
CUMBRIA PENSIONS COMMITTEE

Meeting date: 12th June 2018

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

2017/18 BUDGET OUTTURN AND PROGRESS AGAINST 
BUSINESS PLAN

1.1 This report advises Members of the progress towards the delivery of 
the 2017/18 Business Plan and the 2017/18 Budget Outturn in support 
of delivery of the plan for the Cumbria LGPS including variances 
against budget.

BUSINESS PLAN 2017/18
1.2 All targets set within the 2017/18 Business Plan have been achieved 

during the year with key tasks either completed, or are ongoing work 
that is on track for completion.

BUDGET 2017/18

1.3 The 2017/18 revised budget for administering the Cumbria LGPS was 
£5.916m. It is proposed that £0.161m be reprofiled from the 2017/18 
budget into 2018/19 to reflect the expected timing of costs associated 
with the development of BCPP Ltd. This would reduce the 2017/18 
budget to £5.755m.

1.4 The final outturn for 2017/18 was £5.706m. This equates to an 
underspend of £0.049m against the revised budget, after reprofiling the 
BCPP development budget. 

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 Active performance management and strong governance procedures 
are required to provide a well-run Pension Scheme.  The Members as 
de facto Trustees of the Scheme have a statutory duty to ensure 
activities are in place to deliver these requirements. This requires 
trained Members with the required skills and experience to function as 
a group supported by advice from qualified Officers and Specialist 
Advisors. 

2.2 Active management through setting, reviewing and monitoring against 
a defined Business Plan and Budget are one of the cornerstones of 
achieving a robust governance and performance framework.  



2.3 The costs of administration of the Cumbria LGPS have a direct impact 
on the funding level of the Scheme and therefore the rate of employers’ 
contribution. This will in turn impact on the employers’ revenue 
budgets.  

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

3.0 RECOMMENDATIONS

3.1 The Pensions Committee are recommended to:-

3.1.1 Note that business of the Pension Fund in 2017/18 was completed 
in accordance with the Business Plan approved in March 2017.

3.1.2 Approve for the BCPP development budget to be reprofiled to 
transfer £0.161m from 2017/18 to 2018/19 to appropriately reflect 
the timing of expenditure.

3.1.3 Note that in 2017/18 the Cumbria Pension Fund underspent by 
£0.049m against its revised budget of £5.755m after accounting for 
the reprofiling of the BCPP development budget. 

4.0 BACKGROUND

4.1 In February 2017, Pensions Committee approved the 2017/18 Business 
Plan and Budget for the Cumbria LGPS. This report provides an end of year 
update on delivery of the business plan and outturn position, concluding that 
all key deliverables in the 2017/18 business plan have been completed or 
are on track for delivery and within the approved budget. 

Progress against 2017/18 Business Plan

4.2 A table detailing progress against each of the different elements listed on the 
2017/18 Business Plan is shown in this report at Appendix 1. This outlines 
that all aspects of the business plan have been completed or are on-going 
work that is progressing towards completion.

4.3 Further to the continual improvement activities and the major annual pieces 
of work e.g. preparation of the Annual Report and Accounts the core 
additional activities planned for 2017/18 were:-

 Support and influence the development of BCPP Ltd and preparation 
for the transition of the Fund’s assets to the company – the Fund 
continues to support the development of the BCPP Ltd through active 
engagement at the Joint Committee, Officer Operations Group, 
Statutory Officers Group and a number of working groups. Pensions 
Committee are updated on a quarterly basis as to the developments 
of the company. BCPP Ltd are expected to offer sub-funds relevant to 
Cumbria from Q3 of 2018/19 subject to appropriate due diligence 
being undertaken by the Fund. 



 Undertake a review of the Fund’s Investment Strategy – this review 
was completed and presented to Pensions Committee in September. 
The review identified that the current strategy remains fit for purpose 
but proposed a number of areas of the development for the 
Committee to consider including the protection of asset value 
following an increase in the value of equity markets. 

 Guaranteed Minimum Pension Reconciliation – the Fund is 
progressing well with the reconciliation of GMP. All pensioner records 
having been completed and the review of active members will 
commence in 2018/19.

Progress against 2017/18 Budget

Overall

4.4 The original 2017/18 budget approved by Pensions Committee in March 
2017 for the administration of the Fund was £5.784m. Various adjustments 
to the budget were approved by Committee during the year, resulting in an 
approved budget as at December 2017 of £5.916m as detailed below.

