
CUMBRIA PENSIONS COMMITTEE

Meeting date: 13th March 2020

From: Julie Crellin, Director of Finance (S151 Officer)

MONITORING REPORT FOR THE QUARTER ENDED 31ST 
DECEMBER 2019 – PART 1

1.0 EXECUTIVE SUMMARY

1.1 This detailed report advises Members of any material risk, 
administration, investment performance, governance, and policy 
issues of the Fund for the quarter ending 31st December 2019. The 
report also identifies any governance issues or national regulatory 
changes and outlines the performance of the whole portfolio and 
movement on liabilities over that period. 

1.2 Risk Management (Section 4): 

1.2.1 The Cumbria Pensions Committee follows accepted best practice 
across Pension Funds (including the LGPS) in formally reviewing 
Fund risks at every meeting. 

1.2.2 The risk register (as presented in Appendix 1) outlines the key risks to 
the Fund. 

1.2.3 Two risks have been added to the register in the quarter (Scam 
Detection & Prevention and Availability of Investment Opportunities) 
and two risks have been removed (Cashflow and Flexibility of 
Investments). Furthermore, the risk score attributed to Pension 
Administration Services has been reduced. The current risk register at 
March 2020 is presented at Appendix 1.

1.3 Pensions Administration (Section 5): 

1.3.1 Performance against key performance indicators for YPS was 99% 
(against the SLA of 95%) for the quarter to 31st December 2019. This 
performance level has increased from the quarter to 30th September 
2019 (97%). 



1.3.2 There have been no employers joining or leaving the Fund during the 
quarter to 31st December 2019. Consequently the number of 
employers in the Fund has remained at 127. 

1.3.3 Two applications have been received for admission to the Fund from 
Orian Solutions for contracted services from Fairfield Academy and 
Queen Elizabeth Grammar School (QEGS).

1.4 Investment Management (Section 6):

1.4.1 Fund Investment Performance:- 

 The value of the Fund fell by £48m to £2,831m over the quarter to 
31st December 2019 (£2,879m at 30th September 2019). 

 The Fund’s investment performance (net of fees) over the quarter 
ended 31st December 2019 was a negative return of -0.6% against 
the fund-specific benchmark of 0.7%. Excluding the value of 
Equity Protection products from the Fund’s performance 
increases its return by 2.2% to 1.6%.

 One year performance over the year to 31st December 2019 was 
10.9% (net of fees) which is behind the benchmark (14.1%). 
Excluding the value of the Equity Protection products, one year 
performance is increased to 16.1% and ahead of the benchmark.

 Three year performance (6.9% per year net of fees) is marginally 
behind benchmark (7.2%) however performance over the 5 years 
to 31st December 2019 is ahead of benchmark (8.5% per year net 
of fees against a benchmark of 7.8%)

 Over the longer term of ten years the Fund return (net of fees) of 
9.1% per year is above the Fund’s specific benchmark return of 
8.5%.

1.5 Oversight & Governance (Section 7): 

1.5.1 The Fund has continued to ensure it is appropriately compensated for 
any losses incurred from improper business practices through 
participation in class actions against appropriate companies.

1.5.2 The Fund has continued its role as a responsible shareholder by 
maintaining effective oversight of voting and engagement activity with 
companies in which it invests.

1.6 Oversight & Governance - Policy & Regulation (Section 8):

1.6.1 The report provides an update on the SABs Good Governance in the 
LGPS Review. Over the next quarter Hymans Robertson will be 
developing draft guidance, a set of governance KPIPs and the 
independent governance review process. These will then be subject 
to a consultation with Funds. 



1.6.2 There were no breaches reported to the Pension Regulator during the 
quarter to 31st December 2019.  14 Fund discretions were exercised 
relating to the payment of death grants.

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 Content that can be reported within the public domain is presented 
within this Part 1 report to Pensions Committee with commercially 
sensitive information and information not for public disclosure being 
presented in the Part 2 Quarterly Monitoring report elsewhere on this 
agenda.

2.4 This report has been structured to consider risks associated with the 
Fund, followed by monitoring information presented in the broad 
format of the Business Plan, i.e. Pensions Administration, Investment 
Management and Oversight & Governance. This structure will enable 
Members monitoring of Fund activity to align to the objectives set out 
within the Business Plan of the Fund.

