications
o Internal controls
o Breach of law reporting
o Employer risk
o Pensions administration policy
o Maintaining contributions
o Affordability
o Local Pension Board
o Conflicts of interest
o Cyber security
o Scam Activity

Scam Activity

4.7 The Regulator was encouraged by the use of member communications to 
ensure that awareness of scams is increased within the membership, in 
particular the use of pension newsletters to educate and inform members on 
the dangers of scams. Additionally the Regulator noted the additional efforts 
taken within the Fund to verify the validity of someone claiming to be acting 
on behalf of a scheme member.

4.8 Whilst the Regulator did cite good practice in this area, it was noted that the 
Fund may wish to review the process around transfer requests and the 
verification that all information sources are used when deciding if the 
receiving scheme is legitimate. 

4.9 Officers explained to the Regulator that, following media coverage of a 
recent fraud case experienced by a London Borough Pension Fund, a 
review of the Fund’s internal controls had been undertaken. The Regulator 
stated that they believed this to be a positive reaction and a good example of 
keeping fraud controls up to date.
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Action Taken:

4.10 In addition to the actions already taken as detailed above, the Fund has 
explored with YPS how best to improve its approach to warning members 
seeking to transfer their LGPS pension to another pension scheme or to 
access their pension before the age of 55 about scams. Further information 
will be provided to the Board in the data security presentations later on 
today’s agenda.

Internal Dispute Resolution Process

4.11 The Regulator was encouraged to see that there is a documented Internal 
Dispute Resolution Policy (IDRP) in place and that there was evidence to 
show that the process was being followed. It was, however, noted that there 
is no formal definition of what constitutes a complaint.

Action to be Taken:

4.12 Local Pensions Partnership (LPP) are currently reviewing their own 
complaints process and this will include a review of the definition of a 
complaint. This is expected to be available in early 2020.

4.13 The Fund will review wording from LPP as to what constitutes a complaint, 
and consider adopting if in agreement. This will be published on the Fund’s 
website when available and reported to the Board.  It is anticipated that this 
definition will help avoid ambiguity for scheme members regarding what will 
be considered via the complaints process and what will be considered 
through the IDRP process.  

Reporting to the Pensions Committee:

4.14 All actions from the Pension Regulator review action plan have now been 
addressed. It is therefore recommended that the Board report back to the 
Committee that all recommended areas for improvement identified by the 
Pension Regulator’s review of the Cumbria Pension Fund have been 
appropriately actioned.

5.0 OPTIONS

5.1 The Board may note progress against the action plan addressing suggested 
areas of improvement from the Regulator and agree to report to the 
Committee that all recommended areas for improvement from the Pension 
Regulator’s review of the Cumbria Pension Fund have been appropriately 
actioned; 

5.2 The Board may note progress against the action plan addressing suggested 
areas of improvement from the Regulator but may wish to defer reporting the 
actioning of all recommended areas for improvement from the Pension 
Regulator’s review until the definition of what constitutes a complaint is 
finalised; or 

5.3 Alternatively the Board may request additional information from the Director 
of Finance.
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6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 Improved administration processes and enhanced governance aids the Fund 
in running efficiently and effectively, controlling costs and helps to achieve its 
objectives. 

6.2 None of the areas for improvement detailed within the action plan have 
significant financial expense to the Fund, however this work required Officer 
time to ensure that all actions were appropriately implemented. Therefore 
the areas for improvement within the action plan were allocated with the 
timing of each action having been assessed to ensure that those areas 
giving the most benefit to the Fund were implemented first.

7.0 LEGAL IMPLICATIONS 

7.1 There are no direct legal implications arising from this report. It is a function 
of Pensions Board to assist the Administering Authority of the Cumbria Local 
Government Pension Scheme to secure compliance with, amongst other 
things, the requirements imposed by the Pensions Regulator in relation to 
the LGPS.

8.0 CONCLUSION

8.1 This report provides the Board with an update on actions taken to address 
areas for improvement identified as part of the Pensions Regulator’s review 
of the Cumbria Local Government Pension Scheme (LGPS). The Action plan 
is now materially complete, with all but one area suggested as requiring 
improvement by the Pensions Regulator now addressed. The remaining 
matter is in progress and a clear plan is in place to complete the final stages 
in early 2020.

