
CUMBRIA PENSIONS COMMITTEE

Meeting date: 19th September 2017

From: Julie Crellin, Assistant Director - Finance 
(S151 Officer)

MONITORING REPORT FOR THE QUARTERS ENDED 31ST 
MARCH 2017 AND 30TH JUNE 2017 - PART 1.

1.0 EXECUTIVE SUMMARY

1.1.1 Following the adjournment of the Council AGM meeting on 18th May 
2017, the main political groups of the Council agreed that they were 
unable to move forward with discussions to form an administration 
until after the General Election, the Cumbria Pensions Committee 
scheduled for 13th & 14th June 2017 was cancelled. Relevant business 
that would have been considered at the June Pensions Committee has 
been included with the agenda of today’s meeting.

1.1.2 This detailed report advises Members of any material risk, 
administration, investment performance, governance, and policy 
issues of the Fund for the two quarters ending 31st March 2017 and 30th 
June 2017, 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 & Appendix 1): 

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. The likelihood of the risk relating to the implementation of 
the Markets in Financial Instruments Directive (MiFID ii) has reduced. In 
addition, comments associated with some of the risks have been 
amended to reflect the finalisation of the triennial actuarial valuation, 
the new financial year and other associated updates. 

1.3 Pensions Administration (Section 5): 

1.3.1 Performance from Your Pension Service (YPS) in 2016/17 exceeded 
the targets set for the service and there is continued progress in 
reviewing member data against the Guaranteed Minimum Payment 
Scheme.



1.3.2 There have been a number of employer movements between 1st 
January 2017 and 30th June 2017. In the first quarter of the calendar 
year, 5 employers joined the Fund and 1 left increasing the number of 
employers in the Fund to 132 at 31st March 2017.  In the quarter to 
30th June 2017, 1 employer left and 1 joined the Fund maintaining 
employer numbers at 132. 

1.4 Investment Management (Section 6):

1.4.1 The actuarial triennial valuation at 31st March 2016 assessed the Fund 
as being 91% funded based on the assumption that assets would 
increase in value by CPI+2% over the long term. As at 31st March 2017 
the fund has increased its funding level to 94.5%. It is considered that 
the funding assumption remains reasonable as a long term asset 
returns assumption.

1.4.2 Fund Investment Performance:- 

 The value of the Fund has increased by £93m to £2,423m over the 
quarter to 31st March 2017 (£2,330m at 31st December 2016). It 
should be noted that the presented Fund value is provisional 
whilst year-end processes are being completed. Material 
movements in the value of investments notified to the Fund by 
Investment Managers will be adjusted in the final year end 
position reported in the Accounts and Annual Report.

 The Fund value increased by a further £0.070m to £2,493m in the 
quarter to 30th June 2017. 

 The Fund’s provisional investment performance (net of fees) over 
the quarter ended 30th June 2017 was a return of 1.0% which was 
more than the fund-specific benchmark of 0.8% for the three 
month period. 

 One year provisional performance over the year to 30th June 2017 
is 13.5% (net of fees) which is ahead of the benchmark (12.7%).

 Three year provisional performance (11.2% per year net of fees) is 
ahead of benchmark (9.3%).  

 Over the longer term of ten years the Fund provisional return (net 
of fees) of 7.3% per year is above the Fund’s specific benchmark 
return of 6.7%.

1.5 Oversight & Governance (Section 7): 

1.5.1 The class action the Cumbria participated in against the Royal Bank 
of Scotland has been settled with Cumbria LGPS receiving £0.102m 
compensation.

1.5.2 There are no legal breaches to report and there were four Fund 
discretions applied during the quarter.

1.5.3 Following a competitive tender process DLA Piper UK LLP have 
retained the contract for specialist Legal Services   for the Fund. The 



new contract will be effective from 1st June 2017 for a period of 3 
years with the possibility of extending by a further 2 years.

1.5.4 The Fund is currently jointly tendering with Lancashire Pension Fund 
for the provision of Actuary Services as the current contract ceases 
on 30th September 2017.

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

1.6.1 There have been no new policies or regulations implemented relating 
to the LGPS since Pension Committee met in March 2017, neither 
have there been any updates to the Fund’s policies.

1.6.2 The Fund is working with YPS to ensure appropriate arrangements 
are in place to comply with new legislative requirements from May 
2018 relating to General Data Protection Regulations.