2.5 There are no direct equality implications arising out of the 
recommendations in this report.

3.0 RECOMMENDATIONS

It is recommended that the Pensions Committee: 

3.1 Receive and note the performance and monitoring of the Fund for the 
period from 1st October 2019 to 31st December 2019.

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

3.3 Approve two applications for admission to the Fund from Orian 
Solutions at Fairfield Academy and Queen Elizabeth Grammar School 
(QEGS). 



4.0 RISK

4.1 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. 

4.2 The current risk register at March 2020 is presented at Appendix 1. Two 
risks have been added to the register in the quarter (Scam Detection & 
Prevention and Availability of Investment Opportunities) and two risks have 
been removed (Cashflow and Flexibility of Investments). Furthermore, the 
risk score attributed to Pension Administration Services has been reduced.

4.3 There is currently one risk assessed as “red” associated with information 
security arrangements. Additionally there are 2 “amber” and 12 “green” rated 
risks. 

 New Risk: Ref 1.7 - Scam Detection & Prevention
Impact of occurrence score 2 
Likelihood of occurrence score 2 
Total Risk Score  4 (Green) 

Scam Detection & Prevention has been added as a specific risk noting 
the potential for scheme members to be the victim of frauds through 
transitioning their pension out to an inappropriate alternative pension 
scheme.  The risk has a score of 4 (unlikely and low impact) as the 
existing procedures are considered appropriate to mitigate the risk of a 
scheme member being the victim of fraud through the transfer out of 
their pension.

 
 New Risk: Ref 3.2 - Availability of Investment Opportunities

Impact of occurrence score 3 
Likelihood of occurrence score 2 
Total Risk Score  6 (Green) 

Availability of Investment Opportunities has been added to the risk 
register to reflect the risk that Fund requires Border to Coast to develop 
sub funds to enable investment into required asset classes.  It should be 
noted that the Fund is currently working with Border to Coast to ensure 
that appropriate sub-funds are available to be able to fully implement the 
current Investment Strategy and that the relationship with Border to 
Coast is considered appropriate to mitigate the risk, hence the risk score 
of 6 (unlikely and moderate impact).

 Removed Risk: Cashflow of the Fund

The risk register has previously included a risk that the Fund may have 
insufficient cash to pay the pension payroll for Scheme Members. This 



risk is due to the fund paying more in pensions each month than income 
received from employer contributions.

The Fund has recently undertaken a review of its investment strategy 
(approved by Pensions Committee in December 2019). This revised 
investment strategy considered cashflow within its future target asset 
allocation. As well as having a target to hold 2% of the Fund’s portfolio 
(equivalent to c. £58m) is cash to fund new investments and liabilities, 
the Fund also maintains investments which deliver yield thereby 
providing a regular source of income for the Fund.

The risk of having insufficient cash to pay monthly pensions is therefore 
considered to be very low and sufficient that the risk can be removed 
from the register.

 Removed Risk: Flexibility of Investments

The risk register has previously included a risk that the Fund’s 
investment strategy was insufficiently flexible to exploit market 
opportunities.

The Investment Sub Group meets on a quarterly basis but may also 
meet more frequently as the need arises. This ensures that the Fund can 
make informed and timely decisions to exploit market opportunities.

The risk of having insufficient flexibility to respond to new investment 
opportunities is therefore considered to be low and sufficient that the risk 
can be removed from the register.

 Amended Risk: Ref 1.2 - Pensions Administration Processes
Impact of occurrence score 3 
Likelihood of occurrence score 3 - reduced from 4 
Total Risk Score  9 (Amber) reduced from 12 (Amber)

The Pensions Administration Processes risk was increased in 2018/19 
due to poor performance within YPS in the first half of the year. During 
the second half of 2018/19, following actions taken by YPS to address 
the issue, performance levels improved. Performance has remained 
under close scrutiny during 2019/20 and, for five successive quarters to 
date, has been at or above the target performance levels. Performance 
and member experience is now considered sufficiently robust to reduce 
the score for the likelihood of this risk occurring from “4” (likely) to “3” 
(possible).

4.3.1 In addition to the new and amended risks detailed above, the comments 
associated with some risks have been amended to reflect progress over the 
past quarter.



