
CUMBRIA PENSIONS COMMITTEE

Meeting date: 8th March 2018

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

CUMBRIA LOCAL GOVERNMENT PENSIONS SCHEME, FUND 
POLICY DOCUMENT ANNUAL REVIEW

1.0 EXECUTIVE SUMMARY

1.1 It is a regulatory requirement that Fund Policy documents are kept up 
to date. In addition to updates when required throughout the year, it is 
good practice for the Pensions Committee to formally review all 
aspects of management and governance of the Cumbria Local 
Government Pension Scheme (LGPS) at least annually. This report 
incorporates all changes to existing policies to reflect current 
circumstances and regulation changes in 2017-18.

1.2 During the year there were no substantive changes to the Policies in 
the Fund Policy Document prior to this general review. The Investment 
Strategy Statement (ISS) has been amended to further reflect the 
Fund’s alignment to the BCPP Ltd Responsible Investment policies, 
which do not conflict the Fund’s investment principles. 

1.3 The Admissions and Terminations policy has been amended to require 
all admission bodies to have a guarantor except where specifically 
agreed otherwise by the Fund. The policy has also been amended to 
provide the Fund with greater flexibility to respond to unexpected 
circumstances that may arise in respect of terminations. 

1.4 The Training policy has been updated to ensure continued compliance 
with the Pensions Regulators Code of Practice in line with the ongoing 
focus in the area of Member and officer training. The policy also 
acknowledges the requirement for the Fund as a collective to be able to 
demonstrate its expertise, experience and knowledge, such that they 
are capable of making investment decisions and understanding the 
nature of risks involved in the context the MiFID ii regulations.



2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The Fund must maintain and publish Fund Policies. Robust 
governance arrangements help to ensure good management of the 
Fund and help contribute to investment performance.  Investment 
performance will have a direct impact on the funding level of the Fund 
and therefore the employers’ contribution rates.  This will in turn 
impact on the Fund employers’ revenue budgets.

2.2 Each policy will be subject to an individual equality impact assessment 
as it is considered. There are no additional equality implications arising 
out of the recommendations of this report.

3.0 RECOMMENDATION

It is recommended that Members;

3.1 note the changes and content of the Fund Policy Document.

3.2 consider the Fund’s response to dealing with approaches from 
members of the public and interested groups in respect of the 
investment decisions made by the Fund.

3.3 approve the updated Training Policy and 2018/19 Training Plan. 

4.0 BACKGROUND

4.1 Management and governance of the Cumbria LGPS consists of two main 
elements – 

 managing the investments of the Fund, and
 administration i.e. dealing with Fund members and participating 

employers.

4.2 Implementation of the Public Service Pensions Act 2013 in April 2015 
provided a number of challenges for LGPS Funds including establishing 
Local Pension Boards, dealing with the new Scheme Advisory Board and 
adhering to the Code of Practice issued by the Pensions Regulator.

4.3 The Regulator issued a code of practice no. 14 – Governance and 
Administration of public Service Pension Schemes (the public service code) 
in April 2015.  The code provides scheme managers (the local administering 
authority) and pension board members with a summary of their key 
governance and administration duties, standards of conduct and practice 
expected in relation to those duties.

4.4 The code contains practical guidance in four core areas of fund governance 
and administration: governing your fund, managing risks, administration and 
resolving issues. This guidance has been considered when undertaking the 



annual review of the Fund Policies to ensure they comply with the code and 
meet the standards expected by the regulator. 

Changes to Policy Documents during the year:

4.5 The Fund Policy document is set out at Appendix 1 with changes to the 
document set out as highlighted text. This report seeks agreement for these 
changes. Where there is a section of the document that has not been 
amended, this has not been included in the appendix. 

4.6 Governance Policy Statement: The amendments made are minor and 
focus on improving the readability of the Statement. 

4.7 Administration Strategy: The strategy was previously reviewed in June 
2016, the amendments proposed are minor and generally focus on clarifying 
the different administration activities undertaken by either Your Pension 
Service (YPS) or the core pensions team.