1.6.3 A report has been prepared for the Scheme Advisory Board (SAB) and 
the Department for Education (DFE) by PricewaterhouseCoopers 
setting out considerations for academies in the LGPS. Whilst this 
does not make any recommendations this is a developing policy area 
that officers will keep the Committee appraised of. The Committee 
may be required to consider the implications of future policy changes 
in this area and the potential impact this may have on the Fund.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 Good governance and risk management will aid the Fund in controlling 
costs and achieving its required 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. 

2.2 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.

2.3 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; 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.

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



3.0 RECOMMENDATION

It is recommended that the Pensions Committee:

3.1 Receive and note the monitoring of the Fund for the period from 1st 
January 2017 to 30th June 2017.

3.2 Approve applications to join the Fund from Orian Solutions relating to 
their contract for the provision of cleaning services at Queen Elizabeth 
Grammar School and SLS Cumbria Ltd relating to their contract for the 
provision of cleaning services at Arnside Academy.

3.3 Increase the 2017/18 Fund budget from £5.784m to £5.814m to account 
for £0.030m of re-profiled costs associated with the development of 
BCPP Ltd.

3.4 Continue with the current practice of delegating discretionary power 
associated with the payment of death grants to the S151 Officer in 
consultation with the Pensions Committee Chair and Vice Chair.

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. 
It should be noted that the Risk register contained in the Annual Report and 
Accounts is an extract as at March 2017.

4.1.1 The current risk register at September 2017 is presented at Appendix 1 to 
this report and there are no risks assessed as Red (6 Amber and 16 Green). 
The scoring of one risk has been amended this quarter.

 Risk 4.4 - MiFID ii - Reduction in likelihood of occurrence score from 
3 to 2.
In July 2017 the Financial Conduct Authority (FCA) released final 
details of the opt-up procedures for Local Authorities (including LGPS 
Funds). These are less onerous than was originally proposed leading 
to a reduction in the risk score. Details of MiFID II are presented in a 
separate paper elsewhere on this meeting’s agenda.

4.1.2 In addition to the revised risks detailed above, the comments associated with 
some of the risks have been amended to reflect the finalisation of the 
triennial actuarial review, the new financial year and other associated 
updates. 

4.1.3 The risk register at March 2017 noted that Audit & Assurance Committee 
were planning to undertake a “deep dive” into the wider Council risk 
regarding cybercrime and the mitigating factors from this risk may be 



updated subsequent to the outcomes of this review. Currently the Corporate 
Risk Register scores the risk of cybercrime as a likelihood of 3 with an 
impact of 5. These scores have been reflected in the Cumbria LGPS risk 
register.

5.0 PENSIONS ADMINISTRATION

5.1 YPS Performance

5.1.1 To enable the Committee to perform appropriate governance and oversight 
of the Fund Administration, the report detailing the annual Performance 
Report of the functions delegated to Lancashire CC and undertaken by YPS 
on behalf of Cumbria to 31st March 2017 is attached at Appendix 2.

5.1.2 During the year ended 31st March 2017 all LGPS administration performance 
targets were met and an overall performance level of 98% (against a target 
of 90%) was achieved.

5.1.3 Additionally, the performance report for the quarter to 30th June 2017 has 
been attached at Appendix 3. This report indicates a continuation of above 
benchmark performance for the administration of the Fund.

5.1.4 In addition to the industry standard indicators provided, from 2017/18 the 
YPS Performance Report has introduced 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. 
This period is currently averaging 43 days. This period can be influenced by 
response times from the individual, the employer and YPS. While YPS 
cannot control all these elements, monitoring the complete cycle is more 
representative of the client experience. Such indicators will help to inform the 
Fund of where any systematic blockages are occurring and thereby where to 
direct resources aimed at improving our members’ experience.

5.1.5 Local Pensions Partnership (LPP) which governs the YPS service, is in the 
process of restructuring its administrative functions and is expecting to 
implement the new structure from April 2018. Assurance has been received 
from LPP that no performance issues are expected during this transition and 
a pensions administration team will remain based in Preston.

5.2 Guaranteed Minimum Pension Reconciliation Update

5.2.1 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. 

5.2.2 Following a review of all pensioner records, 8,151 queries were identified for 
review and, of these, at 30th June 2017 2,051 records are still to be 
reviewed. To date 38 underpayments (average value £238) and 59 
overpayments (average value £1,011) have been identified. In line with 



Government guidance received on underpayments, corrective action has 
already been taken and arrears have been paid to members.

