
CUMBRIA PENSIONS COMMITTEE

Meeting date: 12th June 2018

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

MONITORING REPORT FOR THE QUARTER ENDED 31ST  
MARCH 2018 – PART 1

1.0 EXECUTIVE SUMMARY

1.1.1 This detailed report advises Members of any material risk, 
administration, investment performance, governance, and policy 
issues of the Fund for the quarter ending 31st March 2018, 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. 

1.2.3 A new risk has been introduced to the register associated with the 
communication of information to Scheme Members.

 
1.2.4 Due to performance issues since April within YPS, the likelihood of a 

risk associated with a failure in administration processes has been 
increased. 

1.2.5 Risks associated with having an insufficiently flexible investment 
strategy, the impact of a significant financial downturn affecting 
employer contributions and conflicts of interest have all been assessed 
as reducing since the previous quarter.

1.2.6 In addition, comments associated with some of the risks have been 
amended to reflect preparation for the 2019 actuarial valuation and 
other associated updates. 



1.3 Pensions Administration (Section 5): 

1.3.1 Performance from Your Pension Service (YPS) exceeded the targets 
set for the service in the quarter to 31st March 2018 and for the 
2017/18 financial year. Performance has fallen since April and Officers 
are providing robust scrutiny and challenge to the recovery plan of 
YPS to ensure that the effect on scheme members and employers is 
minimised.

1.3.2 There has been continued progress in reviewing member data as part 
of the Guaranteed Minimum Pension reconciliation.

1.3.3 There have been six employer movements (one joining and 5 leaving) 
in the quarter to 31st March reducing the number of employers in the 
Fund from 132 to 128.

1.4 Investment Management (Section 6):

1.4.1 Fund Investment Performance:- 

 The value of the Fund has decreased by £37m to £2,563m over the 
quarter to 31st March 2018 (£2,600m at 31st December 2017). 

 The Fund’s investment performance (net of fees) over the quarter 
ended 31st March 2018 was a return of -1.5% which was 
marginally above the fund-specific benchmark of -1.8% for the 
three month period. 

 One year performance over the year to 31st March 2018 is 4.2% 
(net of fees) which was in line with the benchmark.

 Three year performance (8.2% per year net of fees) is ahead of 
benchmark (6.9%). 

 Over the longer term of ten years the Fund return (net of fees) of 
7.8% per year is above the Fund’s specific benchmark return of 
7.3%.

1.5 Oversight & Governance (Section 7): 

1.5.1 There was one legal breach reported to the Pension Regulator during 
the quarter to 31st March 2018 and three Fund discretions applied - all 
relating to the payment of death grants.

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

1.6.1 In May 2018, LGPS Pension Regulations were amended to enable the 
early release of pension benefits for those members who left the 
scheme prior to 1st April 2014. Amendments to the 1997 and 2008 
regulations will now enable deferred members access to their 
actuarially reduced pension from the age of 55 without the need for 
employer consent.

1.6.2 The Fund is continuing to work with YPS to ensure appropriate 
arrangements are in place to comply with new legislative 



requirements from May 2018 relating to General Data Protection 
Regulations.

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 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.

2.4 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 performance and monitoring of the Fund for the 
period from 1st January 2018 to 31st March 2018.

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. 

4.1.1 The current risk register at June 2018 is presented at Appendix 1 to this 
report and there are no risks assessed as Red (4 Amber and 19 Green). 
This quarter the scoring of one risk has been increased, the scoring of three 
risks has been reduced and one new risk has been introduced to the 
register.

 Risk ref 1.4: Administration process failure / maladministration 



Impact of occurrence score 3
Likelihood of occurrence score 3 (Increased from 2)
Revised Risk Score  9 (Amber – increased from Green) 

Pensions Committee are advised within this report of a reduction in 
performance within YPS since a restructure in April. Officers are 
actively and robustly challenging YPS with regard to the recovery plan 
for these services. Whilst this decline in performance standards is 
expected to be temporary, the likelihood of this risk occurring has 
been increased from 2 (unlikely) to 3 (possible).

 Risk ref 3.1: Investment Strategy insufficiently flexible to exploit 
market opportunities 
Impact of occurrence score 3 
Likelihood of occurrence score 2 (Decreased from 3) 
Revised Risk Score  6 (Green - reduced from Amber) 

A report is being presented to Pensions Committee at this meeting to 
recommend supporting amendments to the Constitution including the 
Terms of Reference to the Pensions Committee, Investment Sub 
Group and the authorities delegated to the Director of Finance 
(Section 151 Officer). These amendments will increase the flexibility 
of the Fund to exploit market conditions and make decisions more 
nimbly.

