
CUMBRIA PENSIONS COMMITTEE

Meeting date: 13th December 2019

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

HALF-YEAR UPDATE OF THE PENSION FUND BUSINESS 
PLAN AND ADMINISTRATION BUDGET 2019/20

1.0 EXECUTIVE SUMMARY

1.1 This report advises Members of the progress towards the delivery of 
the 2019/20 Business Plan and the projected 2019/20 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 2019/20 is 
£6.451m. As at 30th September 2019 the projected 2019/20 outturn for 
the service is £6.536m. This equates to a projected overspend of 
£0.085m (this represents less than 1.5% of the budget). The majority of 
the overspend is due to additional investment management fees which 
are based on asset performance (if actual performance of the portfolio 
is greater than originally projected, the investment manager fees may 
exceed budget). Excluding these fees, the budget is forecast to spend 
to budget.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The Council’s vision is to be “A Council that works with residents, 
businesses, communities and other organisations to deliver the best 
services possible within the available resources”. As part of the 
approach to delivering this vision the Council aims to “Put customers 
at the heart of everything we do”.

2.2 Good governance, including review of business plans and monitoring 
of the budget, aids the Fund in ensuring its regulatory responsibilities 



are met, scheme members receive a good service, costs are controlled 
and its required investment return is achieved. 

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 RECOMMENDATIONS

3.1 It is recommended that Members:

3.2 Note progress against the approved Business Plan.

3.3 Note the 2019/20 half year projected outturn position against budget for 
the Cumbria LGPS and forecast overspend of £0.085m (less than 1.5% 
of the budget).

3.4 Approve the budget transfer of £0.991m from Management Fees 
(excluding Border to Coast) to Management Fees - Border to Coast to 
fund the projected fees associated with the management of the global 
equity portfolio from October 2019 to March 2020.

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 2019, Pensions Committee approved the 2019/20 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 2019/20 business plan are on track for delivery and forecasting an 
overspend of approximately £0.085m (primarily due to investment manager 
fees) for the year. 

4.2.1 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 balance to its budget.

2019/20 Business Plan

4.3 The 2019/20 Business Plan is split into the three component parts of the 
service namely, Administration, Investment Management and Oversight & 
Governance.

4.4 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 with all aspects of the business plan either 
having been completed, on target or are on-going work that is progressing 
towards completion.

4.5 In addition to the 2019/20 Business Plan, originally approved in March 2019, 
the Fund has had to respond to unforeseen activities during the first half of 
the year. These activities included understanding the potential impact of the 
McCloud case on the Fund, accounting for this within the 2018/19 Financial 
Statements and consideration of its impact upon the 2019 actuarial 
valuation.

2019/20 Budget

4.6 The original approved 2019/20 budget for administering the Cumbria LGPS 
was £6.451m. 

4.7 As at 30th September 2019, the projected outturn for this service for 2019/20 
is £6.536m and therefore an overspend of £0.085m is projected (this 
represents less than 1.5% of the budget). The majority of the overspend is 
due to additional investment management fees which are based on asset 
performance. Excluding these fees, the budget is forecast to spend to 
budget.

4.8 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 As detailed in the table below, the 2018/19 staffing budget for Pension 
Services is £0.551m and it is forecast to be underspent by £0.001m overall.   

4.13 In accordance with CIPFA guidance, the staffing budget is split across both 
the Administration and Oversight & Governance sections of the budget. The 
forecast split of spend against these two key areas of staffing indicates a 
forecast overspend on Administration of £0.013m and a forecast underspend 
of £0.014m on Oversight and Governance. 

4.14 The main driver of these variances has been the reallocation of staff 
resource during the year to ensure the Fund continues to be well-placed to 
meet the requirements and expectations of the Pensions Regulator, 
employers, Scheme Members and other key stakeholders.  In particular, this 



resource reallocation has allowed the Fund to focus on key business plan 
objectives such as improving data quality and the review and enhancement 
of Member/employer engagement. 

4.15 Going forwards the Fund will continue to ensure that the Pensions team has 
sufficient capacity and resilience to meet the challenges facing the Fund e.g. 
the outcome of the Good Governance review, the increased scrutiny of the 
Pensions Regulator and changes to scheme regulations. As verbally 
reported to Committee in September it is anticipated that this will require 
additional staffing resource (currently expected to be 1 FTE) and the filling of 
a current vacancy (1 FTE). Work is underway to progress this and the future 
budgetary implications will be included in the 2020/21 budget which will be 
considered by Committee at its meeting on 13th March 2020.

