
CUMBRIA COUNTY COUNCIL

Minutes of a Meeting of the Cumbria Pensions Forum held on 
Monday, 21 November 2016 at 10.00 am at Penrith Rugby Club, 
Penrith, Cumbria, CA11 8RG

PRESENT:

 
Mr SB Collins
Mr MH Worth
Mr I Stewart

Also in Attendance:-

Mrs J Crellin - Assistant Director - Finance
Ms F Miller - Senior Manager - Pensions & Financial Services
Ms D Purvis - Finance Manager - Pensions & Treasury

33 TERMS OF REFERENCE

RESOLVED that, the Terms of Reference of the Cumbria Pensions Forum be noted.  

34 ELECTION OF CHAIRMAN

RESOLVED that, Councillor M Worth be elected as Chair of the Pensions Forum for 
the ensuing year. 

35 MEMBERSHIP

RESOLVED that, the membership of the Pensions Forum be noted. 

36 APOLOGIES FOR ABSENCE

Apologies for absence were received from Mrs B Cannon, Mr G Nicolson, Mr D 
Southward, Mrs H Wall and Mr J Airey. 

37 MINUTES

RESOLVED that, the Minutes of the Cumbria Pensions Forum held on 15th October 
2015 be agreed as a true and accurate record. 
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38 PENSIONS ADMINISTRATION

Your Pension Service, represented by Diane Lister, gave a presentation on the 
performance of the Pensions Administration Service for the Cumbria Local 
Government Pension Scheme (LGPS). 

She advised that performance targets had increased from eighteen to twenty one. 
Seven thousand calculations had been completed with 97% of these completed on 
target. The 3% which had failed to meet this had been completed within just a few 
days of deadline. 

Statutory administration included sending out P60s to all pensioners together with 
Annual Benefits Statements. Annual Benefit Statement surgeries had been 
established and dates provided however a full schedule could be circulated to all 
employers on request. 

The annual Employer Conference took place in October 2016 which was followed 
by a feedback survey. The main challenge centred on pensionable pay and a payroll 
calculator was provided to employers to assist with this. Additional guidance was 
given relating to leavers, retirements, ill health retirement, flexible retirement, etc. 
Individual email had been deemed to be the preferred communication choice. 64% 
of Scheme Members had registered to use the self service tool, however more than 
half of these weren’t utilising it. A demonstration had therefore been given at the 
conference. Targeted training including piloting final pay calculations via an 
automated system was being considered and employers were requested to email 
their suggestions to Your Pensions Service. . 

Steven Moseley, representing Your Pension Service, presented the updated 
changes to Consultation, the Public Sector Exit Payment Cap, the Recovery of Exit 
Payments and Reform. 

In May 2016 a consultation commenced regarding the changes relating to Fair Deal 
Proposals for TUPE Transfers and the choices available to employees. The 
Department of Communities and Local Government deemed that where employees 
were transferred to a new employer, the new provider must offer continued access 
to the LGPS with the exemption of Higher Education, Police and Fire Service staff. 

Defined freedom and choice changes were implemented in April 2016. It was now 
proposed to give more freedom of choice for members with Additional Voluntary 
Contributions (AVCs) in respect of how and when they were able to access their 
pension. From the age of 55 members could draw some or all of their AVCs as a 
taxable lump sum. 

Amendments to the Assumed Pensionable Pay (APP) calculation for members 
whose salary varied were being considered. It was proposed that employers would 
have the discretion to vary the pay actually received to that which would be the 
usual rate of pay. 
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From 1st April 2008 to 31st March 2014, leavers had voluntary access to their 
Pension. From 1st April 2014 employer consent was removed and it was proposed 
to backdate this prior to 1st April 2014. This was being significantly underwritten and 
further information was expected around December 2016. It was questioned what 
the possible changes would be in December 2016. Mr Moseley confirmed that this 
was unknown at the present time due to technicalities concerning legislation. The 
Senior Manager - Pensions & Financial Services (Deputy S151 LGPS Officer) 
commented that there were no staff to specifically complete the exercise and 
consequently a backlog had arisen. 

