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1 CHAIR’S INTRODUCTION  
 
As Chair of the Pensions Committee of the Cumbria Local Government Pension 
Scheme (LGPS) it is my pleasure to present, on behalf of my fellow Members, the 
Annual Report for 2019/20.  
 
2019/20 commenced in the same vein as recent years i.e. with continued regulatory 
challenge and market volatility.  The first nine months of the year saw positive returns 
in most investment markets; global equity markets in particular saw the best calendar 
year performance in a decade.  The last quarter of the financial year, however, was 
dominated by the effects of COVID-19 both in terms of the impact on the investment 
portfolio and the challenges the global response to the pandemic posed to the 
administration and governance of the Fund. 
 
Despite these extraordinary external pressures, I am pleased to report that, by having 
clear long term strategic plans that are underpinned with robust internal performance 
measurement frameworks and effective governance arrangements throughout, the 
Fund has continued to deliver its overriding objective: to secure the payment of 
pensions benefits now and in the future to its members.    
 
The Committee is aware that to maintain this performance the Fund must continue its 
active engagement at a national level across all core activities (investments, 
administration and governance) as well as being mindful of the risks the Fund is 
exposed to and attempting to mitigate these where possible. 
 
 
2019/20 Summary Key Results: 
 
Investment Portfolio: Against a backdrop which saw the worst quarter for global 
equity markets since 2008 and the FTSE All Share Index dropping by -18.5% over the 
financial year, the Fund returned -2.8% (net of fees) for the year.  As at 31st March 
2020 the value of the Cumbria LGPS Fund was £2,574m - a decrease of £129m from 
its value as at 31st March 2019 (£2,703m). 
 
The Pensions Committee is primarily focussed on longer-term performance and I am 
pleased to report that the Fund has outperformed both its 5 and 10 year benchmarks 
(5 year: 5.6% p.a. against a benchmark of 5.2% and 10 year: 7.7% p.a. compared to 
a benchmark of 7.1%). 
 
Pooling of Pension Assets: During 2019/20 the Fund continued to transition its 
assets to the Border to Coast Pensions Partnership Ltd (BCPP) in accordance with the 
government’s requirement to pool assets in the LGPS. 

During the year, the Fund completed the transition of its global equity portfolio 
(equating to £588m, approx. 20% of the Fund at the point of transition) to BCPP’s 
externally managed Global Listed Equity Alpha Fund. Additionally during the year, the 
Fund has approved new investments of £120m into BCPP Infrastructure Funds. These 
investments bring the total of the Fund’s portfolio invested (or committed to invest) into 
BCPP to approximately one third of the Fund’s total portfolio. 
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Throughout the year I have continued to enjoy a positive relationship with the Chairs 
of other Partner Funds of BCPP and we continue to work together to share each Fund’s 
respective views and find collaborative solutions to meet the many challenges that 
pooling presents. I was also pleased that Deirdre Burnet, Vice Chair of the Cumbria 
Local Pension Board attended four meetings in her capacity as a substitute Scheme 
Member Representative on the BCPP Joint Committee.  
 
Administration Activities: 2019/20 has been another busy and challenging year in 
terms of benefits and administration for the LGPS.  
 
During the year, the triennial valuation of the Fund’s assets and liabilities as at 31st 
March 2019 was undertaken. This exercise, which formed a significant part of the 
Committee’s work plan in 2019/20, identified that the funding value (i.e. the value of 
the Fund’s assets divided by the Fund’s liabilities) of Cumbria LGPS was 98.9% - an 
increase from 91% at the 2016 valuation. The valuation work ultimately determined the 
pension contribution rates to be made by employers within the Fund for the period 1st 
April 2020 to 31st March 2023.  
 
Despite the challenges of COVID-19, the Fund’s pensions administrator, Your Pension 
Service (YPS), has continued to ensure that a high quality service is provided to the 
58,396 scheme members and 126 employers within the Fund. 
 
The Fund has maintained a key focus on continuing to improve data held about our 
scheme members and ensuring that this is maintained to the standards expected by 
the Pensions Regulator. 
 
During the year, it was determined that findings from two separate age discrimination 
cases against the Firefighters’ Pension Scheme and the Judicial Pension Scheme 
applied to all public sector pension schemes including the LGPS. The Fund is awaiting 
the details of how these age discrimination cases will be resolved and the impact this 
will have for the LGPS and specifically the Cumbria Fund. 
 
Governance: With Kerry Powell as Chair, the Cumbria LGPS Local Government 
Pension Board has had another successful year and their Annual Report is included 
at page 7.  
 
The national Scheme Advisory Board are currently reviewing governance within the 
Local Government Pension Scheme through their “Good Governance Review”. 
Cumbria LGPS has contributed to the consultations that are informing this review and 
we await the final outcomes of the review to assess if any changes are required to the 
governance of the Fund. 
 