4.8 Investment Strategy Statement: Some minor amendments to reflect 
updated information have been made to the ISS since its approval at the 
December 2016 Pensions Committee. 

4.9 In addition, following the presentation to the December Committee of the 
BCPP Ltd Responsible Investment Policy and Corporate Governance and 
Voting Guidelines, some minor amendments have been made to the 
appropriate sections of the Investment Strategy to further reflect our 
alignment to these BCPP Ltd policies, which do not conflict with the 
investment principles of the Fund. 

4.10 Section 4.7 of the Investment Strategy Statement (ISS) states that “The 
investment guidelines issued to managers of the Cumbria Fund’s 
investments stress the overriding importance of financial considerations in 
selecting investments. [Environmental, Social & Governance] issues can 
have a material impact on the value of financial assets and are considered 
across all asset classes where, in the view of the manager, such 
considerations may add to the risk of comparative under-performance 
perhaps because of change to the regulatory regime of an industry in which 
a particular company operates. Equally, where a manager has a view, that a 
positive social, environmental and ethical stance by a company will add to its 
relative performance; that would be an appropriate factor for the manager to 
take into account in stock selection. Where, however, two investments are 
evenly balanced ESG considerations could be a deciding factor.”

4.11 Additionally, the Fund’s Investment Beliefs (Annex A to the ISS) states that 
“we should continually consider all risks in our investment process by 
investing responsibly, including environmental, social and corporate 
governance factors.” and that “We will lead by example by ensuring we are 
an active shareholder and, where appropriate, utilising the scale of 
collaboration with other LGPS Funds.”



4.12 Consequently the Fund believes that the best way to influence policy change 
is not through disinvesting in certain products but through active 
management of it shares.

4.13 The Fund regularly receives correspondence from individuals or pressure 
groups requesting that the Fund disinvests from certain products, e.g. fossil 
fuels, arms manufacturing, tobacco etc. Asset allocation decisions are taken 
in the best long term interest of Fund employers and member beneficiaries. 
The position of the Fund is therefore that it invests to secure an appropriate 
risk based return and only if two investments are evenly balanced would 
ESG considerations become a deciding factor. 

4.14 Members may wish to consider if the Fund’s response to dealing with such 
correspondence remains appropriate or if the ISS should be amended. 

4.15 Cash Investment Policy: The amendments made are minor to update the 
working as holding limit figures.

4.16 Funding Strategy Statement: A full review of the Strategy was undertaken 
as part of the 2016 Triennial Actuarial Valuation process and approved by 
Pensions Committee in December 2016. This section therefore remains in 
place for the three year actuarial cycle and has therefore not been replicated 
in Appendix 1.

4.17 Admissions & Termination Policy: Fund officers have worked with Mercer 
Ltd to review and amend this policy. The main changes are to slightly 
change the emphasis regarding admissions to require all admission bodies 
to have a guarantor except where specifically agreed otherwise by the Fund; 
and to include wording in various places to give the Council more flexibility to 
deal with unexpected circumstances that may arise in respect of 
terminations.

4.18 Discretions Policy: Some minor amendments to this policy to update the 
circumstances under which Cumbria would consider the use of some of the 
discretions listed. In addition to which officers intend to bring the following 
discretionary policy for review to the June Pensions Committee meeting.

4.19 Training Policy and Plan: The Policy has been reviewed to ensure 
continued compliance with the Pensions Regulators Code of Practice in line 
with the ongoing focus in the area of Member and officer training, and to 
acknowledge the link to the requirement for the Fund as a collective to be 
able to demonstrate their expertise, experience and knowledge, such that 
they are capable of making investment decisions and understanding the 
nature of risks involved in the context the MiFID ii regulations. 

4.20 The December 2017 training needs assessment questionnaire was sent to 
all Member and substitutes Members of the Pensions Committee and the 
Members of the Local Pension Board. The completed responses have been 
collated and assessed and the training plan has been updated to reflect 
training needs identified by the evaluation questionnaires and with reference 
to the aims and objectives of the 2018/19 Business Plan (see Paper 15).