5.2.3 As agreed by Pension Committee in December, the overpaid pensions were 
reduced to the correct payments following appropriate communication with 
the affected pensioners. No specific issues from affected pensioners have 
arisen as a result of these pension reductions. The Fund is awaiting further 
national guidance in respect of the treatment of the accrued overpayments 
to date.

5.2.4 All public sector pension funds will be affected by the Government guidance 
and it is anticipated that all these funds will take similar action.

5.3 Employer Issues to 31st March 2017

5.3.1 One employer, Barrow Blind Society, left and 5 employers joined the Fund in 
the quarter to 31st March 2017.

5.3.2 There were two academy conversions in the quarter to 31st March, one of 
which will operate under an existing Multi Academy Trust (and is therefore 
not classified as a new employer). 

5.3.3 There continues to be enquires from Town or Parish Councils considering 
using the Cumbria LGPS to fulfil their duties to provide access to pension 
arrangements under Automatic Enrolment requirements. Whilst Officers are 
not authorised to provide financial advice to employers, an explanation is 
given as to the potential implications and risks of becoming an employer in 
the LGPS. These enquiries led to Egremont Town Council joining the Fund 
in the period to 31st March 2017.  

5.3.4 Three previous applications were finalised in the quarter to 31st March 2017 
and the employers admitted to the Fund. These were Caterlink (West 
Lakes), Carlisle Mencap (2 contracts).

5.4 Employer Issues to 30th June 2017

5.4.1 The Riverside Group left the fund in April 2017 and their exit was certified by 
the Actuary in July. Carlisle College merged with Newcastle College Group 
on 1st April 2017. The Secretary of State granted a direction order to move 
their members to the Tyne & Wear Fund, and actuaries representing both 
Funds are currently working on the asset transfer valuation. 

5.4.2 Whitehaven Town Council joined the Fund during the quarter to 30th June 
2017. 

5.4.3 There were no Academy conversions in the quarter to 30th June, but a 
further 12 maintained schools are understood to be considering conversion. 
There are nine Multi Academy Trusts (MAT) in operation within Cumbria, 
and 6 have elected to operate their academies under the Trust as a single 
employer thus sharing risks across the pool of their academies. One of the 
MATs has an imminent academy conversion of a Northumberland School 



and has applied for a direction order from the Secretary of State to move the 
members from Northumberland Fund to the Cumbria Fund.

5.4.4 There have been two new applications to join the fund. One application is 
from Orian Solutions relating to their contract with Queen Elizabeth 
Grammar School and the other is from SLS Cumbria Ltd relating to their 
contract with Arnside Academy.  

5.4.5 The various employer movements result in there being 132 employers in the 
Fund at 31st March 2017 and also at 30th June 2017 compared to 128 as at 
31st December 2016.

5.5 Fund discretions applied

5.5.1 During the six months to June 2017 there have been four administering 
authority discretions exercised, three in relation to payment of death grants, 
and one granting a late transfer request.

5.5.2 With the appointment of the new Pensions Committee from June 2017, it is 
noted that the Committee is recommended to agree to continue with the 
current practice of delegating discretionary power associated with the 
payment of death grants to the S151 Officer in consultation with the 
Pensions Committee Chair and Vice Chair.

5.6 Pensions Ombudsman Appeals

5.6.1 Investigations into two appeals submitted by members to the Pensions 
Ombudsman continued during the period.  One case relating to recovery of a 
pension overpayment has now been concluded in favour of the Fund.  The 
other case is ongoing at the time of writing, awaiting the complainant’s 
comments on the Ombudsman’s opinion issued recently. 

5.7 Independent Dispute Resolution Service (IDRS)

5.7.1 In August 2017, the Fund was notified of the Government’s decision for the 
Pensions Ombudsman Service (TPOS) to, at some point in the future, take 
over the informal dispute resolution service currently provided by the 
Pensions Advisory Service (TPAS). 

5.7.2 All Funds were given the opportunity to comment on the proposed transfer. 
The Pensions Committee Chair responded to this request stating: 

 
“Thank you for providing us with the opportunity to comment on the proposal 
for the Pensions Ombudsman Service (TPOS) to take over the informal 
dispute resolution service (IDRS) currently provided by the Pensions 
Advisory Service (TPAS).

“Cumbria Pension Fund considers that the transfer of IDRS work to the 
TPOS has the potential to be beneficial to users of the service as the 
potential for conflicting advice would be reduced in ambiguous areas such 
as the recovery of overpayments and discretionary regulations.