 Risk ref 3.5: Significant financial downturn occurs affecting 
employer contributions
Impact of occurrence score 1 (decreased from 2)
Likelihood of occurrence score 2 
Revised Risk Score  2 (Green) 

Pensions Committee were advised in March 2018 of the decision by 
the Assistant Director - Finance (Section 151 Officer), in consultation 
with the Investment Sub Group, to purchase equity protection for the 
Fund. As detailed elsewhere on this agenda, this protection was 
purchased in April 2018. This will protect the Fund from a significant 
downturn in equity markets that will help to mitigate the risk of 
employer contributions increasing at the next triennial valuation. 

 Risk ref 4.4 – Conflicts of Interest
Impact of occurrence score 2
Likelihood of occurrence score 2 (Reduced from 4)
Revised Risk Score  4 (Green) 

Following a review of all scores within the risk register, it has been 
concluded that the governance arrangements in place within the Fund 
result in the risk of officers or Members being able to exert undue 
influence on decisions of the Fund being unlikely. The score for the 



likelihood of this risk has therefore been reduced from 4 (a likely risk) 
to 2 (an unlikely risk).

 New Risk – (ref. 1.7) Failure to communication effectively with 
members 
Impact of occurrence score         2
Likelihood of occurrence score 2 
Total Risk Score  4 (Green) 

Following a review of all risks it was considered appropriate to 
capture that there is the potential for the Fund to fail to communicate 
effectively with its Scheme members. This is mitigated through the 
Fund maintaining a Communication Policy which is reviewed annually 
and reported to the Pensions Committee. The ‘Member Self Serve’ 
(MSS) tool is a key mechanism through which YPS communicates 
with members and work is ongoing to increase the percentage of 
members signing up to this. It should be noted that failure to keep 
members appropriately informed may constitute a regulatory breach 
that could be reportable to the Pension Regulator.

4.1.2 In addition to the revised risks detailed above, the comments associated with 
some of the risks have been amended to reflect preparation of the financial 
statements, the annual report, the 2019 triennial valuation, and other 
relevant updates.

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 performance report from YPS for the quarter 
to 31st March 2018 has been attached at Appendix 3. This report indicates a 
continuation of above benchmark performance for the administration of the 
Fund with 98% of activities being completed within the benchmark 
timeframe.

5.1.2 In addition to the industry standard indicators provided, from 2017/18 the 
YPS Performance Report has continued to report 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. 

5.1.3 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 help to inform the Fund of where any systematic blockages are 
occurring and thereby where to direct resources aimed at improving our 
members’ experience.



5.1.4 This response time increased from an average of 45 days at December 
2017 to 51 days at March 2018. These average response times are skewed 
by a small number of cases that have taken significant time to resolve. Of 
the 130 members put into pension in the quarter, 11 cases took over 70 
days to complete. Of these 3 were due to information waiting to be received 
from the employer, 1 due to delays with information from employer and 
member delays in returning their options forms, 5 were due to delays from 
the member returning options forms and 2 was delayed due to information 
not being received from HMRC.

5.1.5 Local Pensions Partnership (LPP) which governs the YPS service, is in the 
process of restructuring its administrative functions and implemented the 
new structure in April 2018. 

5.1.6 Officers were advised in May that performance has dropped since the 
restructure in early April. Whilst this was disappointing, particularly given the 
assurances previously given to the Fund that performance would not be 
impacted by the restructure, Officers were pleased by the open and 
transparent way in which this was communicated to the Fund. 

5.1.7 Officers have met with the Deputy Pensions Director of LPP to review and 
critically challenge the recovery plan. It is expected that performance will 
return to the standards set out in the SLA (90% performance target) by the 
end of the quarter with performance returning to pre-April levels c. 98% later 
in the year. LPP will prioritise urgent cases during the recovery period. 

5.1.8 Officers of the Fund will be monitoring the recovery and adherence to the 
recovery plan on a monthly basis with a report being presented to Pensions 
Committee in September and to the Local Pension Board in July.

5.1.9 It should be noted that none of the delays incurred by LPP to date have 
constituted a breach that is reportable to the Pension Regulator.