Mr Moseley advised that in respect of the Exit Payment Gap the previous 
Government had been concerned at the six figure payouts for some leavers. In the 
summer of 2015 the Conservatives proposed a policy capping the total value of exit 
payments at £95,000 in the Public Sector. This was to include pension strain costs 
to all Public Sector bodies (falling under the Office of National Statistics’ definition), 
with a small number who would be exempted. There was to be a waiver process for 
exceptional circumstances. In terms of how this would work, the employee would 
still take their LGPS Pension, but the rate would be reduced to take into account the 
pension strain costs. A new consultation on the issue was expected imminently and 
to be in force in early 2017. 

Regarding the Recovery of Public Sector Exit Payments, Mr Moseley confirmed that 
payments would be recovered if a leaver returned to the Public Sector within 12 
months. It would apply to anyone earning £80,000 or more during the year prior to 
them leaving. If an employee proposed to return to the Public Sector, they had a 
duty to advise both their previous and new employers. To facilitate this change, 
employers needed to retain records for a period of three years. It was the previous 
employers’ responsibility to make the arrangements to recover the relevant part of 
the exit payment. The new employer would not be able to employ an individual until 
such time as the repayment had been finalised. Tapering would be applied over a 
twelve month period to the repayable amount including pension strain costs. The 
Pension strain needed to be repaid by the employee, not by the fund. The later the 
return to Public Sector employment, the less that would be repayable. There was no 
distinction between Voluntary Redundancy (VR) and Compulsory Redundancy 
(CR). 

A question was raised as to whether the recovery of the exit payment would apply if 
an individual moved to a different body within the Public Sector; for example from 
the NHS to Local Government. It was confirmed that this would be the case and the 
expectation was for the new policy to be in force later in the current year. 

Regarding the proposed Reforms to Public Sector Exit Payments, it was noted that 
currently there was the power to increase statutory redundancy payments by using 
the actual weekly pay calculation rather than this being capped at £479. An 
additional lump sum could be offered and the LGPS pension would be unreduced if 
taken from the age of 55. The maximum compensation was not to exceed 104 
weeks’ pay. 
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It was expected that the Department for Communities and Local Government 
(DCLG) would issue the consultation on the proposed Reforms to Public Sector Exit 
Payments before the end of 2016, with changes being implemented by the end of 
June 2017. 

The proposed changes were to aim to reduce redundancy costs. The maximum exit 
payment would not exceed three weeks’ pay per year of service. A ceiling of fifteen 
months would be allowed on the maximum number of months’ salary that could be 
paid to an individual, with the maximum salary set at £80,000. The lump sum 
compensation would be tapered as an individual got closer to their Normal Pension 
Age (NPA). Action would also be implemented to limit / end employer-funded early 
access to the pension within exit packages by capping the pension top-up, removing 
access, etc. 

Mr Moseley opened up questions from the floor, with it being queried whether the 
exit payment changes would be retrospective. He confirmed that he didn’t believe 
this would be the case. 

A Member Requested that the presentation be circulated to Members of the Forum 
and questioned if there would be notification when the consultations commenced. 
The Assistant Director - (Finance) s151 Officer responded that slides would be sent 
to those present at the meeting and also uploaded onto the website for information. 
This would also be done in relation to the consultations as there were implications 
for everyone; employees needed to be appropriately informed of the proposed 
changes. 

A Member questioned whether it would be useful to compile a list of facts. The 
Assistant Director - (Finance) s151 Officer responded that from Cumbria County 
Council’s perspective, briefings had been given. Work could be done with Your 
Pension Service (YPS) to issue information on the website and consideration would 
be given to doing some roadshows as a duty of care. 

It was queried whether attendance was permitted at any of the LGPS workshops or 
if these would be specifically allocated. Ms Lister confirmed that any could be 
attended. The Senior Manager - Pensions & Financial Services (Deputy S151 
LGPS) gave thanks to the districts for allowing surgeries to take place in their 
venues. 

It was questioned whether the proposed changes would bring about any legal 
challenges and if there were any views on this. Mr Lister stated that there may be a 
Judicial Review. However, the Senior Manager - Pensions & Financial Services 
(Deputy S151 LGPS) confirmed that employers could only apply the regulations as 
they were stipulated. 