“However, it is unclear at present as to how the TPOS would ensure it was 
not conflicted in providing informal advice on a case and then acting as an 
independent arbiter in formal proceedings. This would require careful 
consideration and it would be helpful if you could provide assurance as to 
how appropriate segregation would be enforced.”

6.0 INVESTMENT MANAGEMENT

6.1 Actuarial Valuation and Funding Position

6.1.1 While full actuarial valuations are undertaken on a triennial basis, for 
management planning purposes only, indicative estimates of the funding 
level are carried out by the Actuary on an annual basis. The funding level for 
the whole Fund was calculated at 91% at 31st March 2016 based on the 
assumption that asset values would increase in the long term by CPI +2% 
from the valuation date. Based on this continued assumption the actuarial 
valuation had increased in value to 94.5% at 31st March 2017 due 
predominantly to higher than expected investment asset growth during the 
year. 

6.2 Asset allocation changes

6.2.1 The Pensions Committee is responsible for approving the investment 
strategy and the target asset allocations for the Fund. The Investment Sub-
Group is then responsible for the implementation of these.

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

6.3 Fund Performance

6.3.1 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, 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.    

6.3.2 The Fund’s assets increased in value by £93m from £2,330m at 31st 
December 2016 to £2,423m at 31st March 2017 predominately due to asset 
performance. The Fund’s assets increased by a further £70m to £2,493m in 
the period to 30th June 2017. This was predominately due to a number the 
larger Fund employers electing to pay their 3 year historic deficit 
contributions upfront for the period of this valuation and also 3 employers 
(including the County Council) paying their 2017/18 estimated future service 
contributions in advance.
 

6.3.3 2016/17 Annual Performance – The Fund investment performance over the 
year to 31st March 2017 was a return of 19.2% (net of fees) which represents 
and outperformance of 1.6% compared to the Fund specific benchmark of 



17.6% for the period. The strong annual performance has mainly come from 
Aberdeen’s direct property portfolio and the opportunistic and infrastructure 
investments. The UK equity portfolio and both the global equity portfolios 
returned strong absolute returns over the twelve months but all have lagged 
their benchmarks in a period of volatility in global equities.

6.3.4 As at 31st March 2017, the three year performance of the Fund was an 
average annual increase of 11.9% (net of fees) outperforming the bespoke 
benchmark of 9.9%.  Over the previous 10 year period, the Fund returned 
7.4% growth per year (net of fees) - above the benchmark of 6.8%.

6.3.5 Quarterly Performance to 30th June 2017 - Investment performance of the 
Fund for the period to 30th June 2017 was positive, with the Fund return of 
1.0% (net of fees) outperforming the benchmark of 0.8%. Contributions 
came from Schroders UK equity portfolio and Loomis Sayles high conviction 
global equity portfolio. Lagging it’s benchmark for the quarter was Nordea, 
the low volatility global equity portfolio.

6.3.6 As at 30th June 2017, the Fund delivered return over the past 12 months of 
13.5% (net of fees) which represents and outperformance of 0.8% compared 
to the Fund specific benchmark of 12.7% for the period. The Fund 
experienced three year performance of an annual increase of 11.2% (net of 
fees) outperforming the bespoke benchmark of 9.3%.  Over the 10 year 
period, the Fund returned 7.3% growth per annum (net of fees) - above the 
benchmark of 6.7%.

31st March 2017 30th June 2017
Cumbria 

Performance
Bespoke 

Benchmark
Variance to 
Benchmark

Cumbria 
Performance

Bespoke 
Benchmark

Variance to 
Benchmark

1yr performance 19.2% 17.6% +1.6% 13.5% 12.7% +0.8%
3yr performance 11.9% 9.9% + 2.0% 11.2% 9.3% + 1.9%
10yr performance 7.4% 6.8% + 0.6% 7.3% 6.7% + 0.6%

6.4 Investment Strategy Review

6.4.1 Following a competitive tendering process, Cumbria LGPS appointed Mercer 
Ltd to undertake a review of the Fund’s Investment Strategy. The 
recommendations from this review are presented elsewhere on this 
meeting’s agenda.

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 The Pensions Committee were originally advised in September 2013 that the 
Pension Fund had joined a class action against the Royal Bank of Scotland 
(RBS) in an attempt to recover losses incurred due to an alleged material 
mis-statement by executives at RBS regarding the company’s true exposure 
to sub-prime debt and fraudulent inflation of asset valuations. As this came 
to light in late 2008 / early 2009, the market value of RBS stocks fell and the 
company subsequently reported losses of £28bn - the largest ever full-year 
net loss for a UK company.