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 pensioners and deferred records, 8,151 queries 
were identified for review and, of these, at 31st December 2017 323 records 
had been submitted to officers to investigate. In total, 48 underpayments 
(average value £228) and 67 overpayments (average value £956) were 
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 2016, 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 The next stage of the reconciliation process is the review of active members 
GMP entitlements. YPS have been asked to submit a detailed plan and 
costings for this exercise prior to commencing this task in 2018/19.

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

5.3 Employer Issues to 31st March 2018

5.3.1 During the quarter to 31st March it has been identified one academy closed 
on 31st August 2017, but as this was part of a Multi Academy Trust (MAT) 
does not alter the number of employers. The liabilities relating to this 
academy will fall to the MAT, and is therefore no risk to other employers 
within the Fund. One Town Council is investigating the possibility of exiting 
the Fund due to the cost of employer contributions, officers believe this will 
be on the next agenda of the Town Council.

5.3.2 There was one new academy in the quarter to 31st March and, although part 
of a MAT, it has elected to have stand-alone contributions and accounting 
data. In addition there was one new admission body during the quarter. 

5.3.3 In addition to this four employers exited the Fund in the first quarter of 2017 
however, as they were awaiting closure calculations from the Actuary as at 
31st March 2017, their exit is recognised in the 2017/18 figures.

5.3.4 The net effect of the above employer movements is that there were 128 
employers in the Fund as at 31st March 2018, a net reduction of four 
employers from the position stated at 31st December 2017. 

5.4 Fund discretions applied

5.4.1 During the quarter to 31st March 2018 there were three administering 
authority discretions exercised, all relating to payment of death grants.

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. The Investment Sub-
Group is then responsible for the implementation of these.

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, 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 by £37m 
from £2,600m at 31st December 2017 to £2,563m at 31st March 2018 due to 
asset allocation and weakness in global equity markets. 

6.2.3 Due to falling asset values, the investment performance of the Fund to 31st 
March 2018 fell by -1.5% (net of fees).  Whilst negative this return 
represented an outperformance in relation to the bespoke benchmark of -
1.8%.  

6.2.4 Contributions came from Aberdeen Asset Management direct property, 
Loomis Sayles high conviction global equity portfolio, Schroders UK equity 
portfolio and the Alternatives which outperformed their benchmarks by 0.6%, 
3.0%, 1.0% and 0.9%. The only manager not to beat their benchmark this 
quarter was Nordea, the low volatility global equity portfolio which 
underperformed its benchmark by -1.5%.

6.2.5 Despite the falls in Q4 of 2017/18, the longer term performance remains 
positive. As at 31st March 2018 the three year performance of the Fund was 
an average annual increase of 8.2% (net of fees) outperforming the bespoke 
benchmark of 6.9%. Over the previous 10 year period, the Fund returned 
7.8% growth per year (net of fees) and also outperformed the benchmark of 
7.3%.

6.2.6 The performance against the Fund’s specific benchmark for 1, 3, 5 and 10 
years is presented in the table below.

31st December 2017 31st March 2018
Cumbria 

Performance
Bespoke 

Benchmark
Variance to 
Benchmark

Cumbria 
Performance

Bespoke 
Benchmark

Variance to 
Benchmark

1yr performance 9.8% 9.7% + 0.1% 4.2% 4.2% 0.0%
3yr performance 10.5% 9.1% + 1.4% 8.2% 6.9% + 1.3%
5yr performance 11.4% 9.9% + 1.5% 9.4% 8.0% + 1.4%
10yr performance 7.5% 7.0% + 0.5% 7.8% 7.3% + 0.5%

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 There was no income received from class action cases in the period from 1st 
January 2018 to 31st March 2018. 

7.3 Shareholder Voting

7.3.1 The detailed PIRC quarterly report for the quarter ended 31st March 2018 is 
attached at Appendix 2. In summary, PIRC exercised shareholder votes at 
one UK AGM and two UK EGMs on the Fund’s behalf, with a total of 24 
votes cast by PIRC. Of these 17 votes were ‘for’ the respective Board’s 
proposals and there were 7 votes ‘against’. 

7.3.2 There was only one ‘notable’ resolution during the quarter i.e. where the 
oppose vote was at least 10%. At the Tesco EGM in February 14.7% voted 
against a resolution asking shareholders to approve a proposed share and 
cash merger between the company and Booker Group. PIRC voted ‘for’ as 
they considered that the proposed transaction had been adequately 
described and justified by the Board.  The merger presented an opportunity 
to bring together retail and wholesale expertise to create a Group which 
would be well-positioned to offer a more innovative approach for customers 
and consumers in a large fast growing market.

