
CUMBRIA PENSIONS COMMITTEE

Meeting date: 10th December 2018

From: Julie Crellin, Director of Finance (s151 Officer)

HALF-YEAR UPDATE OF THE PENSION FUND BUSINESS 
PLAN AND ADMINISTRATION BUDGET 2018/19

1.0 EXECUTIVE SUMMARY

1.1 This report advises Members of the progress towards the delivery of 
the 2018/19 Business Plan and the projected 2018/19 budget outturn for 
the Cumbria LGPS including variances against budget. 

1.2 Good progress is being made with regard to completion of the 
approved business plan with all actions being either completed or on 
target for completion.

1.3 The approved budget for administering the Cumbria LGPS in 2018/19 is 
£6.979m. As at 30th September 2018 the projected 2018/19 outturn for 
the service is £7.008m. This equates to a projected overspend of 
£0.029m. 

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 Active performance management and strong governance procedures 
are required to provide a well-run Pension Fund that is capable of 
ensuring the scheme members receive a good service. 

2.2 Active management through setting, reviewing and monitoring against 
a defined Business Plan and Budget are the foundations for a robust 
governance and performance framework. 

2.3 The cost of administration of the Cumbria LGPS has a direct impact on 
the funding level of the Fund 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 RECOMMENDATION

3.1 It is recommended that Members:

3.2 Note progress against the approved Business Plan.

3.3 Note the 2018/19 half year projected outturn position against budget for 
the Cumbria LGPS and forecast overspend of £0.029m (less than 0.5% 
of the budget).

4.0 BACKGROUND

4.1 As part of good governance arrangements the Pensions Committee annually 
approves a Business Plan and associated budget for the following year. 
Additionally the Committee reviews the half year performance against both 
to ensure that items are on track for delivery. 

4.2 In March 2018, Pensions Committee approved the 2018/19 Business Plan 
and Budget for the Cumbria LGPS. This report provides a mid-year update 
on progress against these concluding that all key additional deliverables in 
the 2018/19 business plan are on track for delivery and with an overspend of 
approximately £0.029m. 

4.3 It should be noted that investment management costs are largely linked to 
investment performance and are therefore difficult to project or control. 
Excluding these costs, the Fund is forecast to underspend by £0.009m.

2018/19 Business Plan

4.4 The 2018/19 Business Plan is split into the three component parts of the 
service namely, Administration, Investment Management and Oversight & 
Governance.

4.5 A table detailing progress against each of the agreed objectives for the year 
is shown at Appendix 1 to this report. Good progress is being made in 
delivering the Business Plan. As previously reported to Pensions Committee 
(and as mentioned elsewhere on today’s agenda) YPS have experienced 
performance issues since a restructure in April 2018. These performance 
levels are recovering and it is expected that, by the end of December, YPS 
will have returned to the same performance standards that the Fund 
received before the April restructure.

4.6 All other aspects of the business plan are either complete, on target or are 
on-going work that is progressing towards completion.

2018/19 Budget

4.7 The original approved 2018/19 budget for administering the Cumbria LGPS 
was £6.979m. 



4.8 As at 30th September 2018, the projected outturn for this service for 2018/19 
is £7.008m and therefore an overspend is projected of £0.029m, this 
represents less than 0.5% of the budget. Appendix 2 sets out the detailed 
budget and projected expenditure for this service. Additionally a further 
Appendix is presented in Part 2 detailing commercially sensitive information 
relating to the budget and forecast expenditure for each of the investment 
managers.

4.9 It should be noted that large fluctuations in expenditure may occur prior to 
the year-end due to variations in investment performance and the resulting 
impact this may have on investment manager fees.

4.10 CIPFA guidance requires the reporting of management expenses in the 
statutory accounts to be presented in a standard format for comparability 
across all LGPS funds.

4.11 Performance against budget for each of the main sections is presented 
below together with a summary of staffing costs for the Fund.

Staffing

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

4.13 As detailed in the table below, the 2017/18 staffing budget for Pension 
Services is £0.538m and it is forecast to overspend by £0.029m. This is 
predominately due to the necessary increase in travel and associated cost 
that has been required to support the development and transition of assets 
to BCPP.

2018/19   
Budget (£)

2018/19 
Forecast 

Outturn (£)

2018/19 
Projected 

Variance (£)
Adminstration:
Employer Funding & Accounting 201,000 209,135 8,135

Oversight & Governance:
Other Governance 312,000 332,736 20,736
Pension Board 25,000 25,308 308

Total Staff Budget 538,000 567,179 29,179

Administration 

4.14 The 2018/19 budget to manage pensions’ administration arrangements is 
£1.280m. As at 30th September 2018, it is forecast that this budget will 
overspend by £0.028m. This is due to the forecast cost for Guaranteed 
Minimum Pension reconciliation work offset by underspends on the YPS 
arrangement and external legal services for cases relating to pensions 
administration. However, the forecast for legal fees may increase if 
significant new issues arise. 