8.2 The Fund continues to strive to improve pension administration and 
governance arrangements to ensure that it remains fit for purpose and 
provides an effective and efficient service for its scheme members.

J Crellin
Director of Finance (s.151 Officer)
17th January 2020

APPENDICES

Appendix 1 - Pensions Regulator Feedback Response and Action Plan 
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Electoral Division(s): All

Executive Decision No*

Key Decision No*

If a Key Decision, is the proposal published in the current Forward Plan? N/A*

Is the decision exempt from call-in on grounds of urgency? No*

N/A*If exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

No*Has this matter been considered by Overview and Scrutiny?
If so, give details below.

N/A*Has an environmental or sustainability impact assessment been 
undertaken?

No*Has an equality impact assessment been undertaken?

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

None

REPORT AUTHORS

Contact:
Pete George, Group Finance Manager – Pensions, Investments & Insurance
01228 226311  peter.george@cumbria.gov.uk
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Appendix 1

Page 1 of 8

Cumbria Pension Fund – Pensions Regulator Feedback Response and Action Plan

30th September 2019

Issue Response / Action Lead Timeframe

Record Keeping – Data Quality

Data Improvement Plan to be updated to 
reflect the actions taken to improve 
deferred member data scores.

Plan to also consider what actions will be 
taken to maintain the quality of member 
data going forward.

The Data Improvement Plan (DIP) is updated prior to each Local Pension 
Board and Pensions Committee meeting. An updated version of the DIP is 
attached for your information.

It is acknowledged that deferred member data scores, whilst still being 
high, are lower than the scores for both active members and pensioners. 
This has previously been explained to the Pensions Committee and Local 
Pension Board as being due to the Fund having less accurate address 
details for this group of members.

Action to address this is included within the DIP through including all 
deferred members within the member tracing exercise currently being 
undertaken.

Actions to address the number of Pending Leavers is included on the DIP 
together with progress to date. As at 31st December, 1,914 leaver forms 
have been returned to Your Pension Service (YPS), the Fund’s pensions 
administrator, which account for 53% of all pending leavers in the Fund. 
Work is being continued to further improve this position.

It should also be noted that, as a direct comment from meetings with the 
Regulator, the DIP has been updated to include specific metrics within the 
plan to enable the Fund assess how successful it has been in attempting to 
improve data quality.

N/A N/A
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Appendix 1

Page 2 of 8

Issue Response / Action Lead Timeframe

The Fund recognises that maintaining the quality of member data is not a 
one-off exercise but is an integral on-going action for the Fund. Following 
feedback from the Regulator, the DIP has been updated to include the 
frequency of reviewing specific elements of data quality in the future.

Action: No further action necessary.

Record keeping – tracing members

The Pensions Regulator (The Regulator) 
suggested that the Fund should consider 
undertaking a member tracing exercise on 
a regular basis.

The Fund will evaluate the results of the data tracing exercise and then 
consider the value for money of this exercise based on the results 
received. 

If the Fund considers the data tracing exercise to have been value for 
money, it will consider undertaking a targeted data tracing exercise on a 
more regular basis. This has been noted in the Fund’s DIP.

Details of the current data tracing exercise are included within the 
response to the Pensions Regulator.

Action: To review outcomes of the data tracing exercise once it is 
complete and consider a more regular but targeted exercise in future.

PG / 
Pensions 
Committee

2019/20 Q1
ACTIONED

Scheme Administrator Risk

The Regulator expressed concern that 
there is reliance at both strategic and 
operational levels on a few key personnel. 
The Regulator encourages the Scheme 
Manager to undertake succession planning 

The Fund acknowledges the risk relating to reliance on key individuals. 
This is already included within the Fund’s risk register as one of the 15 key 
risks to the Fund.

AC / PG / 
JD

2019/20 Q1 and 
Q2
ACTIONED
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Appendix 1

Page 3 of 8

Issue Response / Action Lead Timeframe

for key personnel and ensure that all 
activities undertaken by the key personnel 
are documented.

The Fund has identified key personnel and will give further consideration 
to succession planning. In addition to this, the Fund is also currently 
exploring additional options to further reduce key personnel risk within 
the administration function.