7.3.3 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 31st March 2018 L&G exercised votes at 109 UK 
meetings, and registered 55 oppose votes. At the Tesco EGM, following 
meetings with the management teams of Tesco and Booker to get a better 
insight into the rationale for the decision to integrate the two businesses, 
L&G decided to support the management of Tesco and voted ‘for’ the 
merger.

7.3.4 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.
 

7.3.5 An Officer of the Fund attended the quarterly business meeting and AGM of 
the Local Authority Pension Fund Forum (LAPFF) held in April. 

7.3.6 The main item of business on the agenda proposed changes to the 
Constitution.  All amendments were approved other than a proposal allowing 
a ‘non-executive member of a Publicly Accountable Body’ to be a Chair of 
LAPFF.  This was voted ‘against’ by 59% of the voting LAPFF Membership, 
thus retaining the requirement for the Chair to be a Councillor or trustee 
equivalent. 

7.3.7 Also at the AGM a proposal was approved to defer the LAPFF Executive 
elections until after the May Council elections. Consequently a further AGM 
is to be convened on 19th July 2018. 

7.3.8 At the quarterly LAPFF business meeting, it was noted that during the 
quarter LAPFF had a number of meetings with companies to discuss a 



variety of issues. These included governance at Provident Financial, 
employment practices at National Express, climate change and resilience at 
Rio Tinto, Shell and Southern and human rights at Motorola.

7.3.9 Climate change continues to feature in discussions, and it was detailed how 
last year shareholder resolutions filed at fifteen US oil & gas and electric 
utility companies garnered some of the highest votes on climate risk, 
including three that received over 50% support.

7.4 Global Tax Recovery

7.4.1 During the quarter to March 2018 there were no withholding tax (WHT) 
repayments and no significant updates to report on the status of the 
outstanding tax claims. 

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 has been no policy or regulatory changes relating to the LGPS during 
the period from 1st January to 31st March 2018. However, amendment 
regulations, some of which are retrospectively applied from 1st April 2014 
were laid on 14th May 2018. The majority of the regulations relate to 
clarification of existing regulations, but one area concerns early release of 
pension benefits for those members who left the scheme prior to 1st April 
2014. Amendments to the 1997 and 2008 regulations will now enable 
deferred members access to their actuarially reduced pension from age 55 
(was 60) without the need for employer consent. 

8.2 Fund Policies

8.2.1 The Fund’s Policies were reviewed at Pensions Committee in March. There 
are currently no further proposed amendments for the Committee to 
consider.

8.3 Other Regulatory Changes

8.3.1 Regulatory changes pertinent to employers within the LGPS were reported 
to the Committee in December 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

 Options for Academies in the LGPS

8.3.2 The Local Government Association indicated before Christmas that further 
consultations were to be launched relating to the public sector exit payment 
cap and recovery of exit payment regulations. To date, there has been no 
further announcement regarding this.

8.4 Tier 3 Employer Review

8.4.1 The Scheme Advisory Board have commissioned Aon Hewitt to undertake a 
review of potential funding, legal and administrative issues and liabilities 
relating to admitted and scheduled bodies that do not benefit from local or 
national tax payer backing (Tier 3 employers).

8.4.2 For information Tier 1 employers are defined for the Board’s purposes as 
being local authorities and other public bodies with direct local tax payer 
backing. Tier 2 employers are Academy Trusts. 

8.4.3 All Tier 3 employers have been requested to complete a questionnaire and 
return this direct to Aon Hewitt. The Tier 3 employers have also been 
requested to pass a separate questionnaire on to their active members of 
the Fund.

8.4.4 No feedback from this consultation has yet been released. The Committee 
will continue to be advised of any developments from this review.

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

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

8.5.3 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.



8.5.4 One breach has been reported to the Pension Regulator during the quarter 
relating to failure by an admitted body to pay over contributions in 
accordance with regulatory requirements. This is covered in more detail in 
the Part 2 Monitoring Report to this meeting.

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 March 2018.

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 has fallen to £2,563m at 31st March 2018 (£2,600m at 
31st December 2017).

12.2 The Fund underperformed the fund-specific benchmark for the three month 
period, matched the benchmark over the past 1 year with the longer term of 
three, five and ten years outperforming their respective benchmarks.

Julie Crellin 
Assistant Director - Finance (s151 Officer)
12th June 2018
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