Investment Management 

4.15 The investment manager fees account for approximately two thirds of the 
total budget and are difficult to predict and influence due to the link with 
asset performance, and any manager or asset allocation changes. 

4.16 It is currently forecast that the Fund will spend £4.347m on investment 
management fees in 2017/18, equivalent to £0.020m more than the original 
budget. It should be noted that these Investment Management costs include 
the management costs associated with the equity protection product 
purchased in April 2018. 

4.17 Due to the market confidentiality associated with investment management 
fees, a detailed breakdown of the fund management fees, including the 
equity protection management costs, is presented as a Part 2 Appendix to 
this report (i.e. not for public disclosure).

Oversight & Governance

4.18 The 2017/18 budget for the oversight and governance of the Fund, including 
the costs of supporting the Local Pension Board, is £1.372m. As at 30th 
September 2018, it is forecast that this budget will underspend by £0.019m.

4.19 This underspend is predominately due to effective scrutiny on costs 
associate with the Fund, for example some subscriptions have been 
cancelled where there were not considered to provide value for money for 
the Fund. Legal costs are also forecast to be lower than budgeted as limited 
external advice has been required for the investment decisions made by the 
Fund during the year to date.

4.20 Oversight & Governance also includes the operational budget for BCPP 
which is forecast to overspend by £0.022m – this is due to the operational 
costs becoming clearer as the year has progressed.

4.21 It should be noted that expenditure against this budget is influenced by 
activities within the Fund, for example the cost of due diligence on new 
investment products and consultancy advice. 

5.0 OPTIONS

5.1 Members have the option to:- 

5.1.1 Receive the report and note the 2018/19 half year projected outturn position; 
or

5.1.2 Note the position and request officers to undertake work different from that 
outlined in the business plan and adjust the budget accordingly.



6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 The resource and value for money implications are considered throughout 
this report.

6.2 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, the 
investment manager fees may exceed budget. 

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

7.0 LEGAL IMPLICATIONS

7.1 Under Part 2H of the Constitution 2.2 (j) provides it is a function of the 
Pensions 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 an efficiently managed Pension Fund. Members have a statutory 
duty to ensure activities are in place to deliver these requirements. 

8.2 Active management through setting, reviewing and monitoring against a 
detailed Business Plan and Budget are essential to achieve a robust 
governance and performance framework. 

8.3 Good progress is being made with regard to completion of the approved 
business plan with all targets either having been completed or on target for 
completion to plan. 

8.4 The 2018/19 approved budget for administering the Cumbria LGPS is 
currently forecast to overspend by £0.029m.

Julie Crellin
Director of Finance (Section 151 Officer)
10th December 2018

APPENDICES

Appendix 1 Progress against 2018/19 Business Plan



Appendix 2 2018/19 Projected Outturn for the Administration of the 
Cumbria LGPS as at 30th September 2018

Part 2 Appendix  Projected Outturn for the Investment Fees Budget 2018/19 
(Item 17 on the agenda)

Electoral Division(s): All

Executive Decision No

Key Decision No

If a Key Decision, is the proposal published in the current Forward Plan? N/A

Is the decision exempt from call-in on grounds of urgency? No

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

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

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

N/AHas an equality impact assessment been undertaken?

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

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

No previous relevant decisions.
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Contact:
Pete George, Group Finance Manager – Pensions, Investments & Insurance
01228 226311
peter.george@cumbria.gov.uk
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Appendix 1

Progress against 2018/19 Business Plan

Objective Progress in 2018/19

1. Administration
1.1 Continue to improve 

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

Ongoing
As has been regularly reported to the Pensions 
Committee, performance of the administration 
arrangements through Your Pension Service (YPS) 
declined following a restructure in April 2018. Officers 
have worked with management at YPS to review the 
recovery plan and it is expected that performance will 
return to pre-restructure performance levels of c 98% 
(which exceeds the SLA targets of 90%) by the end of 
December 2018.

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

Ongoing
Close monitoring of the employer data submission 
process by CLGPS officers including: 

 Quarterly meetings of operational officers to 
determine compliance and performance.

 Review and reconciliation of monthly data 
records submitted by employers.

Where employers do not submit member data in a 
timely manner, this is reported on a quarterly basis to 
Pensions Committee.

Officers will be conducting a review in the second half 
of the year of standard written communication from 
YPS to scheme members. This review will consider the 
readability and how easy the letters are to understand.