7.2.2 Prior to joining the action, detailed risk assessments had been carried out by 
the class action service provider and external legal advice was taken by the 
Fund. It was considered that there were ‘no substantial risks’ involved in 
participating, and the Fund should try and recoup some of the losses 
incurred to the Fund. 

7.2.3 Regular updates on progress with this class action have been provided to 
the Pensions Committee. In December 2016, it was verbally reported that a 
formal Settlement Offer had been received via Stewarts Law, the UK law 
firm handling the case on behalf of the claimant group. Claimants voted to 
accept the offer and, following final verification of claims, Cumbria LGPS 
was given a final settlement figure of £0.102m. This payment was received 
on 27th April 2017 bringing this case to a conclusion. 

7.2.4 In addition to the RBS settlement, further income from class action cases of 
$0.056m was received in the period from 1st January 2017 to 30th June 
2017, with $0.019m of this relating to Regions Financial Corporation, 
$0.025m to Weatherford International and a further $0.012m on other 
smaller settlements. 

7.3 Shareholder Voting

7.3.1 The detailed PIRC quarterly reports for the period 1st January to 31st March 
2017 and 1st April 2017 to 30th June 2017 are attached at Appendices 4 and 
5 respectively. In summary, over these periods PIRC exercised shareholder 
votes at 37 UK AGMs and 5 UK EGMs on the Fund’s behalf, with a total of 
816 votes cast by PIRC.  Of these 602 votes were ‘for’ the respective 
Board’s proposals; 174 ‘opposed’; and there were 40 ‘abstentions’. 

7.3.2 There were five ‘notable’ resolutions during the quarter to 31st March i.e. 
where the oppose vote was at least 10%. At the SVG Capital AGM 28.2% 
voted against approval of the remuneration report due to the excessiveness 
of the variable pay arrangements of the CEO. The other notable votes also 
referred to re-election of directors for lack of independence.

7.3.3 The majority of companies have their AGM between April and June and this 
results in more activity reported by PIRC in this quarter. During this period, 
there were 41 ‘notable’ resolutions, eleven being remuneration related. PIRC 
conduct an extensive case by case analysis of these resolutions. 

7.3.4 At the Astrazeneca meeting the remuneration report was approved,  despite 
38% (including PIRC) opposing approval due to the excessive CEO’s salary, 
which was in the upper quartile of a peer comparator group. Whereas at the 



Pearson AGM, PIRC voted ‘for’ the remuneration report as it did not deem 
the CEO’s variable pay to be excessive and the change over the last five 
years was commensurate with the changes in the company’s performance 
over that time. Whilst PIRC voted ‘for’ this resolution, the report was 
opposed by 61% of shareholders, and therefore not approved.

7.3.5 PIRC approved remuneration reports at six company AGMs during the 
period January to June 2017, and opposed/abstained at the other 31 
meetings. Companies are required to present their remuneration policy to 
their AGM every three years for a shareholder vote and PIRC opposed or 
abstained from approval of all such policies.

7.3.6 A shareholder resolution was tabled at the Royal Dutch Shell AGM in May.  
This resolution requested that Shell set and publish targets for reducing 
greenhouse gas emissions that are aligned with the goal of the Paris Climate 
Agreement to limit global warming to below 2 degrees. The Company 
argued that putting in place targets would force them to cut production and 
put them at a competitive disadvantage, and therefore be strategically and 
commercially unwise. PIRC considered the resolution was not unduly 
prescriptive and would allow the Board discretion in interpreting its scope 
and application. Consequently PIRC voted ‘for’ the resolution on the Fund’s 
behalf. However, the resolution was rejected having been opposed by 89% 
of shareholders.  

7.3.7 Legal and General (L&G) manage all elements of the passive equity portfolio 
on behalf of the Cumbria LGPS including voting at shareholder meetings. 
L&G’s new UK voting policy for 2017 reflect a strengthened stance on the 
topic of remuneration, and their objective of achieving a minimum of 30% 
women on the Board of FTSE 350 companies by 2020.  During the period 
from 1st January to 30th June 2017 L&G registered 300 oppose votes, 
including 135 on remuneration related resolutions. They ranked second out 
of the world’s top 50 largest asset managers, by the Asset Owners 
Disclosure Project, for managing climate change within their portfolios.