5.0 PENSIONS ADMINISTRATION

5.1 Your Pension Service (YPS) Performance

5.1.1 To enable the Committee to perform appropriate governance and oversight 
of the Fund Administration, the annual performance report from YPS for the 
quarter to 31st December 2019 has been attached at Appendix 2. 

5.1.2 In the quarter to 31st December 2019, performance against KPIs has 
increased to 99% (compared to 97% in the previous quarter) against a target 
of 95%. This is the fifth successive quarter when performance has been at or 
above the target performance level.

5.1.3 As noted previously, the Fund will continue to provide robust scrutiny and 
challenge to the quality of service provided by YPS to ensure that the effect 
on scheme members and employers is minimised.

5.1.4 The report notes that YPS received 10 complaints in the quarter to 
December 2019 (down from 15 in the previous quarter). The majority of 
complaints received in the quarter related to delays in the payment of 
benefits and not meeting member expectations.  

5.1.5 In addition to the industry standard indicators provided, the YPS 
Performance Report also reports on whole system performance data by 
including statistics relating to the time taken from when a member requests 
to be put into pension until the time their pension is ready for first payment. 

5.1.6 This period can be influenced by response times from the scheme member, 
the employer or YPS. While YPS cannot control all these elements, 
monitoring the complete cycle is more representative of the scheme member 
experience. Such indicators help to inform the Fund of where any systematic 
blockages are occurring and thereby where to direct resources aimed at 
improving our members’ experience.

5.1.7 This response time increased from an average of 63 days at September 
2019 to 66 days at December 2019. It is noted that this indicator can be 
skewed by a number of factors that are not necessarily due to YPS 
performance.  The Fund and YPS are reviewing this indicator to give a more 
representative view of member experience.

5.1.8 These average response times are skewed by a number of cases that have 
taken significant time to resolve. Of the 291 members put into pension in the 
quarter, 45 cases took over 100 days to complete (compared to 21 cases of 
a total of 326 during Q2). Of these:

 12 were delayed due to information being required from the member 
before the pension could be determined;

 11 were due to information waiting to be received from the employer 
or another payroll provider;

 3 were due to delays with both the scheme member and the 
employer; 



 12 scheme member’s pension was delayed due to YPS waiting on 
Guaranteed Minimum Pension (GMP) information from HMRC; 

 3 were delayed due to administration issues within YPS; 
 3 pensions became payable after the member’s addresses were 

found through a data tracing exercise; and
 1 pension was delayed due to an ill-health appeal in which the original 

decision was overturned.

Guaranteed Minimum Pension Reconciliation Update

5.1.9 As previously reported to Pensions Committee, all Public Sector pension 
funds have been required by Government to undertake a Scheme 
Guaranteed Minimum Pension (GMP) reconciliation and implement 
corrective action accordingly. 

5.1.10 Having completed the GMP reconciliation for pensioners and deferred 
records, the reconciliation of active member records is currently being 
undertaken. Details relating to the Fund’s active members that may be 
affected by GMP have been submitted to HMRC and the Fund is awaiting a 
response outlining the cases that will require further review.

5.2 Employer Issues to 31st December 2019

5.2.1 During the quarter, two academies joined the Cumbria Education Trust 
(Multi-Academy Trust). Caldew Lea Academy joined on the 1st October and 
Hensingham Primary joined on 1st November.

5.2.2 There have been no new admissions to the Fund during the quarter and 
therefore the number of employers remains at 127 as at 31st December 
2019. 

5.2.3 There have been two applications for admission in the quarter from Orian 
Solutions for the provision of cleaning and catering services at Fairfield 
Academy and for the provision of cleaning services at Queen Elizabeth 
Grammar School (QEGS). It is recommended that Pensions Committee 
approve these applications to the Fund.

5.3 Fund discretions applied

5.3.1 During the quarter to 31st December 2019 there were 14 administering 
authority discretions exercised in relation to payment of death grants. Of 
these 13 were approved by the Discretions Panel and 1 was approved by 
the Senior Manager (Pensions and Financial Services) due to being under 
£500 in value. There were no other discretions exercised during the quarter.

6.0 INVESTMENT MANAGEMENT

6.1 Asset allocation changes

6.1.1 The Pensions Committee is responsible for approving the investment 
strategy and the target asset allocations for the Fund. In addition to this the 



Investment Sub-Group is responsible for assisting the Section 151 in the 
implementation of certain decisions relating to the implementation of the 
investment strategy as set out in Part 2O of the Council’s Constitution.