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 Scheme reconciliation 
- GMP (Guaranteed 
Minimum Pension) 

Ongoing
Data comparison between HMRC data and YPS 
records, investigation and correction of variances has 
progressed well during 2018/19. Where required 
pensions contributions have been amended following 
notification to the relevant members. Pensions 
Committee have continued to be advised of progress 
with regard to the scheme reconciliation.



Objective Progress in 2018/19

1.5 Review data quality 
held by the Fund in 
preparation for the 
2019 Actuarial 
Valuation.

Ongoing:
A report was presented to Pensions Committee in 
September 2018 detailing the various data quality 
reviews that had been conducted over the past year. 
This report also noted the development of a data 
improvement plan to further improve the data quality 
within the Fund ahead of the 2019 valuation.

Objective Progress in 2018/19

2.  Investment Management
2.1 Continue to 

investigate investment 
options for the 
infrastructure and 
opportunistic asset 
allocations.

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 options are identified that are considered to 
meet the investment objectives of the Fund, these are 
recommended to Investment Sub Group for approval.
Between 1st April 2018 and 1st December £360.8 
million of new alternative and opportunistic asset 
allocations have been approved by the ISG.

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

Pensions Committee agreed in principle in September 
2018 to transfer the 10% of the Fund’s investments 
allocated to UK Equity to BCPP. The transition of these 
assets is a significant undertaking and is currently 
being planned and will be effected later in the year.

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

On target
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. This review concluded 
that the Strategy was still fit for purpose and 
appropriate arrangements were in place to address the 
Fund’s negative cash flow position (this issue is 
referenced in the Funds Risk Register item 3.1).



Objective Progress in 2018/19

2.4 Implementation of 
Equity Protection 
solutions within the 
Fund.

Completed
The purchase of Equity Protection was approved by 
the Investment Sub Group on 20th February 2018 and 
the products were purchased on 4th April 2018 
providing protection against significant falls in the 
value of equity until 31st March 2020.

Objective Progress in 2018/19

3. Oversight & Governance
3.1 Review and update of 

Fund risks, policies 
and strategies

Completed (for Quarter 1 and 2)
Risks and policy changes are reported to Committee 
on a quarterly basis. 

In September 2018, the Pensions Committee 
approved amendments to the Discretions Policy and 
will be recommended to approve amendments to the 
Administration and Communications policy as part of 
this meeting’s agenda.

The annual review of the Fund Policy Document will 
be brought to Committee in March 2019.

3.2 Influence the 
development of robust 
governance 
arrangements in 
respect of the 
relationships between 
the Pension Fund and  
BCPP Ltd.

Complete:
Governance arrangements for the relationship 
between Pension Funds and BCPP Ltd are now fully 
developed.

The Chair of the Pensions Committee represents the 
Fund at Joint Committees of BCPP and represents 
the Council (as the Administering Authority) at 
shareholder meetings of the company. Additionally 
the Fund is represented at officer and statutory 
officers meetings with BCPP.

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

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

Ongoing
Progress on delivering the Training Plan is currently 
on target. 



Objective Progress in 2018/19

the Training Plan. A refresh of the Fund’s skills needs assessment is 
currently being undertaken to consider the training 
requirement of the Pensions Committee, Local 
Pension Board and Officers supporting the Fund.

A review of the training plan is presented elsewhere 
on this agenda.

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

Completed (for Quarter 1 and 2)
All contracts are regularly reviewed to ensure that 
performance is appropriate.

Officers review the performance of all investment 
managers on a quarterly basis and report on this 
performance to the Investment Sub group.

Officers meet regularly with Mercer Ltd to review the 
contractual obligations of the actuary and to consider 
future workloads e.g. triennial valuation.

Officers meet at least quarterly with the Deputy 
Director of YPS to review performance standards. 
These meetings have been more frequent since April 
2018 due to performance issues in the service as 
previously reported to Pensions Committee.

New contracts are commissioned through the 
national LGPS Framework where appropriate. The 
Fund is currently using the framework to contract for:

 a Transition Manager to support the transition 
of UK equities to BCPP as approved by 
Pensions Committee in September; and 

 member data tracing

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

Ongoing 
The Fund responds to relevant consultations that 
have the potential to have an impact on the structure 
and performance of the Fund. 

CIPFA recently launched a consultation on the 
preparation of the Pension Fund Annual Report. The 
deadline for this consultation is 7th December and 
any proposed response from the Fund will be shared 
with the Chair of the Pensions Committee prior to its 
submission.

3.6 Review of governance 
arrangements in 
response to financial, 

Ongoing 
Officers attend a range of training courses, 
conferences and webinar broadcasts to assist in 



Objective Progress in 2018/19

regulatory and 
structural changes.

keeping abreast of changes to financial, regulatory 
and structural changes. 