7.3.8 The voting and engagement activity of the global equity managers Nordea 
and Loomis Sayles were reviewed during the period, with no notable items 
to be brought to the Committee’s attention.

7.3.9 PIRC have published their UK Shareholding Guidelines for 2017 and the 
PIRC Annual Corporate Governance Review 2016. Both documents are 
available for review upon request. Key issues for the 2017 season include 
cyber security and the Parker Review on ethnic diversity.
    

7.3.10 LAPFF (Local Authority Pension Fund Forum) have continued with their 
active engagement over the period, and attended eight AGMs. Key areas of 
focus for LAPFF are remuneration and climate change. 

7.3.11 Durham Pension Fund have joined LAPFF meaning all partner Funds within 
the BCPP (Border to Coast Pensions Pool) are now members of LAPFF. 

7.3.12 In February 2017, LAPFF issued a briefing note to member funds 
highlighting concerns over the proposed Tesco/Booker merger. Cumbria 



Pension Fund raised these concerns with L&G and Schroders, who both 
held shares in Tesco. Both managers reassured the Fund that they had 
similar concerns, and were engaging with the companies on this matter. This 
proposed merger has now been referred to the Competition and Markets 
Authority for an in-depth investigation.

7.3.13 Additionally, LAPFF supported the Financial Stability Board’s Task Force on 
Climate Disclosure’s report and recommendations, announced a partnership 
with the 50/50 Climate Project and signed a joint letter with 200 global 
investors urging the G7 to stand by the Paris Agreement. LAPFF also 
supported the Parker Review on ethnic diversity on Boards and responded 
to the Green Paper on Corporate Governance.

7.4 Global Tax Recovery

7.4.1 During the period from 1st January 2017 to 30th June 2017 there were no 
withholding tax (WHT) repayments and no significant updates to report on 
the status of the outstanding tax claims  We continue to pursue Fokus Bank 
claims (recovery of withholding taxes levied by EU Member States), in three 
countries, namely Italy, Germany and France.     

7.5 Legal Services Contract

7.5.1 Following a competitive tender process, the contract with DLA Piper UK LLP 
has been renewed to for the provision of specialist Legal Services advice to 
Cumbria LGPS. This contract was evaluated with the support of the 
Council’s Legal Services Team. The contract became effective on 1st June 
2017 and is for a period of 3 years with the option to extend for a further 2 
years.

7.5.2 Legal costs incurred by Cumbria LGPS are based on the volume of work 
undertaken. This workload has reduced in recent years due to the transfer of 
skills and knowledge to the Pensions team. Whilst dependent upon the 
throughput of work, it is expected that the cost of legal services support to 
the LGPS will not exceed the budget approved by Pensions Committee in 
March 2017.

7.6 Actuarial Services Contract

7.6.1 As is common practice, the current contract with Mercers for the provision of 
actuarial services to the Fund was to cover two valuation processes, 2013 
and 2016 and as such is due to expire on 30th September 2017. 

7.6.2 When last procured, the LGPS National Framework for actuarial services 
was not available and so to secure competitive pricing through leveraging 
economies of scale, the current contract was jointly tendered with the 
Lancashire and Liverpool Pension Funds. 

7.6.3 Cumbria Pension Fund contributed to the development of the Actuarial, 
Benefits and Governance Consultancy Services Framework which was 
launched in 2016. Using a Framework agreement reduces the time and cost 
associated with the procurement process by offering a facility that has 



already been competitively tendered. It aims to deliver access at the best 
possible price to high-quality, efficient and effective actuarial and benefit 
consultancy services for all LGPS administering authorities and any of their 
participating employing authorities.

7.6.4 Cumbria County Council and Lancashire County Council as the 
Administering Authorities for the respective Pension Funds have agreed to 
use the National Framework to jointly tender for these services for a six year 
period (i.e. two triennial valuation periods) from October 2017 to September 
2023 to take the opportunity of leveraging economies of scale to secure 
competitive rates. Whilst the contract is being tendered jointly, each Council 
will have their own separate contract with the same winning bidder.

7.6.5 The framework sets a maximum cost that can be charged by the providers to 
any Fund using the framework, but they do not set a minimum. Therefore 
there is scope for individual Funds (or collaborations) to secure lower prices 
due to scale and to flex the focus they place between quality, service fit and 
price within the scoring methodology of the tenders.