2019/20   
Budget (£)

2019/20 
Forecast 

Outturn (£)

2019/20 
Projected 

Variance (£)
Adminstration:
Employer Funding & Accounting 252,000 265,000 13,000

Oversight & Governance:
Other Governance 264,000 249,500 (14,500)
Pension Board 35,000 35,600 600

Total Staffing Budget 551,000 550,100 (900)

Administration 

4.16 The 2019/20 budget to manage pensions’ administration arrangements is 
£1.366m. As at 30th September 2019, it is forecast that this budget will be 
overspent by £0.001m. This is the net effect of the additional administration 
staffing costs referred to above (£0.013m), offset by a projected underspend 
on legal advice on scheme employer and scheme member issues 
(£0.012m). 

Investment Management 

4.17 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. 

4.18 It is currently forecast that the Fund will spend £4.452m on investment 
management fees in 2019/20, equivalent to £0.084m 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. 

4.19 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).



4.20 The budget for Fund Management fees (excluding Border to Coast) 
originally approved by Pensions Committee in March 2019 was £3.604m. 
This included the budget for the full year costs for the management fees 
associated with the Fund’s managers for Global Equity. However, this 
transitioned to Border to Coast in October 2019.

4.21 It is therefore recommended that £0.991m is transferred from the Fund 
Management Fees (excluding Border to Coast) to the Fund Management 
Fees - Border to Coast budget line to fund the projected fees associated with 
the management of the global equity portfolio by Border Coast in the second 
half of the year. 

4.22 The table below notes the original and revised budget for management fees 
assuming this recommendation is approved.

Original  
Budget (£)

Budget 
Transfers (£)

Revised  
Budget (£)

Fund Management Fees (excluding Border to Coast) 3,604,250 (991,000) 2,613,250
Fund Management Fees - Border to Coast 663,500 991,000 1,654,500
Custody Fees 100,000 0 100,000
Investment Management Budget 4,367,750 0 4,367,750

4.23 These budget transfers are included in the mid-year budget report presented 
in Appendix 2 and the Appendix presented in Part 2.

Oversight & Governance

4.24 The 2019/20 budget for the oversight and governance of the Fund, including 
the costs of supporting the Local Pension Board, is £0.718m. The main 
costs within this section of the budget relate to the actuary costs (including 
the cost of the triennial valuation) and the professional advice received by 
the Fund at ISG and Pensions Committee, funding of the investment 
strategy review and review of potential new investment products. 

4.25 As at 30th September 2019, the forecast outturn position is that overall spend 
for the year in this area will be in line with budget.  There are, however, a 
number of areas within the budget that are expected to underspend and 
others that are projected to overspend.  

4.26 An overspend against actuarial fees is forecast in 2019/20 due to a number 
of additional factors that have required support from the actuary e.g. 
treatment of McCloud and the potential for a cost cap. The Fund has also 
worked with the actuary to redesign the format in which valuation information 
is supplied to employers to make this more relevant and easier to 
understand. Where the Fund incurs costs from the actuary that relate to 
specific employers, these costs are recharged back to the originating 
employer and therefore do not form a net cost to the Fund.

4.27 Costs of investment consultancy advice is currently expected come in under 
budget due to a period of time where the Fund will have had only one 
Independent Advisor supporting ISG and Pensions Committee. It should be 
noted that, to ensure the ISG and Committee continue to receive 
appropriate, timely and comprehensive advice, the Fund will access 
additional external expert advice on an ad hoc basis until a second 



Independent Advisor is appointed. This has been factored in to the forecast 
figures.

4.28 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. 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 2019/20 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 2019/20 approved budget for administering the Cumbria LGPS is 
currently forecast to be overspent by £0.085m.

Julie Crellin
Director of Finance (Section 151 Officer)
13th December 2019

APPENDICES

Appendix 1 Progress against 2019/20 Business Plan

Appendix 2 2019/20 Projected Outturn for the Administration of the 
Cumbria LGPS as at 30th September 2019

Part 2 Appendix  Projected Outturn for the Investment Fees Budget 2019/20 
(Item 13 on the agenda)
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urgent and exempt from call-in and necessary approvals have been obtained.
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Appendix 1
Progress against 2019/20 Business Plan

Objective Progress in 2019/20

1. Administration
1.1 Implement action plan 

from the Pensions 
Regulator’s cohort 
review of the Fund

Ongoing
The Pensions Committee requested the Local Pension 
Board to review progress with completing the actions 
identified through the cohort review of the LGPS. 