6.1.2 Details of movements towards the strategic asset allocation this quarter are 
provided in the Investment Sub Group Report elsewhere on this meeting’s 
agenda.

6.2 Fund Performance

6.2.1 The Pensions Committee focus is the long term strategic asset allocation 
and overall long term performance of the Fund. Individual manager 
monitoring is undertaken by the Investment Sub Group (ISG), with any 
matters of concern reported to the Committee in the quarterly Investment 
Sub Group Report. There are no matters of concern to report this period. 

6.2.2 Quarter Performance - The Fund’s assets decreased in value after taking 
account of the Equity Protection product from £2,879m at 30th September 
2019 to £2,831m at 31st December 2019. The main detractor was the 
negative movement on the equity protection overlay as a result of both the 
increase in equity value over the period and the sharp falls in the value of 
index-linked gilts (index-linked gilts are held passively and are also used as 
collateral for the equity protection product). 

6.2.3 This fall in the Fund value of £48m equates to a net of fees performance of   
-0.6% for the quarter ended 31st December compared to the benchmark of 
+0.7%. Whilst equity markets made modest gains during the period, there 
was a significant fall in the value of the index-linked gilts (used as collateral 
for the equity protection overlay) and the net result of this was that the 
inclusion of the total value of the equity protection overlay product reduced 
the overall Fund value by -£60m and negatively affected the Fund return by 
2.2%. It should be noted that a negative notional value of the equity 
protection overlay is a positive for the Fund as it means that its listed equity 
investments are performing well.

Q3 Performance Q3 Bespoke 
Benchmark

Q3 Performance 
against 

Benchmark
Fund performance 
including Equity 
Protection

-0.6% 0.7% -1.3%

Fund performance 
excluding Equity 
Protection

1.6% 0.7% 0.9%

6.2.4 The Fund is required to include in its quarterly valuation (and at year-end) a 
notional financial cost (or gain) for the Equity Protection product. Accounting 
requirements stipulate that this value reflects the amount that would be 
incurred (or received) by the Fund were it to close out its position on equity 
protection at the end of the quarter rather than at the expiration of the 
product.  This value is primarily driven by the value of equity markets. As at 
31st December equity markets were higher than at the date at which the 
product was purchased and so the value of the equity protection product 
was a notional cost, in addition the value of the collateral (index-linked gilts) 



had also fallen significantly and hence there was a negative impact on 
performance as noted at 6.2.3. 

6.2.5 Attributions of performance to each manager portfolio are detailed in the 
Investment Sub Group report presented in Part 2 of this meeting.

6.2.6 The one-year return of the Fund as at 31st December 2019 was 10.9%, an 
underperformance of -3.2% when compared to the 14.1% benchmark return. 
Excluding the notional value of the equity protection products from the 
calculation positively affects the one-year Fund return, increasing it to 
16.1%, the reason for this being the strong performance in global equities 
during December 2019 which led to equity protection products being valued 
at significantly lower levels than twelve months previous (31st December 
2018). The three year performance of the Fund was an average annual 
increase of 6.9% (net of fees) marginally underperforming the bespoke 
benchmark of 7.2%. Over the previous 10 year period, the Fund returned 
9.1% growth per year (net of fees) and outperformed the benchmark return 
of 8.5%.

6.2.7 The performance against the Fund’s specific benchmark for 1, 3, 5 and 10 
years is presented in the table below (the effect of excluding the notional 
value of the equity protection overlay on the 1 year Fund return is also 
shown) 

30th September 2019 31st December 2019
Cumbria 

Performance
Bespoke 

Benchmark
Variance to 
Benchmark

Cumbria 
Performance

Bespoke 
Benchmark

Variance to 
Benchmark

1yr performance 9.4% 8.0% 1.4% 10.9 14.1 -3.2
1yr performance 
(excl. value of EP) 8.1% 8.0% 0.1% 16.1 14.1 1.8

3yr performance 7.8% 7.5% 0.3% 6.9 7.2 -0.3
5yr performance 9.5% 8.5% 1.0% 8.5 7.8 0.7
10yr performance 9.5% 8.7% 0.8% 9.1 8.5 0.6

7.0 OVERSIGHT & GOVERNANCE 

7.1.1 Good governance sets the framework within which Pension Funds can 
achieve and demonstrate good performance, sound management, the 
effective stewardship of funds and delivery against the standards and 
regulations placed upon them.