£000
March 2017 Pension Committee

Original 2017/18 Budget approved 5,784  
Sept 2017 Pension Committee

Reprofiling of BCPP Expenditure between 
2016/17 and 2017/18

30       

Dec 2017 Pensions Committee
Increase Investment Management budget to 
reflect inreased portfolio size

102     

Approved Budget at December 2017 5,916  

4.5 The Pensions Committee have previously approved a budget of £0.425m for 
the Fund’s equal share of the development costs of BCPP Ltd. £0.330m of 
this development budget was forecast to be spent in 2017/18. However, the 
actual expenditure in 2017/18 was £0.169m with the balance of £0.161m 
expected to be incurred in the first quarter of 2018/19. 

4.6 It is therefore recommended that the Fund’s budget for BCPP development 
is reprofiled by decreasing the 2017/18 budget by £0.161m and increasing 
the 2018/19 budget by £0.161m.

4.7 This reprofiling will decrease the approved 2017/18 budget from £5.916m to 
£5.755m. The 2018/19 budget approved by Pensions Committee in March 
2018 will increase from £6.979m to £7.140m.

4.8 The 2017/18 outturn for the administration of the Pension Fund was 
£5.706m and therefore the Fund underspent by £0.049m (after accounting 



for the reprofile of the BCPP development budget). This compares to a 
forecast annual underspend reported to Pension Committee at the half year 
position in December 2017 of £0.048m. £0.044m of the outturn underspend 
related to the investment management budget (which is influenced by fund 
size and performance) and therefore the underspend by the Fund after 
excluding investment management costs was £0.004m. Appendix 2 sets out 
the detailed budget and outturn for the service. 

Staffing

4.9 In accordance with CIPFA guidance, the staffing budget is split across both 
the Administration and Oversight & Governance sections of the budget.

4.10 As detailed in the table below, the 2017/18 staffing budget for Pension 
Services was £0.506m and this was underspent by £0.026m. 

2017/18   
Budget (£)

2017/18 
Outturn (£)

2017/18  
Variance (£)

Adminstration:
Employer Funding & Accounting 173,000 170,130 (2,870)
Pooling Rebate (13,000) (42,786) (29,786)

Oversight & Governance:
Pension Board 34,000 32,024 (1,976)
Other Governance 312,000 320,640 8,640

Total Staff Budget 506,000 480,008 (25,992)

4.11 The underspend was primarily due to staffing expenditure being offset by 
income of £0.043m from a rebate of the time spent on the development of 
BCPP Ltd by the Senior Manager - Pensions & Financial Services. The Fund 
ceased to receive this rebate after the Senior Manager left the Council to 
take up her new post in the company from January 2018.

4.12 This income has been utilised in part to request additional professional 
advice and guidance from the Fund Independent Advisors and Actuary to 
assist the Pensions team with additional support in the absence of the 
Senior Manager.

Administration 

4.13 The administration element of the Fund underspent against budget by 
£0.011m. This was predominately due to the rebate received on staffing as 
detailed above and also less legal advice being required during the year 
than was budgeted.

4.14 These underspends were offset by an overspend of £0.030m on the 
delegated administration arrangement provided by Your Pension Service 
(YPS). The expenditure on this service is based on the number of members 



within the Fund which have increased from 55,998 at 1st April 2017 to 57,266 
at 31st March 2018. Investment Management

4.15 The investment manager fees account for approximately two thirds of the 
total Pensions budget. This element of the budget can be difficult to predict 
and influence due to the correlation with asset performance, and any 
manager or asset allocation changes. Pension Committee increased this 
budget in December 2017 from £3.619m to £3.721m to reflect the projected 
increased management fees arising from an increasing in the value of the 
portfolio to December 2017. 

4.16 The full year spend on investment manager fees of £3.677m is £0.044m 
lower than the revised budget of £3.721m. This is primarily due to a drop in 
market value of equities (and therefore a reduction in the investment 
management fees) in the 4th quarter of the year. 