The Board has noted good progress against this plan 
and it is expected that all actions will be completed by 
31st March 2020.

1.2 Continue to improve 
pension administration 
arrangements for the 
benefit of all members 
and employers of the 
Fund 

Ongoing
Officers have continued to work with management at 
YPS to improve pension administration arrangements 
throughout the year. 
Key improvements during the year include a refresh of 
the My Pension On-Line service and sustained efforts 
to validate the addresses of deferred members within 
the scheme.

1.3 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: 

 Monthly 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 and a detailed report is presented 
to the Local Pension Board.

1.4 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 
have continued to work closely with employers to 
support them in the development of processes to 
deliver the required data.

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 2019/20. Where required 
pensions contributions have been amended following 
notification to the relevant members. Pensions 



Objective Progress in 2019/20

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

1.6 Continual 
improvement 
programme for the 
quality of data held by 
the Fund.

Ongoing:
Data improvement within the Fund has been a key 
focus of attention during the year. In June, Pensions 
Committee requested the Local Pension Board to 
monitor and review progress against the data 
improvement plan. 
Key successes during the year to date include the 
tracing of deferred members within the scheme; 
addressing the outcomes of results of the National 
Fraud Initiative; and reviewing staff who have left 
employment but where a leaver form has not been 
submitted (pending leavers).

Objective Progress in 2019/20

2.  Investment Management
2.1 Continue to 

investigate investment 
options for the Fund’s 
‘underweight’ 
positions in asset 
allocations (primarily 
opportunistic and 
property).

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 2019 and 1st December £100.0 
million of new alternative and opportunistic asset 
allocations have been approved by the ISG.

2.2 Continue the transition 
of assets from 
Cumbria LGPS to 
Border to Coast 
Pensions Partnership 
Ltd (Border to Coast).

Ongoing
The Fund has continued to be active in influencing the 
range of sub-funds that Border to Coast Ltd provide 
with the aim of being reflective of the majority of 
Investment Strategy Asset classes and styles of all 
twelve underlying funds.

During the year to date, the Fund has transferred the 
20% of the Fund’s portfolio allocated to Global Equity 
to Border to Coast. 

In addition the Investment Sub Group has, during the 
year, approved the investment of £50m into Border to 



Objective Progress in 2019/20

Coast’s Infrastructure Sub Fund. 

These two investments bring the total invested with / 
committed to Border to Coast to approximately 1/3 of 
the value of the Fund.

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

On target
Throughout the year, Officers have worked closely with 
the Fund’s Investment Advisors, and specialist external 
consultants to undertake a full review to the Investment 
Strategy of the Fund. The resulting proposed strategy, 
to be considered by Committee at today’s meeting, is 
designed to address the cash flow requirements of 
Fund in the medium term.  Cash flow is expected to be 
a key focus of the next full review of the Strategy and, 
in the interim the Fund will continue to closely monitor 
its cash flow position.

2.4 Continual monitoring 
of the Equity 
Protection solutions 
held within the Fund.

Ongoing
The Fund has continued to monitor the Equity 
Protection product throughout 2019/20. The 
monitoring of this product, which provides protection 
against significant falls in the value of equity, will 
continue until the policies end on 31st March 2020.

Objective Progress in 2019/20

3. Oversight & Governance
3.1 Undertake the election 

process for 
membership of the 
Local Pension Board

Completed
Vacant posts to the Local Pension Board have been 
recruited to including the appointment of substitutes.

The Board currently has one vacancy for a 
representative of District Councils and is in the 
process of filling this.

3.2 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. 

During the first half of the year amendments were 
approved by the Pensions Committee to the following 
policies of the Fund:

 Admissions and Termination Policy; and 
 Funding Strategy Statement



Objective Progress in 2019/20

The annual review of the Fund Policy Document will 
be brought to Committee in March 2020.

3.3 Continue to influence 
the development and 
maintenance of robust 
governance 
arrangements in 
respect of the 
relationships between 
the Pension Fund and 
Border to Coast.

Ongoing:

The Chair of the Pensions Committee represents the 
Fund on the Joint Committee of Border to Coast and 
represents the Council (as the Administering 
Authority) at shareholder meetings of the company.
 
Additionally, a Member of the Fund’s Local Pension 
Board is the substitute scheme member 
representative on the Joint Committee.

The Fund is also represented at officer and statutory 
officers meetings with Border to Coast.