7.1.2 This section of the report sets out the formal quarterly review of governance 
by the Pensions Committee.

7.2 Class Actions

7.2.1 During the quarter the Fund joined an Australian class action against 
Woolworths Ltd, for alleged underpayment of staff.

7.2.2 Income of £0.004m was received from a US class action relating to Amgen 
Inc, a US biotechnology company.



7.3 Shareholder Voting

7.3.1 The Border to Coast UK Proxy voting report, for the quarter ended 31st 
December 2019, is attached at Appendix 3. In summary, Robeco exercised 
shareholder votes at 17 UK AGM meetings on the Fund’s behalf, with a total 
of 176 votes cast. Of these 168 votes were ‘for’ the respective Board’s 
proposals, there were 8 votes ‘against’, and no abstentions.

7.3.2 The report provides further details on the meetings where there were votes 
‘against’. These predominantly related to the appointment of Auditors where 
the tenure and/or the fees were considered to be excessive, Board 
appointments, where Boards were deemed to lack sufficient diversity and 
opposing all political donation due to reputational risks and democratic 
implications. In addition to this Robeco voted on behalf of the Cumbria Fund 
‘for’ a shareholder resolution that supported a view contrary to that of the 
management at BHP plc (further details of this are set out at 7.3.8 below).

7.3.3 The report also details how the energy sector has increasingly been targeted 
by shareholder activism calling upon it to properly address environmental 
issues linked to its operations.  This is most commonly in the form of 
shareholder resolutions.  In the Border to Coast quarterly stewardship 
newsletter it highlights that in November the Securities Exchange 
Commission (SEC) proposed a set of changes to several rules related to 
filing shareholder resolutions.  Border to Coast’s view is that these may 
hinder shareholder’s rights and it has co-signed the Principles for 
Responsible Investment’s (PRI) letter to the SEC opposing these changes in 
collaboration with over 75 signatories.  Border to Coast joined the PRI, (an 
international global network of asset managers, owners and service 
providers working together to put responsible investment into practice) in 
October 2019. 

7.3.4 On 30th September 2019 20% of the Fund transitioned from the Nordea and 
Loomis portfolios to the Border to Coast Global Listed Equity Alpha Fund.  
The Border to Coast Responsible investment policy states that it “will aim to 
vote in every market in which it invests where this is practicable.” 

7.3.5 The Border to Coast Global Equity Alpha Proxy voting report, for the quarter 
ended 31st December 2019, is attached at Appendix 4. In summary, Robeco 
exercised shareholder votes at 2 AGM meetings on the Fund’s behalf, with a 
total of 7 votes cast. Of these 6 votes were ‘for’ the respective Board’s 
proposals, there was 1 vote ‘against’, and no abstentions.

7.3.6 Legal and General (L&G) manage all elements of the passive equity portfolio 
on behalf of the Cumbria LGPS including voting at shareholder meetings. 
During the quarter to 30th December 2019 L&G exercised votes at 121 UK 
meetings and registered 99 oppose votes; of which the main reasons related 
to Directors e.g. appointment and remuneration and to Non-Salary 
Compensation issues. They engaged with 267 companies globally, with the 
main engagement themes being climate change, board composition and 
remuneration.



7.3.7 During the quarter LAPFF has engaged with 35 companies to discuss a 
variety of issues, including climate change, governance and human rights.  
Substantial improvements were noted at meetings with National Grid plc and 
Southern Company – both relating to climate change. National Grid 
announced a new sensitivity analysis for net zero carbon emissions by 2050, 
adding to its recently stated ambition to operate a zero carbon grid in the UK 
by 2025.  Following lobbying activity, Southern Company announced that it 
will not renew its membership of the American Coalition for Clean Coal 
Electricity (ACCCE), an organisation seeking to influence public opinion and 
legislation in favor of coal-generated electricity in the United States. 