7.6.6 Pensions Committee will be advised of the outcome of the procurement 
process for this contract at December’s meeting. 

7.7 2017/18 Budget

7.7.1 In September 2017, Pensions Committee approved a budget of £0.350m as 
the Fund’s share of development costs for BCPP, subject to DCLG support 
to proceed with the business case for BCPP. This budget was profiled to 
project £0.050m of expenditure in 2016/17 and £0.300m in 2017/18.

7.7.2 In March 2017, Pensions Committee reviewed the forecast 2016/17 outturn 
position for the Fund. This forecast included expenditure of £0.050m on the 
development of BCPP. The final expenditure on BCPP in 2016/17 can now 
be confirmed as £0.020m with the difference between this and the forecast 
presented to Committee in March being due to the timing of expenditure. It is 
consequently recommended that Pensions Committee carry forward the 
2016/17 underspend on this budget line and increase the 2017/18 budget by 
£0.030m to account for the reprofiled expenditure for BCPP development.

7.7.3 This reprofiling of the BCPP development budget would increase the Fund’s 
total 2017/18 budget from £5.784m to £5.814m.

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 that will impact on the 
LGPS.

8.1.2 There have been no policy or regulatory changes relating to the LGPS 
during the period from 1st January 2017 to 30th June 2017.



8.1.3 On 31st May 2017, PricewaterhouseCoopers (PwC) published a report to the 
Scheme Advisory Board (SAB), in conjunction with the Department of 
Education (DFE), reviewing current issues faced by the LGPS in relation to 
academies. The review identifies three broad types of alternative 
approaches to resolving these issues:

 Improving LGPS processes, IT and guidance

 Using new regulations to implement changes within the LGPS

 Implementing changes outside the LGPS

8.1.4 As instructed by the Scheme Advisory Board (SAB) the report did not make 
any formal recommendations nor did it set out a timeframe for change. The 
report is presented in full in Appendix 6. Members will be briefed on 
development of any potential scheme changes at future Pensions 
Committee meetings.

8.1.5 Further to the publication of this report, the SAB have issued a consultation 
on draft objectives covering the development of options for academies being 
progressed. The proposed objectives are to:

 Protect the benefits of scheme members through continued access to 
the LGPS

 Ring fence local tax payers and other scheme employers from the 
liabilities of the academy trust sector

 Improve the efficiency and effectiveness of administrative practices

 Increase the accuracy and reliability of data.

 In achieving the above the SAB have proposed that any options for 
changes should not:

 Significantly alter cash flows at the fund level

 Significantly alter assets at the pool level.

8.1.6 The Fund will e-mail a draft response to Members of the Committee for their 
comment and respond to this consultation before the deadline of 29th 
September 2017. 

8.2 Fund Policies

8.2.1 There have been no updates to Fund Policies since the previous monitoring 
report presented to Pensions Committee in March 2017. 

8.3 General Data Protection Regulation (GDPR) Compliance



8.3.1 The Cumbria Pension Fund holds and processes significant amounts of 
personal data relating to its members. As a matter of good governance it is 
important that member data is safeguarded. There is already a legal 
obligation on Cumbria County Council as the Administering Authority of 
Cumbria Pension Fund to keep member data secure, but new EU legislation 
will come into effect from 25th May 2018 that will have a significant impact on 
the duties of the Council to protect this data.

8.3.2 The government have confirmed that, despite the UK enacting Article 50 to 
leave the European Union, the GDPR will still be enforceable in the UK from 
next May. Failure to comply with the regulations may result in a fine of up to 
€20 million.

8.3.3 In addition to the work being undertaken to ensure data across the Council is 
appropriately safeguarded, a formal request has been made to the Local 
Pensions Partnership to outline how they will be demonstrating compliance 
with the GDPR for data held on behalf of the fund by Your Pension Service 
(YPS). 

8.3.4 Pensions Committee will continue to be appraised of the progress towards 
ensuring the Fund meets the requirements of GDPR and the monitoring of 
compliance with the regulation at future meetings.

8.4 Markets in Financial Instruments Directive II (MiFID II)

8.4.1 A separate paper relating to MiFID II is included elsewhere on this meeting’s 
agenda. 

8.5 Code of Transparency

8.5.1 The move toward investment fee transparency and consistency is 
considered to be an important factor in the LGPS being perceived as a value 
led and innovative scheme. Investment managers have been asked to sign 
up to a voluntary Code of Transparency. By signing up to this code 
managers will be demonstrating their commitment to transparent reporting of 
costs. 14 managers have signed up to date covering 30% of assets within 
the LGPS. From a Fund perspective Legal & General passive manager 
(36.6% of the Fund’s assets) has signed up to the Code. Early discussions 
with other managers have indicated that they also intend to support the 
Code.