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

3.4 Review, measure and 
deliver training to 
Members and Officers 
as outlined in the 
Training Plan.

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

An update on the Training Plan is presented 
elsewhere on this agenda.

3.5 Compliance with 
contract review 
processes 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 and challenge performance 
standards. 

3.6 Assess the impact of 
and respond to 
consultations that will 
have an impact on the 

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



Objective Progress in 2019/20

structure and 
performance of the 
Fund.

During the first half of the year the Fund has 
responded to the following consultations:

 Restricting exit payments in the public sector: 
consultation on implementation of regulations

 Local Government Pension Scheme: Changes 
to the local valuation cycle and the 
management of employer risk

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

Ongoing 
Officers attend a range of training courses, 
conferences and webinar broadcasts to assist in 
keeping abreast of changes to financial, regulatory 
and structural changes. 

Pensions Committee are briefed on any 
developments at each meeting. This has recently 
included updating the Committee on the impact of the 
McCloud case for the Fund; the potential for 
extending actuarial valuation periods to every four 
years; and the impact of Hymans Robertson’s report 
on Good Governance in the LGPS.

3.8 Completion of the 
2018/19 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. 

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

Completed
The 2018/19 Financial Accounts and Annual Report 
were compiled in accordance with CIPFA’s example 
accounts requirements. 



Appendix 2
2019/20 Projected Outturn for the Adminstration of the Cumbria LGPS as at 30th September 2019

2019/20   
Revised 
Budget

(£)

Actual to 
Date & 

Accruals 
(£)

2019/20 
Projected 
Outturn

(£)

2019/20 
Projected 
Variance 

(£)
Administration

1 - Pensions Administration
Administration Collaborative Arrangements 1,059,000 529,500 1,059,000 0
GMP Costs 25,000 12,500 25,000 0
2 - Employee Costs
Staffing & Accommodation - Employer Funding & Accounting 252,000 128,358 265,000 13,000
3 - Legal Advice
Legal Fees on Employer Issues 30,000 0 15,000 (15,000)
4 - Other
Medical & Other 0 1,690 3,000 3,000

Administration Total 1,366,000 672,048 1,367,000 1,000

Investment Management
1 - Fund Management Fees (excluding Border to Coast) 2,613,250 1,953,521 2,622,792 9,542
2 - Fund Management Fees - Border to Coast 1,654,500 380,310 1,751,620 97,120
3 - Custody Fees 100,000 38,845 77,690 (22,310)

Investment Management Total 4,367,750 2,372,677 4,452,102 84,352

Oversight & Governance
A - Employee Costs
Staffing & Accommodation - All other Governance 264,000 149,784 249,500 (14,500)
Training & Travel 2,000 1,146 2,500 500
Staffing & Accommodation - Cumbria Pension Board 35,000 17,280 35,600 600
B - Pension Fund Committee
Border to Coast Joint Committee 2,500 0 2,500 0
Training, Travel and Allowances 3,000 4,000 1,000
Subscriptions and Skills training 36,000 10,400 20,800 (15,200)
C - Pension Board
National Scheme Advisory Board 9,000 8,500 8,500 (500)
Training & Travel 0 987 2,000 2,000
Specialist Advice & Work 5,000 950 2,000 (3,000)
D - Investment consultancy fees
Independent Advice Pension Committee 36,000 15,500 31,000 (5,000)
Professional Advice - ISG & Strategy 40,000 27,500 55,000 15,000
Professional Advice - Pooling / Transition Management 47,000 2,018 29,000 (18,000)
E - Performance monitoring service
Fund Performance Monitoring 22,000 11,400 22,800 800
F - Shareholder voting Service
Shareholding Voting Costs 9,000 4,750 9,500 500
G - Actuarial fees
Actuarial Valuation 70,000 42,400 100,000 30,000
Actuary Fees - General 120,000 70,000 140,000 20,000
Actuary Fees - Recharged to Employers (86,000) (43,000) (86,000) 0
H - Audit fees
External Audit 21,000 23,457 28,457 7,457
Internal Audit 4,000 2,000 4,000 0
I - Legal & Tax
Class Action Recovery 9,000 6,000 12,000 3,000
Tax Reclaim Legal Fee 20,000 4,000 8,000 (12,000)
Investments 15,000 0 5,000 (10,000)
J - Other (including bank charges)
Bank Charges 30,000 27,111 30,000 0
Other Fees & Expenses 4,000 0 1,000 (3,000)

Oversight & Governance Total 717,500 382,184 717,157 (343)

Grand Total 6,451,250 3,426,909 6,536,259 85,009