Pensions Committee are briefed on any 
developments at each meeting. This has recently 
included advising the Committee that the Pensions 
Regulator (the Regulator) has selected Cumbria 
LGPS as one of the cohort of 10 LGPS funds for its 
review of governance and administration in public 
service pensions.  The Regulator’s review is ongoing 
however work to date has identified areas for further 
improvement by the Fund, e.g. the inclusion of more 
detailed metrics in the data improvement plan, which 
are being implemented by Officers.

3.7 Completion of the 
2017/18 Cumbria 
LGPS Annual 
Accounts and Annual 
Report incorporating 
any new regulatory / 
technical changes

Complete
The closure of the financial accounts and production of 
the Fund’s annual report was achieved within the 
scheduled timetable. 
CLGPS’s external auditor (Grant Thornton) 
commented positively on the quality and timeliness of 
the Accounts and related working papers and issued a 
clean audit certificate with no adjustments required to 
the primary statements. 
The Annual Report (which incorporates the financial 
accounts) was approved by the Pensions Committee in 
September and has been published on the Council and 
Cumbria LGPS websites. 

3.8 Preparation to 
incorporate the 
requirement for the 
inclusion of Cost 
Transparency into the 
2018/19 Financial 
Accounts and Annual 
Report.

Completed
Relevant officers will undertake various training 
courses during Q4 of 2018/19 to ensure they have 
the appropriate knowledge and skills to comply with 
the requirement for the inclusion of Cost 
Transparency into the 2018/19 Financial Accounts 
and Annual Report. 



Appendix 2

2018/19 Projected Outturn for the Adminstration of the Cumbria LGPS as at 30th September 2018

2018/19 
Revised  
Budget

(£)

Actual to 
Date & 

Accruals 
(£)

2018/19 
Projected 
Outturn

(£)

2018/19 
Projected 
Variance 

(£)
Administration

1 - Pensions Administration
Administration Collaborative Arrangements 1,024,000 512,000 996,273 (27,727)
GMP Costs 25,000 42,500 87,343 62,343
2 - Employee Costs
Staffing & Accommodation - Employer Funding & Accounting 201,000 102,403 209,135 8,135
3 - Legal Advice
Legal Fees on Employer Issues 30,000 15,000 15,000 (15,000)
4 - Other
Medical & Other 0 0 250 250

Administration Total 1,280,000 671,903 1,308,001 28,001

Investment Management
1 - Fund Management Fees 4,226,900 2,113,450 4,240,675 13,775
2 - Custody Fees 100,000 51,290 106,100 6,100

Investment Management Total 4,326,900 2,164,740 4,346,775 19,875

Oversight & Governance
A - Employee Costs
Staffing & Accommodation - All other Governance 312,000 169,196 332,736 20,736
Staffing & Accommodation - Cumbria Pension Board 25,000 12,500 25,308 308
B - Pension Fund Committee
Subscriptions and Skills training 36,000 8,700 9,595 (26,405)
Training & Travel 3,000 2,641 3,641 641
C - Pension Board
Subscriptions and Insurance 9,000 4,500 8,540 (460)
Specialist Advice & Work 5,000 2,500 5,000 0
Training & Travel 2,000 1,562 2,562 562
D - Investment consultancy fees
Independent Advice Pension Committee 36,000 16,000 31,594 (4,406)
Professional Advice - ISG & Strategy 40,000 20,552 45,717 5,717
Professional Advice - Pooling / Transition Management 47,000 23,500 47,000 (0)
E - Performance monitoring service
Fund Performance Monitoring 22,000 11,000 22,011 11
F - Shareholder voting Service
Shareholding Voting Costs 16,000 16,500 16,500 500
G - Actuarial fees
Actuarial Valuation 0 0 0 0
Actuary Fees - General 120,000 68,000 120,000 0
Actuary Fees - Recharged to Employers (86,000) (43,000) (86,000) 0
H - Audit fees
External Audit 26,000 28,562 28,562 2,562
Internal Audit 4,000 0 0 (4,000)
I - Legal & Tax
Class Action Recovery 9,000 6,000 12,000 3,000
Investments 15,000 0 4,000 (11,000)
Tax Reclaim Legal Fee 20,000 4,000 12,000 (8,000)
J - Border to Coast Pensions Partnership
BCPP Development Budget (to June 2018) 75,000 75,000 75,000 0
BCPP Operational Budget (from July 2018) 600,000 321,000 621,632 21,632
Joint Committee 2,500 1,250 2,500 0
K - Other (including bank charges)
Bank Charges 4,000 2,000 3,884 (116)
Other Fees & Expenses 30,000 0 9,486 (20,514)

Oversight & Governance Total 1,372,500 751,963 1,353,267 (19,233)

Grand Total 6,979,400 3,588,606 7,008,043 28,643


