
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 



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:



 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 



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.



 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.



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.

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


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.



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



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 



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 



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
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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?

N/A*Has an equality impact assessment been undertaken?



PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

No previous relevant decisions
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