8.5.2 Managers who sign up to the Code are expected to complete a standardised 
template exposing the full cost of their services. To protect commercially 
sensitive information, managers can insist on non-disclosure agreements 
with the content of their return. 

8.5.3 The Scheme Advisory Board (SAB) will check compliance with the Code and 
provide aggregated analysis of results. Whilst it is important to understand 
the charges levied by investment managers, the key consideration of the 
Fund should continue to be risk adjusted return net of fees paid.

8.6 Other Regulatory Changes



8.6.1 Regulatory changes pertinent to employers within the LGPS were reported 
to the Committee in the March 2017 meeting. Officers will continue to 
monitor the progress, but can report that to date there has been no further 
developments in any of the following areas:

 Public Sector Exit Payment Restriction regulations 
 Public Sector discretionary exit payment lump sums.
 Public Sector recovery of exit payment regulations (a.k.a. the 

‘clawback’ regulations) 
 Development of an insolvency regime for the further education and 

sixth-form sector

8.7 Legal breaches recorded / reported during the quarter

8.7.1 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. Where a breach is not 
deemed material there remains however a requirement to formally record 
the breach.

8.7.2 This section of the report sets out, on a quarterly basis, all new breaches 
(reported or otherwise) identified during the quarter.

8.7.3 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 breaches, including those reported to the Pensions Regulator and 

those unreported, with the associated dates;
 in relation to each breach, details of what action was taken and the 

result of any action (where not confidential);
 any future actions for the prevention of the breach in question being 

repeated; and
 highlights new breaches which have arisen since the previous 

meeting.

8.7.4 There are no breaches to report for the period from 1st January 2017 to 30th 
June 2017.

8.7.5 Whilst Cumbria Pension Fund had no breaches to report, it is worthy of note 
that in July 2017, the Pensions Regulator (tPR) levied its first fine against a 
public service pension scheme. London Borough of Barnet as scheme 
manager of the Barnet Pension Fund was fined £1,000 for failure to submit a 
Scheme Return by the date specified in the Scheme Return Notice. This fine 
highlights the new and active role that the regulator is undertaking in regards 
to public sector pension schemes.

8.7.6 Up-to-date and accurate data is essential to enable tPR to carry out its 
functions effectively. The Scheme Return requests up to date contact details 
for a scheme’s trustees or managers and employers. This information is also 
shared with the Pension Tracing Service so members can search for and 
secure their pension benefits.



8.7.7 The regulatory intervention report explained that completion of the Scheme 
Return is “a basic administrative responsibility” and “if it is not 
submitted…this may signal further governance and administration problems 
within the scheme”. Good scheme governance is a key factor to achieving 
positive outcomes for members, and tPR’s action was considered to 
increase the likelihood of achieving this. Scheme Returns give tPR an 
understanding of the pensions landscape which enables them to identify 
risks and education initiatives and to formulate policy.

8.7.8 It should be noted that Cumbria Pension Fund is expecting to be advised of 
its next Scheme Return submission date in September with the submission 
due in October. The Fund has processes in place to ensure returns such as 
these are completed in advance of the required timescales.

9.0 OPTIONS
9.1 To note or request further information on the investment performance of the 

Fund in the quarters to the end of March 2017 and the end of June 2017 and 
other monitoring areas detailed in the report.

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 Under Part 2H of the Constitution 2.2 (b) provides it is a function of the 
Committee to submit reports to the Council (as a minimum three times a 
year) updating it on the governance, risk monitoring and performance of the 
Pension Fund following meetings of the Committee.

12.0 CONCLUSION

12.1 The total Fund value increased from £2,330m at 31st December 2016 to 
£2,423m at 31st March 2017. This has increased further to £2,493m as at 
30th June 2017.

12.2 The Fund outperformed the respective fund-specific benchmark for the three 
month, three year and ten year periods as at both the end of the 2016/17 
financial year and at quarter ended 30th June 2017.

Julie Crellin 

http://www.thepensionsregulator.gov.uk/docs/regulatory-intervention-section-89-london-borough-of-barnet.pdf


Assistant Director - Finance (s151 Officer)
19th September 2017
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