Some key activities are documented through the Fund’s Business 
Continuity plan but there is scope for further documenting how key 
activities are undertaken. The Fund is currently reviewing this with a view 
to ensuring that all key activities (on a risk-assessed basis) are 
appropriately documented

Member Communications

Monitoring of website traffic on the 
member portal may be a useful gauge as to 
the effectiveness of communications and 
highlighting concerns members may have.

The Fund welcomes this suggestion and has already commenced 
reviewing website traffic on its own website. 

Website traffic data has been requested from YPS and, once received, this 
will be reviewed to assess what useful information can be identified and if 
any further action is required. 

PG 2019/20 Q2
ACTIONED

Internal Controls

The Regulator encourages the Scheme 
Manager to produce a written internal 
controls policy.

It is acknowledged that the Fund does not currently have a written 
internal controls policy. A policy has been drafted and will be considered 
for adoption by the Fund at the next meeting of the Pensions Committee 
(on 7th March).  In addition to this the Fund had already identified the 
documentation of internal controls as an area for improvement through 
its review of compliance with the Regulators CoP14. The actions from that 
review include:
“Internal Controls - Whilst compliant, additional work is required to 
document the internal controls of the Fund in relation to the processes for 
escalation and decision making processes within the Fund.”

AC / PG / 
JD

2018/19 Q4
ACTIONED
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Page 4 of 8

Issue Response / Action Lead Timeframe

The Regulator noted that there did not 
appear to have been sufficient planning for 
the planning for potential for disruption 
following the proposed changes by YPS.

The Regulator encourage the Scheme 
Manager to review the decision making 
processes with regard to major decisions 
affecting the administration of the Fund 
and that more use of the Pensions 
Committee and Local Pension Board should 
be made at an early stage of decision 
making.

This is acknowledged and the risk of this has been escalated within the 
Fund’s risk register. By way of addressing this, a Senior Manager from YPS 
will be attending all future Local Pension Board meetings to enable the 
Board members to challenge service provision and better understand 
service delivery by YPS.

The Fund has learnt lessons from experiences within YPS and has been 
more challenging with new system changes. For example, YPS are 
planning to roll out a revision to the My Pension On-Line system in 
February. Officers of the Fund are asking challenging questions of YPS 
regarding the planning and timeframe for this roll-out and will be briefing 
the Local Pension Board prior to the planned changes.

AC / PG 2018/19 Q4
ACTIONED

Breach of Law Reporting

The monitoring and reporting of breaches 
is an important legal duty of the Scheme 
Manager and any processes around this 
function should be fully documented.

These controls are already in place within the Fund. The processes 
associated with the reporting of breaches are fully documented. 

The Fund maintains a breach register that details all breaches of Pensions 
Regulations, breaches of Fund Policies and data breaches. The register 
also details whether a breach of regulations is considered sufficiently 
material to warrant reporting to the Pensions Regulation. The decision 
making processes for this are clearly documented within the breach 
register.

The Fund’s review of compliance with CoP14 identified an area for 
improvement as being the documentation of how breaches are escalated 
within the Fund and with scheme employers.

JD 2018/19 Q4
ACTIONED
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Issue Response / Action Lead Timeframe

Employer Risk

The Regulator noted that particular efforts 
should be made to establish a named 
escalation contact for employers at 
different levels within each company.

This recommendation is welcomed and is to be included in the escalation 
documentation referred to above (Breach of Law Reporting). 

It is however noted that this may not be possible for some employers (in 
particular the smaller employers) within the Fund.

JD 2018/19 Q4
ACTIONED

Internal Dispute Resolution Process

The Regulator has noted that there is no 
formal definition with the Fund of what 
constitutes a complaint.

The Regulator noted that the Scheme 
Manager should review its policy on Stage 
2 IDRPs to ensure that the Fund complies 
fully with the law.

Both the Fund and YPS believe that complaints can be raised in many 
different ways. Both organisations agree that if communication from a 
scheme member or employer appears to constitute a complaint 
(regardless of whether a complaint has been formally made) it will be 
logged and treated under the complaints procedure. 

The Fund will review wording from YPS as to what constitutes a complaint 
to avoid ambiguity for scheme members. If adopted, this will be published 
on the Fund’s website and reported back to the Board.

The Fund will review its IDRP process and amend as necessary to ensure 
continued compliance with legislation.