The Chair concluded the presentation by thanking the LGPS team for their service 
throughout the year. 
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RESOLVED that, the presentation slides on the performance of the Pensions 
Administration Service for the Cumbria Local Government Pension Scheme (LGPS) 
be circulated to all Members of the Cumbria Pensions Forum. 

39 ANNUAL REPORT AND ACCOUNTS 2015/16 INCLUDING KEY 
PERFORMANCE STATISTICS

A presentation was given by the Finance Manager and the Finance Manager – 
Pensions and Treasury regarding the Annual Report and Accounts 2015 /16 
including Key Performance Statistics. 

The Finance Manager – Pensions and Treasury presented the Annual Report and 
Accounts and Relevant Policy Changes. As at March 2016, Cumbria LGPS had 126 
employers; this was increasing year on year due to the new academies, and 54,000 
employees were members. Membership equated to 13% of the adult population of 
Cumbria. Actuaries were however decreasing and this would have future 
implications. 

In 2015, £82 million was paid out in benefits and £65 million was received in 
contributions; resulting in a £16 million deficit leaving the fund cash flow negative at 
contributions level. Investment income was keeping the Pension Fund afloat 
reflecting the asset strategy. Good income streams were being received resulting in 
a positive cash position. 

At March 2016 £2.047 billion was held in investments; these were not exposed to 
any one risk. Growth assets were providing good investment returns for the future 
and expectations had been built in regarding asset performance. 

The Finance Manager presented the Business Plan set for 2015 / 16, the majority of 
which had been achieved. A significant piece of work relating to Local Government 
Investment Pooling had been undertaken. 

Good investment returns had been achieved with fund specific performance 
outperforming expectations after everything had been paid. In respect of 
performance the Cumbria LGPS was in the top 10 – 25 Local Government Pension 
Schemes. More detail was available in the Annual Report and Accounts for 2015 / 
16, copies of which had been made available on the website in October. The Senior 
Manager - Pensions & Financial Services (Deputy S151 LGPS) advised that as part 
of the efficiency drive, the report was in electronic format as it was a large 
document, however hard copies of the report were available if required. 

There had been a change in the Cumbria LGPS reporting requirements. Disclosure 
of management costs was expanded since the Chartered Institute of Public Finance 
and Accounting (CIPFA) guidance was issued in June 2016. A re-categorisation of 
debtors and creditors regarding investments had been implemented. No material 
errors were noted within the Audit; the opinion of which was unqualified and 
unmodified. The Audit was clean and had been prepared before deadline. 
Preparation for the 2016 / 17 accounts timetable had been reviewed and publicised 
but would again require the use of estimates. In summary, it had been a good 
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investment year; the return for 2015 / 16 was 1.9% with a benchmark of 0.2%. The 
ten years’ investment return of 6.2% per annum was benchmarked at 5.7%. 
Progress had been made in relation to the LGPS investment pooling proposal with 
further investment strategy changes being implemented for 2016 / 17.

In June 2016 it was agreed that the Administration Policy would be changed to allow 
for a one off charge to be levied to bring in new employers. This was in the sum of 
£250. 

Feedback was requested for the consultation in respect of the Funding Strategy 
Statement by 28th November 2016. This would be discussed at the Pensions 
Committee on 8th December 2016. The Pensions Committee convened quarterly 
and the agenda has a standing item to raise any questions. The Finance Manager 
provided contact details and website links. 

The Assistant Director - Finance (s151 Officer) stated that the team had been 
modest about the fund performance of which she was extremely proud. With 
regards to benchmarking the fund, liabilities, membership had outperformed the 
expectations. Cumbria LGPS was risk averse and the fund performance was 
excellent. This assisted with the contribution rates and created a £40 million value 
over a period of 5 years. To be consistently in the top quartile was considered to be 
impressive at a time when Cumbria County Council was facing austerity and other 
challenges. Huge responsibility was placed upon the Pensions Team who were 
congratulated along with the Fund Managers and the Fund’s Advisors. The 
Pensions Committee also bore a huge responsibility as they acted almost in the 
capacity of Trustees and held the team to account. The Pensions Committee took 
responsibility for the Fund and the Fund’s members seriously and there was 
confidence in the overall management of the Pension Fund. The Fund contributed to 
the economic wellbeing of the county and it was fully appreciated that contributions 
of 10% -15% were not insignificant.