4.17 Details of the individual manager fees are set out in a Part 2 Appendix to this 
report.

Oversight & Governance 

4.18 Oversight and Governance overspent by £0.007m against a budget of 
£0.871m. The key drivers behind this were:

4.18.1 Investment management consultancy fees - despite the additional 
support bought in to assist the team in the absence of the Senior 
Manager, the outturn in relation to this budget was an underspend of 
£0.033m. This was primarily due to an underspend of £0.046m on 
pooling and transition management advice . This expenditure will 
increase in 2018/19 as the Fund commences transitioning assets in the 
pool (subject to appropriate due diligence); and

4.18.2 Actuarial fees - Actuarial fees incurred are, where appropriate, 
recharged back to employers within the Fund. During the year the Fund 
requested Mercer Ltd (the Fund’s actuary) to implement new systems 
into the service that will help the Fund assess its data quality and the 
financial strength of employers. This will improve the Fund’s readiness 
for the 2019 valuation, but these costs cannot be recharged back to the 
employers. The net overspend against the budget for actuarial fees 
was £0.056m.

5.0 OPTIONS

5.1 This report is intended to provide Pensions Committee with an update of 
delivery against the approved 2017/18 Business Plan and the associated 
spend in support of delivery of the plan.

5.2 Members may consider and approve the report or request additional 
information from the Director of Finance (Section 151 Officer).

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS



6.1 The resource and value for money implications of the above are considered 
throughout the report. 

6.2 However, when assessing the costs of investment manager fees it must be 
recognised that these are based on the performance of the Fund. If actual 
performance of the portfolio is greater than originally projected, accordingly 
the investment manager fees will exceed budget. 

6.3 Costs of administrating the Cumbria LGPS will have a direct impact on the 
funding level of the Fund which in turn affects the rate of employers’ 
contribution.

7.0 LEGAL IMPLICATIONS

7.1 Under Part 2H of the Constitution 2.2 (I) provides that it is a function of the 
Pension Committee prior to the commencement of the financial year to 
approve an annual business plan and associated budget for that year to 
cover all matters of expenditure to be charged to the Pension Fund and to 
review performance against this throughout the year.

8.0 CONCLUSION

8.1 Active performance management and strong governance are required to 
provide a well-run Pension Fund. The Members as de facto Trustees of the 
Fund have a duty to ensure activities are in place to deliver these 
requirements with support from appropriately experienced Officers and 
Specialist Advisors. 

8.2 Active management through setting, reviewing and monitoring against a 
detailed Business Plan and Budget are a cornerstone of achieving a robust 
governance and performance framework.  

8.3 This report provides Pensions Committee with a summary of delivery against 
the approved 2017/18 Business Plan and the associated spend in support of 
delivery of the plan. 

8.4 All targets set within the 2017/18 Business Plan have been achieved during 
the year with key tasks either completed or on track for completion. The final 
outturn for 2017/18 was £5.706m. This equates to an underspend of 
£0.049m against the revised budget (after reprofiling £0.161m of the BCPP 
development budget into 2018/19) of £5.755m. 

Julie Crellin
Assistant Director - Finance (S151 Officer)
12th June 2018
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Appendix 1

Progress against 2017/18 Business Plan

Objective Progress in 2017/18

1. Administration
1.1 Continue to improve 

pension administration 
arrangements for the 
benefit of all members 
and employers of the 
Fund 

Ongoing
Performance of the administration arrangements 
through Your Pension Service (YPS) continued to work 
well. Key indicators continued to be above target 
throughout 2017/18. The Fund provides continued 
support for employers through employer meetings and 
the Pension Forum.

1.2 Continue to monitor 
and improve employer 
communication and 
employer data 
submission issues 

Ongoing
CLGPS officers undertook close monitoring of the 
employer data submission process throughout 
2017/18,  including: 

 Quarterly meetings of operational officers to 
determine compliance and performance; and

 The review and reconciliation of monthly data 
records submitted by employers.

The Fund reports breaches to the Pension Committee 
and Local Pension Board and, if the breach is 
considered to be significant, the breach is reported to 
the Pension Regulator. The Fund reported one breach 
to the Pension Regulator during 2017/18 due to an 
employer failing to pay employer and employee 
contributions to the Fund.

1.3 Continue 
communication and 
liaison with Fund 
employers to meet the 
data requirements of 
the Pensions 
Regulator

Ongoing
Details of how the Fund communicates with employers 
are set out in the Fund’s Communications Policy. In 
addition to standard communications (e.g. email 
circulars, website, surgeries) Fund officers and YPS 
will continue to work closely with employers to support 
them in the development of processes to deliver the 
required data.