7.3.8 Also during the quarter LAPFF issued a voting alert in relation to BHP Group 
Ltd (a mining company) addressing climate lobbying.  LAPFF recommended 
voting for a resolution to review membership of industry groups and suspend 
those which may advocate policies contrary to the Paris Climate Change 
Treaty. Robeco voted ‘for’ this resolution on behalf of the Cumbria LGPS, 
and other Border to Coast shareholders within the UK Listed Equity Fund, as 
it was seeking to strengthen responsible lobbying practices. The majority of 
shareholders, however, supported BHP Group Ltd’s view that collaboration 
via membership of industry groups was crucial in successfully developing 
solutions to address climate change and voted ‘against’ the resolution.  

7.3.9 An Officer of the Fund and Member of the Local Pension Board attended the 
LAPFF Annual Conference in December. Speakers ranged from Brazilian 
representatives of communities affected by the Samarco and Brumadinho 
tailing dam collapses, to the Chair of National Grid plc and General Manager 
of AccelorMittal S.A. (leading steel producer) on carbon transition, and 
Kenneth Clarke and John Bercow, with their thoughts on Parliament and 
Brexit proceedings.

7.3.10 In October the Financial Reporting Council (FRC) published the revised 
Stewardship Code, which became effective from 1 January 2020.  The new 
Code comprises a set of 12 ‘apply and explain’ principles for asset 
managers and asset owners.  To become a signatory to the revised Code 
Funds will have to prepare a stewardship report demonstrating compliance 
with the revised, tougher standards.  The Fund is aiming to apply to become 
a signatory, however the changes to the Code are substantial and include 
increased reporting requirements (including an annual ‘Stewardship 
Report’). As such, Officers are working closely with Border to Coast and 
Partner Funds to develop a consistent approach.  

 
7.3.11 Global Tax Recovery

7.3.12 During the quarter to December 2019 there were no withholding tax (WHT) 
repayments.  The Fund received an update on the status of the outstanding  
Fokus Bank withholding tax claims, however because the information is not 
in the public domain and is classified confidential, details are included in the 
part 2 monitoring report to this meeting.



8.0 OVERSIGHT & GOVERNANCE - POLICY & REGULATION

8.1 Regulatory Changes

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

8.1.2 Good Governance in the LGPS

8.1.2.1 In December 2019, the Pensions Committee were briefed on outcomes of 
Phase II of the Hymans Robertson report on Good Governance in the 
LGPS. Pensions Committee were advised that the Scheme Advisory 
Board were considering the report and would be issuing 
recommendations in due course. 

8.1.2.2 The next few months will see Hymans Robertson’s project team develop 
draft guidance, a set of governance KPIs and the independent 
governance review process which will then be subject to consultation with 
Funds.

8.1.2.3 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.

8.1.3 Exit Credits

8.1.3.1 On 27th February 2020, MHCLG published a partial response to the 
consultation covering changes to the local valuation cycle and the 
management of employer risk. The response covers the proposals on exit 
credits only. MHCLG will submit a further response to the other proposals 
covered by this consultation in due course. 

8.1.3.2 MHCLG confirmed in the response that they will amend the LGPS 
regulations so that: 

 
 Administering authorities may determine the amount of any exit credit 

payment due, having regard to any relevant considerations;

 The period within which an exit credit must be paid is increased from 
three months to six months;

 Administering authorities will not be obliged to enquire into the precise 
risk sharing arrangement adopted;

 Any exit credits that have not been paid shall only be due if the 
administering authority exercises its discretion to pay them;

 Any exit credits that have already been paid shall be treated as if the 
administering authority exercised its discretion to pay that amount – 
an administering authority may not seek to change the amount paid;

 The Pensions Ombudsman has jurisdiction to hear complaints if any 
dispute is not resolved using the internal dispute resolution process;



 Administering authorities should adopt a fair and reasonable exit 
credits policy which should be set out in their Funding Strategy 
Statement.

8.1.3.3 The amendment to the regulations required to give effect to these 
proposals are due to come into force on 20th March 2020, but their effect 
is to be backdated to 18th May 2018. 

8.1.3.4 The Fund will work with the Actuary to develop its exit credit policy and 
incorporate this into the FSS. This will then be consulted on with scheme 
employers and reported to Pensions Committee in June.