40 ASSET POOLING IN THE LGPS (ENGLAND AND WALES)

The Chair offered thanks to the finance team for the tremendous amount of work 
over the previous two years especially with regards to asset pooling. 

A presentation was given by the Senior Manager - Pensions & Financial Services 
(Deputy S151 Officer LGPS) regarding asset pooling in the Local Government 
Pension Scheme for England and Wales. 

The assets of the LGPS which were perceived as being sovereign wealth funds 
were a complete misnomer as the Pension Fund was not sovereign. 

In terms of scale, asset pooling consisted of six funds worth more than £25 billion. 
Asset pooling allowed for strong governance and decision making together with 
reduced costs and the provision of excellent value for money. Improved capacity 
and capability to invest in infrastructure were additional attractive benefits. 



7

All funds had, within a period of six months, provided the Government with eight 
pooling proposals together with robust business cases. The proposals made the 
funds compliant with the Financial Services Act. These proposals were provided in 
July 2016 with the regulations being laid in November 2016. Final review meetings 
were ongoing with the Minister with BCPP scheduled to have their meeting that 
week. Approval would follow and the S151 and Monitoring Officers were to meet at 
the end of the month. 

Optimum savings could be made by asset pooling with those with similar investment 
beliefs. Cumbria County Council was part of the Border to Coast (BCPP) pooling 
proposal. Those involved had likeminded investment beliefs and a “one fund, one 
vote” ethos; the sizes of the funds involved was irrelevant, all partner funds would 
have an equal vote. 

BCPP was a means of pooling assets to achieve savings through scale and improve 
investment expertise and resilience. The partner funds were building a regulated 
jointly owned investment management company wholly owned by the partner funds. 
It was anticipated that there would be savings in the region of £25 – £55 million 
annually. The funds combined held £40 billion in assets with 905,995 members and 
2,166 employers as at 31st January 2015. 

Pooling regulatory requirements were due in November 2016. Payback was 
expected to be immediate, however in an unfavourable market the expectation was 
that it would take four years. Cumbria’s savings would be in the region of £2.1 - £4.3 
million per annum after meeting the upcoming wider regulations. 

The goal was to maximise net of costs performance funds with a need for choice in 
asset allocation; 90% of the fund performance was due to investing in the right 
market at the right time. The individual fund’s asset allocations would remain with 
those individual funds within the pooling partnership. Pools were needed to ensure 
scale, however there were very little changes otherwise; the Forum and Board 
would remain and the management of the fund performance would continue. A joint 
Committee would be formed but the governance and sovereignty would remain with 
Cumbria; there would be no impact on scheme members. The key driver of 
investment performance was asset allocation; 90% – 95% return stayed with the 
committee. 

The Chair congratulated the Senior Manager – Pensions & Financial Services 
(Deputy S151 Officer LGPS) who had been a national lead on the asset pooling 
project. She in turn thanked the Pensions Team.  

A question was raised regarding the £2.1 billion assets managed by Cumbria and 
how Cumbria retained assets. The Senior Manager – Pensions & Financial Services 
(Deputy S151 Officer LGPS) commented that Cumbria would set the asset strategy 
every three years after the Triennial Valuation. This would be passed to the asset 
pool along with those of the other funds. The Cumbria Fund would no longer own 
shares, it would own units. Savings were returned via the asset choices; three funds 
were internally managed with incredibly consistent performance which Cumbria 
would be able to take advantage of. 
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41 TRIENNIAL ACTUARIAL VALUATION AND THE FUNDING STRATEGY 
STATEMENT FOR CONSULTATION

A presentation was given by the Actuary (Mercers), represented by John Livesey 
and Leanne Johnston focussing on the Triennial Actuarial Valuation and the 
Funding Strategy. 