1.4 Completion of the 
2016/17 Cumbria 
LGPS Annual 
Accounts and Annual 
Report incorporating 
any new regulatory / 
technical changes

Complete
The closure of the 2016/17 financial accounts and 
production of the Fund’s annual report was achieved 
within the scheduled timetable. 

CLGPS’s external auditor (Grant Thornton) issued a 
clean audit certificate with no adjustments required to 
the primary statements. 



Objective Progress in 2017/18

There were no recommendations made by the Auditor. 
The Annual Report (which incorporates the financial 
accounts) was presented to the Pensions Committee in 
September and was subsequently submitted to the 
Audit and Assurance Committee for approval on behalf 
of the Council. 

The Annual Report has been published on the 
Council’s website and is available in hard format on 
request. 

1.5 Scheme reconciliation 
- GMP (Guaranteed 
Minimum Pension) 

Ongoing
Data comparison between HMRC data and YPS 
records, investigation and correction of variances has 
progressed well during 2017/18. Where required, 
pensions contributions have been amended following 
notification to the relevant members. 

The reconciliation of pensioner records is complete 
and a reconciliation of active member’s records is due 
to commence in 2018/19.

Pensions Committee and the Local Pension Board 
have continued to be advised of progress with regard 
to the scheme reconciliation.

Objective Progress in 2017/18

2.  Investment Management
2.1 Continue to progress 

infrastructure and 
opportunistic 
investment options

Ongoing
Officers and Advisers are mindful of the need to 
identify infrastructure and opportunistic investment 
options that meet the required criteria of the 
Investment Strategy Statement. When identified and if 
considered appropriate, these may be recommended 
to Investment Sub Group.

A strategy review undertaken in September 2017 
identified that the Fund’s Investment Strategy 
Statement remains fit for purpose.

2.2 Prepare for transition 
of assets from 
Cumbria LGPS to 
BCPP Ltd.

Ongoing
The Fund has been active in the discussions to date 
regarding the potential range of sub-funds that BCPP 
Ltd will provide with the aim of being reflective of the 



Objective Progress in 2017/18

majority of Investment Strategy Asset classes and 
styles of all twelve underlying funds. 

A transition manager is due to be appointed using the 
National LGPS Framework to assist Partner Funds and 
BCPP in transitioning assets to the company.

2.3 Consideration of 
options to address 
negative cash flow 
position of the Fund.

Complete
Officers and Members have worked closely with the 
Fund’s investment advisors, actuary and external 
consultants to consider the appropriateness of the 
Fund’s Investment Strategy. The review undertaken in 
2017/18 concluded that the Strategy was still fit for 
purpose and appropriate arrangements were in place 
to address the Fund’s negative cash flow position.

Objective Progress in 2017/18

3. Oversight & Governance
3.1 Review and update of 

Fund risks, policies 
and strategies

Complete
Risks and policy changes are reported to Committee 
on a quarterly basis. 

Following a review of the Fund Policy Document, 
Pension Committee approved a number of 
amendments to the Fund’s policies in March 2018.

3.2 Support and influence 
the development of 
BCPP

Ongoing
The Chair, Executive and Non-Executive Directors of 
BCPP Ltd have been appointed and the development 
of the company continues at pace.

The Council undertakes its role as a shareholder in 
the company by attending and voting at shareholder 
meetings. 

The Fund is engaged in supporting and influencing 
the development of the company through the Chair of 
the Pension Committee attending and actively 
contributing to the Joint Committee, officers attending 
the Officer Operations Group and the S151 officer 
attending the Statutory Officer group. Additionally the 
Fund is represented by Officers and Advisors on a 
number of BCPP Ltd working groups as well informal 
meetings with the company.



Objective Progress in 2017/18

An update on the developments of BCPP Ltd is 
presented to each Pensions Committee. 

3.3 Reviewing, measuring 
and delivering training 
to Members and 
Officers as outlined in 
the Training Plan

Complete
The Fund provided appropriate training for the 
Pensions Committee, Local Pension Board and 
officers throughout 2017/18. This training was 
informed by the annual skills needs assessment. 

The training provided by the Fund was used to 
support the Fund’s opt up with Investment Managers 
to professional status under MiFID II.

3.4 Development and 
enhancement of 
contract review 
procedures and 
performance 
monitoring at both 
Committee and Officer 
level.

Complete
Investment Sub Group and officers monitor the 
performance of investment managers and report 
quarterly to Pensions Committee.