PG / JD

PG / JD

2019/20 Q2
ACTIONED

2019/20 Q2
ACTIONED
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Issue Response / Action Lead Timeframe

Pensions Administration Policy

The Regulator has noted that employer 
agreement to changes to the Pensions 
Administration Strategy is based on 
implied consent if no response is received 
from an employer to the consultations.

The Regulator suggested that there may be 
advantages to requiring employers to sign 
the Administration Strategy as part of this 
process to help ensure that employers are 
fully aware of the PAS and any changes to 
their duties and responsibilities.

The Fund will give consideration to how it can ensure that employers are 
aware of the Pension Administration Strategy and any changes to the 
employer duties and responsibilities.

PG / JD 2019/20 Q2
ACTIONED

Maintaining Contributions

As noted above under Scheme 
Administrator Risk, the Regulator 
expressed concern that there is a reliance 
on key personnel. 

The Regulator encourage the Scheme 
Manager to put in place a succession plan 
to ensure that there is no loss of key 
knowledge and relationships in the event 
of key staff leaving the Fund.

The Fund acknowledges the risk relating to reliance on key individuals. 
This is already included within the Fund’s risk register as one of the 15 key 
risks to the Fund.

The Fund has identified key personnel and will give further consideration 
to succession planning to mitigate the risk of losing key knowledge and 
relationships in the event of key staff leaving the Fund. 

AC / PG / 
JD

2019/20 Q1 and 
Q2
ACTIONED
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Issue Response / Action Lead Timeframe

Affordability

The Regulator noted that there is no 
overall policy in place for employer 
solvency although it was acknowledged 
that these events are bespoke by nature.

The Fund does not consider that specific policy for insolvency is appropriate 
as the bespoke nature of employer insolvency events and the frequency of 
such events makes this of limited use for the Fund. 

However, we are committed to ensuring that we retain knowledge from 
insolvency events. The Fund has therefore resolved to collate information 
and learning points from insolvency events. The intention is for this to be 
reviewed in future instances of insolvency to ensure our actions are 
informed by previous experiences.

PG / JD 2019/20 Q1
ACTIONED

Local Pension Board

The Regulator considers that the Scheme 
Manager may wish to review progression 
of skills and knowledge within the Board 
through the annual skills audit.

The Regulator encourages all members of 
the Local Pension Board to complete the 
Public Sector Pension Scheme (PSPS) 
Trustee Toolkit.

The Regulator encourages the Scheme 
Manager to produce a list of documents 
and policies to provide a reference for 

Officers will consider the benefits of reviewing the progression of skills and 
knowledge within both the Board and Committee. Officers aim to ensure 
that Board and Committee members have relevant skills and knowledge to 
make informed decisions at relevant times (e.g. increased focus on 
actuarial valuation skills and knowledge every three years), and therefore 
reviewing progression of these skills annually may not necessarily be 
relevant.

Agreed. The Chair of the Board has completed all modules on the Toolkit. 
Other members will be encouraged to undertake this on-line training. 

Officers will consider this recommendation and review the best way to 
ensure that members of the Local Pension Board and Pensions Committee 
have access to appropriate documents and policies for the Fund.

PG / LT

AC

PG / LT

2019/20 Q1
ACTIONED

2019/20 Q1
ACTIONED

2019/20 Q1 and 
Q2
ACTIONED
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Issue Response / Action Lead Timeframe

Pension Board members as this will help 
them to prepare for meetings.

Conflicts of Interest

No issues raised The 2019/20 Training Plan has been amended to include a session on 
Conflicts of Interest to ensure that all Committee and Board members are 
aware of their responsibilities to avoid (or appropriately mitigate and 
record) conflicts with their engagement with the Fund.

AC 2018/19 Q4
ACTIONED

Cyber Security

The Regulator suggests that consideration 
should be given to testing the physical 
access to the Fund computer systems in 
future audits.

Officers will pass the comments from the Pensions Regulator the Council’s 
Information, Communication and Technology team for further 
consideration.

AC 2019/20 Q1
ACTIONED

Scam Activity

The Regulator considers that the Scheme 
Manager may wish to review its process 
around transfer requests to consider 
whether all information sources are being 
used when deciding upon the legitimacy of 
a receiving scheme. 

Officers will review its process as described by the Pensions Regulator 
giving particular consideration to the leaflet produced by the Regulator 
relating to a Scheme Transfer Checklist.

PG / JD 2019/20 Q2
ACTIONED
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