Mr Livesey reported that the Actuarial process was designed so that by the end of a 
member’s working life, there would be enough assets to cover the proportion of 
benefits built up over their working life. The hope was that a member would reach 
100% to cover the benefits. 

The 2016 Funding Strategy had a number of key drivers. The discount rate was 
linked to real returns and there would be a continuation of the short term pay growth 
at 2% for the next 2 years. 

The 50 / 50 option whereby members could make contributions of 50% to gain 50% 
of the benefits was being removed. The take up had only been around 0.1% - 0.2% 
across the LGPS. Deficit recovery contributions were to be linked to the Consumer 
Price Index (CPI) going forward.  Long term asset returns were compared to the CPI 
and short term CPI changes. Consideration was being given regarding how to beat 
long term targets. 

The Cumbria LGPS invested in a wide range of asset types in order to spread the 
risk and generate better returns based upon economic estimates. The best estimate 
was CPI plus 3% per annum; with a margin of prudency of CPI plus 2% per annum. 
This was the same as the Actuarial Valuation assumption. In 2013 there was a 
deficit of £457 million. 2013 was used as a baseline as the market improved after 
the rate was set; a funding level of 83% was used instead of 78.4%. The 2016 
funding position was much improved. Investment returns over the previous three 
years had been strong with 25% overall returns outperforming the assumed 15%. 
As regards life expectancy, this had improved since 2013 but not to the extent of 
that expected. 

Ms Johnston advised that 126 employers were signed up to the Cumbria LGPS, 
each of whom was running their own notional pot of assts. There were no cross-
subsidies and each had very different membership profiles. 

There was a different profile of membership in terms of average ages; the older the 
member, the higher the future service cost. There were a variety of open and closed 
schemes with variable future service costs. Ill health retirements were more 
expensive than age retirements. The 50 / 50 scheme also incurred a significant cost. 
A high staff turnover could however have a positive impact. 

A question was asked at which point those above the 105% funded would lose 
some taxable benefits. It was confirmed that this had now ceased within the LGPS. 
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Information was provided as to the valuation of the Cumbria LGPS as at 31st March 
2016. In respect of the Funding Strategy comments were made as to the 
appropriateness of assumptions and proposals regarding the deficit contributions 
and recovery plans. The issue of affordability was raised as was the question of 
whether any year would be more challenging between 2017 and 2020. Phasing and 
stepping of contribution increases was also touched upon. 

Pay growth for the next four years was assumed at 2%. The Fund had a duty to 
retrieve data from employers and requests had been sent out to facilitate this. Basic 
financial information was required which would drive key performance indicators 
(KPIs) over time. 

The Senior Manager - Pensions & Financial Services (Deputy S151 Officer LGPS) 
questioned the growth plans, given that Cumbria LGPS Fund members had joint 
and several liabilities which protected the other Fund members; there was a need to 
understand the associated risks involved. Ms Johnston advised that steps were 
being taken to review any struggling funds. 

It was queried whether any of the members had shown a deterioration in their LGPS 
fund; it was confirmed that the majority had performed better than expected. The 
improvements for each employers’ fund differed due to a number of factors including 
membership size but generally there had been an improvement across the board. 

Ms Johnston informed the Forum as to the effect of gilt / bond yields which used to 
drive the discount rate. Gilt yields were at an all time low, with a real yield of -1%. 
Assets were invested in the hope that they would beat inflation and the move had 
been made to investment returns looking at CPI inflation. The same assumption of 
CPI plus 2% as an assessment against liabilities was necessary. Some continental 
countries were experiencing negative cash yields. 

The Senior Manager - Pensions & Financial Services (Deputy S151 Officer LGPS) 
stated there had been no change to the asset performance assumptions and the 
asset liabilities were now being looked at. 

The Assistant Director - Finance (S151 Officer) questioned whether a continuation 
with the same methodology as that utilised in 2013 would have resulted in higher 
contributions. Ms Johnston confirmed that this was the case. The Assistant Director 
- Finance (S151 Officer) concluded it would have been recklessly prudent to have 
continued as was and they had been mindful of the circumstances. 