The Legal contract procurement was completed in 
June 2017 (using the National LGPS Framework), 
which culminated in the re-appointment of the Fund’s 
existing provider.

A new Actuarial contract was let to Mercer Ltd in 
October 2017 following a competitive procurement 
process using the National LGPS Framework.

3.5 Assess the impact of 
and respond to 
consultations that will 
have an impact on the 
structure and 
performance of the 
Fund.

Complete
The Fund responded to two consultations in 
September issued by the LGPS Scheme Advisory 
Board on the subjects of: LGPS Academies 
Objectives and Cross Pool Information Forum. The 
draft responses were circulated to Members of the 
Pensions Committee and Board for comment prior to 
the response being submitted.

3.6 Review of governance 
arrangements in 
response to financial, 
regulatory and 
structural changes.

Complete
Guidance has been issued on a number of topics in 
2017/18 including General Data Protection 
Regulation (GDPR) and Markets in Financial 
Instruments Directive II (MiFID II) guidance. 

Officers have attended training courses and webinar 
broadcasts to assist in keeping abreast of these and 
other upcoming issues. 

The Pensions Committee and the Local Pension 
Board are advised at each meeting of any changes to 



Objective Progress in 2017/18

regulation or legislation.

3.7 Undertake a review of 
the Investment 
Strategy 

Complete
Following a competitive procurement exercise Mercer 
Ltd was selected to review the Fund’s Investment 
Strategy. The review was completed during the year 
and the results were received by Pension Committee 
in September 2017.

It was concluded that the Investment Strategy is fit for 
purpose but also recommended potential solutions to 
further diversify the Fund’s assets and minimise risk.



Appendix 2
2017/18 Outturn Report for the Adminstration of the Cumbria LGPS

2017/18 
Revised 
Budget 

2017/18 
Outturn

2017/18 
Variance

(£) (£) (£)
Administration

1 - Pensions Administration
Administration Collaborative Arrangements 953,000 983,070 30,070
GMP Costs 20,000 32,650 12,650
2 - Employee Costs
Staffing & Accommodation - Employer Funding & Accounting 173,000 170,130 (2,870)
Staffing & Accommodation - Pooling (13,000) (42,786) (29,786)
3 - Legal Advice
Legal Fees on Employer Issues 30,000 8,703 (21,297)

Administration Total 1,163,000 1,151,767 (11,233)

Investment Management
1 - Fund Management Fees 3,621,000 3,583,591 (37,409)
2 - Custody Fees 100,000 93,039 (6,961)

Investment Management Total 3,721,000 3,676,630 (44,370)

Oversight & Governance
A - Employee Costs
Staffing & Accommodation - All other Governance 312,000 320,640 8,640
Staffing & Accommodation - Cumbria Pension Board 34,000 32,024 (1,976)
Staffing & Accommodation - Pooling 0 (51) (51)
B - Pension Fund Committee
Subscriptions and Skills training 30,000 16,853 (13,147)
Training, Travel & Allowances 0 8,896 8,896
C - Pension Board
National Scheme Advisory Board 3,000 3,318 318
Training & Travel 0 6,010 6,010
D - Investment consultancy fees
Independent Advice Pension Committee 36,000 22,286 (13,714)
Professional Advice - ISG & Strategy 90,000 117,114 27,114
Professional Advice - Pooling and Transition Management 47,000 1,035 (45,965)
E - Performance monitoring service
Fund Performance Monitoring 22,000 26,809 4,809
F - Shareholder voting Service
Shareholding Voting Costs 16,000 14,085 (1,915)
G - Actuarial fees
Actuarial Valuation 0 9,934 9,934
Actuary Fees - General 90,000 87,036 (2,964)
Actuary Fees - Recharged to Employers (86,000) (36,940) 49,060
H - Audit fees
External Audit 26,000 26,660 660
Internal Audit 4,000 0 (4,000)
I - Legal & Tax
Class Action Recovery 9,000 13,709 4,709
Investments 15,000 3,531 (11,470)
Tax Reclaim Legal Fee 20,000 12,140 (7,860)
J - Other (including bank charges)
Bank Charges 4,000 6,713 2,713
Other Fees & Expenses 30,000 17,385 (12,615)
BCPP Setup Expenditure 169,000 168,544 (456)

Oversight & Governance Total 871,000 877,732 6,732

Grand Total 5,755,000 5,706,129 (48,871)