8.2 Other Regulatory Changes

8.2.1 There have been no further regulatory changes of note that affect the LGPS 
since the last meeting of the Committee in September. However there are a 
number of matters that the Fund is maintain a watching eye on including:

8.2.2 McCloud Age Discrimination Case: The Government has accepted that all 
public sector schemes (including the LGPS) will need to be amended 
following the Supreme Court ruling restricting the Government from 
appealing the findings of the High Court. A consultation on remedies to the 
LGPS is expected later in 2020, but no amendment regulations are expected 
until 2021.

8.2.3 Cost Cap: There is currently a pause on determining resolution to the cost 
cap until such time as the cost of the resolution of McCloud is assessed. 
McCloud resolutions may increase the costs of the scheme such that no cost 
cap adjustment is required.

8.2.4 Fair Deal: The consultation on Fair Deal closed in April 2019. Any 
amendments to the regulations are not expected until early in 2020/21.

8.2.5 Exit Cap: The consultation on Exit Caps closed in July 2019. Any 
amendments to the regulations are not expected before April 2020 at the 
earliest.

8.3 Fund Policies

8.4 A report reviewing the full Fund Policy Document is presented as item 10 to 
this meeting’s agenda. 

8.5 Legal breaches recorded / reported during the quarter

8.5.1 All individuals with a role in the LGPS have a duty to report breaches of law 
to the Pensions Regulator when they have reasonable cause to believe that 
a breach of material significance has taken place. However, where a breach 
is not deemed material there remains a requirement to formally record the 
breach. To comply with this requirement the Fund maintains a register 
detailing every breach regardless of the size or extent of the breach.



8.5.2 In line with good governance and the Fund’s policy and procedure on 
reporting breaches of the law, Pensions Committee are advised quarterly of:

 all legal breaches, including those reported to the Pensions Regulator 
and those unreported, with the associated dates;

 details of what action was taken in relation to each legal breach, and 
the result of any action (where not confidential);

 any future actions for the prevention of the legal breach in question 
being repeated; and

 highlights of new legal breaches which have arisen since the previous 
meeting.

8.5.3 Breaches by employers relating to late payment of pension contributions and 
failure to provide the Fund with monthly member payroll data are presented 
in the Part 2 Monitoring Report to this Committee.

8.5.4 No legal breaches by the Fund are noted for the quarter and no breaches 
have been reported to the Pensions Regulator.

9.0 OPTIONS

9.1 Pensions Committee may either: 
 Note the information presented within this quarterly monitoring report 

or
 Request further information relating to the performance and 

monitoring of the Fund for the quarter to the end of December 2019.

10.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

10.1 Good governance and risk management will aid the Fund’s control costs and 
help achieve its defined actuarial 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 a direct 
impact on the Fund Employers’ revenue budgets.

11.0 LEGAL IMPLICATIONS 

11.1 The Recommendations are for noting and do not have direct legal 
implications. 

12.0 CONCLUSION

12.1 The total Fund value has fallen to £2,831m at 31st December 2019 (£2,879m 
at 30th September 2019).

12.2 The Fund return was 0.9% ahead of the fund-specific benchmark for the 
quarter (0.7%) excluding the notional value of the equity protection products, 



with the longer term of one, five and ten years outperforming their respective 
benchmarks, whilst over three years the return has fallen marginally behind 
the benchmark, at +6.9% compared to the benchmark of +7.2%. 

12.3 The Fund has experienced no breaches during the quarter that were 
considered sufficiently material to report to the Pension Regulator.

Julie Crellin 
Director of Finance (S151 Officer)

13th March 2020

APPENDICES

Appendix 1 Cumbria LGPS Risk Register (March 2020)
Appendix 2 YPS Performance 1st October 2019 to 31st December 2019
Appendix 3 Border to Coast UK Equity Proxy Voting Report 1st October 

2019 to 31st December 2019
Appendix 4 Border to Coast Global Equity Alpha Proxy Voting Report 1st 

October 2019 to 31st December 2019

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

NoHas this matter been considered by Overview and Scrutiny?
If so, give details below.

N/AHas an environmental or sustainability impact assessment been 
undertaken?

N/AHas an equality impact assessment been undertaken?

N.B. If an executive decision is made, then a decision cannot be implemented until the 
expiry of the eighth working day after the date of the meeting – unless the decision is 
urgent and exempt from call-in and necessary approvals have been obtained.

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

No previous relevant decisions.
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