The Assistant Director - Finance (S151 Officer) questioned what could be done to 
better mitigate future costs as an employer and why the change assumptions were 
made in respect of the 50 / 50 scheme. Mr Livesey confirmed that the 50 / 50 
scheme was possible but some expectation was required that it would in future be 
taken up in greater numbers. The employer paid 8% for those in the 50 / 50 scheme 
which was unfavourable to members as the benefits were lower. 

The Assistant Director - Finance (S151 Officer) queried whether during austerity and 
times of financial restraint, the 50 / 50 scheme should be promoted. There was a 
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low take up but could a challenge be met to promote the scheme? It was good for 
the employer and better as an option for the member than a money purchase 
scheme. Mr Livesey stated that the range of future service contribution rates for 
employees ranged from 15% - 20 % for the majority. In 2014 the new career 
average scheme increased the disparity between young and old making it much 
more expensive for older members. Employers needed to be careful not to give 
advice; they could provide an employee with an answer to their query but this could 
potentially lead to a complaint. 

The Assistant Director - Finance (S151 Officer) noted a concern that some staff 
were under financial strain and consequently had opted out of the Cumbria LGPS 
completely. Some of the younger staff could find the 50 / 50 scheme attractive for 
this reason. However it was confirmed that the take up across the LGPS had been 
minimal. 

A Member stated there was an opportunity for the LGPS to produce information 
sheets for employees regarding the benefits of the 50 / 50 scheme in relation to the 
full scheme. The deficit had been reduced from 19 years to 16 years and that 
reduction was continuing. He therefore questioned why the deficit could not have 
been placed on hold at 19 years and enabled a reduction in the increased rate for 
employers. The Senior Manager - Pensions & Financial Services (Deputy S151 
Officer LGPS) responded that facts sheets were available. Nationally schemes were 
assessed at Section 13; the Government expected a reduction in the deficit and 
steps were being taken for funding to increase whilst keeping rates stable for 
members’ contributions. Ms Johnston confirmed that Cumbria was ‘green’ on the 
traffic light system which assessed any concerns. The Member concluded that it 
was understandable not to wish to be flagged by central Government and queried 
where the Cumbria LGPS currently ranked. The Senior Manager - Pensions & 
Financial Services (Deputy S151 Officer LGPS) confirmed that the Government was 
looking at plans to reduce deficits and to stay stable would flag up concerns with the 
Cumbria LGPS. It had previously been onerous on some employers so the Cumbria 
LGPS reviewed this closely. The Member stated that the gap had been reduced by 
7% to 90%. However Mr Livesey stated that it was the wrong time to extend things 
when it had been reduced.  

Another Member raised a concern that his school faced £45,000 increases in uplifts 
in education. This would mean losing a Teacher and he asked that this be reviewed. 
The Senior Manager – Pensions & Financial Services (Deputy S151 Officer LGPS) 
requested that he commented on this issue formally. 

It was questioned how many employees had opted out of the Pension Scheme. The 
Senior Manager – Pensions & Financial Services (Deputy S151 Officer LGPS) 
stated that it was thought there would be more when auto enrolment was brought 
into force. 86% were however in the Pension Fund. Previously it was unknown who 
wasn’t a member out of those who weren’t Cumbria County Council employees. In 
respect of the 50 / 50 scheme the take up was in single digits. 

Death in service was an issue with Cumbria LGPS sending out a request on 
average once a month to family members asking for a decision as to how the 
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Pension Fund of the deceased member should be released. This was where no 
indication had been provided by the deceased employee prior to their death. Often 
this resulted in guesswork for the family concerned and employers were asked to 
encourage their employees to update their information regarding their intentions. 

The Senior Manager – Pensions & Financial Services (Deputy S151 Officer LGPS) 
advised that many members failed to up-date their intention forms despite Your 
Pension Service (YPS) sending out annual reminders. She asked that all employers 
viewed the details online and checked that the information being held was current. 

42 DATE OF NEXT MEETING

The provisional date of the next meeting of the Cumbria Pensions Forum was 10th 
October 2017. 

The meeting ended at 12.40 pm