4.21 The main areas of focus identified as having a need for additional training in 
the coming year by either the Committee or the Board are shown below.

Training Topic
LGPS discretions policy and how these are operated in practice.
Roles and powers of the Pension Regulator, the Pensions Advisory 
Service and the Pensions Ombudsman.
Principles for Investment Decision Making and Disclosure.
Awareness of the Stewardship Code and how this links to shareholder 
engagement, responsible investing and the views of the wider community.
Gain an awareness of the actuarial considerations relating to employer 
movements, outsourcing and bulk transfers and the employer covenant.
Maintain an understanding of the limits placed on the Fund by regulations 
including MiFID ii and LGPS pooling.
General understanding of UK and EU procurement legislation and how this 
process and supplier risk management will function under LGPS Pooling.
How Pooling will impact on the monitoring of asset returns & performance 
and how the overall governance relationship between BCPP Ltd, the 
Administering Authority as a both shareholder and client will work in 
practice.
The impact of Cost Transparency regulations on LGPS Financial 
Accounts.
How the Pension Fund interacts with the taxation system in the UK and 
Overseas in relation to investments and benefits administration.
What AVC arrangements exist and the principles related to those 
arrangements.

4.22 As a number of the topics identified by the Committee were also highlighted 
by members of the Local Pension Board joint training sessions will be 
offered to all Members. 

4.23 In addition to the topics noted above there will be training sessions arranged 
as required on any emerging issues which in the upcoming year. These are 
expected to include aspects of the governance around LGPS Pooling, the 
Cost Transparency agenda and the forthcoming implementation of IORP II 
(Institutions for Occupational Retirement Provision) in 2019.

4.24 Policy and Procedure for Reporting Breaches of the Law: This section 
remains unchanged and has therefore not been replicated in Appendix 1.

5.0 OPTIONS

5.1 Pension Committee may decide to either accept the changes to the Fund 
Policies or to review and propose further amendments to the documents.

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 Achieving value for money should be and is an objective considered for the 
Cumbria LGPS as part of all policy reviews. Clearer, less bureaucratic 



policies and procedures aid in reducing administration costs. Additionally, 
adherence to regulatory and legislative requirements avoids potential 
expensive investigatory procedures and fines.

7.0 LEGAL IMPLICATIONS

7.1 The Administering Authority (i.e. the County Council) has various regulatory 
responsibilities to maintain and review policies in relation to its investment 
strategy and administration of the pension fund.  It is the responsibility of the 
Pensions Committee to consider and determine proposed changes to 
pensions policies.  

7.2 Under Part 2H of the Constitution 2.2 (e) provides that the Committee should 
annually review (as a minimum) and approve any amendments to the 
statutory policy statements as required by Local Government Pension 
Scheme Regulations.

7.3 Under Part 2H of the Constitution  2.2 (f) provides that the Committee should 
annually review the Investment Strategy Statement and oversee the 
performance of all investment managers in the delivery of the Investment 
Strategy.

7.4 Under Part 2H of the Constitution  2.2 (j) provides that it is a function of 
Pensions Committee to approve and annually review the Pension Fund's 
training policy to ensure those charged with the management of the Fund 
(members and officers of the County Council) are appropriately experienced 
and qualified.

8.0 CONCLUSION

8.1 Effective and up to date Fund Policies demonstrate the good governance of 
the scheme and helps members, employers, the administration providers 
(YPS) and the Administration Authority work together to fulfil their joint 
responsibilities in administering the Fund.  

J Crellin
Assistant Director – Finance (S151 Officer)

8th March 2018

APPENDICES

Appendix 1: Fund Policy Document March 2018

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.

NoHas an environmental or sustainability impact assessment been 
undertaken?

NoHas an equality impact assessment been undertaken?

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

No previous relevant decisions
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