Throughout the year, members of the Board have attended joint training events 
alongside Members of the Committee and I look forward to the continuation of this 
constructive working relationship between the Committee and the Board for the future 
benefit of the Fund.  
 
Investment Strategy: The Investment Strategy Statement outlines the Fund’s 
investment strategy, and how the investment risk and return issues have been 
managed relative to the Fund’s investment objectives.  
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In accordance with the Fund’s business plan for 2019/20 a full review of the strategy 
was undertaken during the year and this work was informed by the findings of the 2019 
Triennial Valuation. The Pensions Committee approved the revised Investment 
Strategy in December 2019 and, in the final quarter of the year, the Fund started to 
transition to this new strategy as summarised in section 4.3 of this report, starting on 
p.36.   
 
Following year end, in recognition of the impact of the COVID-19 pandemic on global 
markets and following consultation with the Investment Sub Group, the Director of 
Finance (S151 Officer) commenced an investment strategy ‘sense-check’.  This 
exercise considered whether the strategic asset allocations set out in the strategy 
remain appropriate, and suggested a revised interim investment strategy.  
 
The implementation of a revised strategy is not a quick task and the Fund will continue 
progressing to the new portfolio throughout 2020/21 and beyond. Further details of this 
new strategy are detailed in the Fund Policy Document – Appendix A to this annual 
report. 
 
 
Summary:  
 
All LGPS Funds will continue to face challenges in the coming years as they aim to 
maintain regulatory compliance, deliver good investment performance, achieve sound 
governance and improve scheme member and employer satisfaction. The Fund seeks 
to deliver against these objectives at the same time as meeting external demands and 
pressures coming from additional national regulatory requirements and the necessary 
management of cashflow. 
 
However, I believe that, despite the challenges of COVID-19, the outlook for the LGPS 
as a whole and the Cumbria Fund in particular remains positive in the medium and 
long term. The embedded approach of the Pensions Committee, Local Pension Board 
and Officers of the Fund towards strong governance arrangements (including ensuring 
all involved in governing the Fund are appropriately trained), scheme member focused 
services and communication, performance driven monitoring and active outward facing 
engagement across all activities have placed Cumbria LGPS in a strong position to 
meet these challenges head on.  
 
I would like to convey the Committee’s thanks to all the council staff involved in 
administering the Cumbria LGPS as well as Your Pension Service, and our external 
advisors for their work during the year in supporting the management and beneficiaries 
of the Fund. 
 
Finally, I would like to thank my fellow Committee Members for their contributions 
during 2019/20 and welcome new Members that have joined throughout the year. 
 
I hope you will find the report informative. Further information is available from the 
contact points shown in Appendix C to this report. 
 
 
Cllr. Melvyn Worth 
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Chair of Cumbria Pensions Committee 
August 2020 
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ANNUAL REPORT OF THE CUMBRIA LGPS LOCAL 
PENSION BOARD FOR 2019/20   
 
As Chair of the Cumbria Local Pension Board (LPB) it is my pleasure to present the 
Annual Report for 2019/20 on behalf of my fellow Board members.  
 
The Public Service Pensions Act (PSPA) 2013 introduced the requirement to have a 
Local Pension Board to assist in the governance of the Scheme. The Board was 
established in 2015 to assist Cumbria County Council as the Administering Authority 
to fulfil its functions which cover all aspects of governance and administration of the 
Cumbria Local Government Pension Scheme (LGPS).  
 
The Council’s Constitution requires the Board to meet ‘as a minimum twice a year’.  In 
recognition of the important role the Board has to play in supporting Cumbria County 
Council in its role of administering the Cumbria LGPS, meetings are scheduled on a 
quarterly basis. There were four meetings held during the year.  
 
Membership 
 
In accordance with the Board’s Terms of Reference the Chair and Vice Chair rotated 
their roles during the year, and three Substitute Board members were appointed. 
 
Work Programme during 2019/20: 
 
2019/20 was another busy year for the Cumbria LGPS, with the Cumbria LPB 
continuing to focus on issues relating to Administration matters, in line with the 
expectations of the Pensions Regulator, and maintaining the high standard of data 
quality within the Fund.  The Board were apprised of work undertaken by the Fund, 
reviewed Pension Committee decisions and noted the recommendations the 
Committee approved at its quarterly meetings and maintained an oversight of the key 
risks. The Board was allocated specific tasks by the Pension Committee associated 
with monitoring future progress against the Data Quality Improvement Plan and 
reviewing the action plan addressing areas for improvement suggested by the 
Pensions Regulator. 
 
A workshop facilitated by CIPFA was held in April 2019 to consider in more detail the 
CIPFA Guide for Local Pension Boards, and how Boards add value to the governance 
and administration of the LGPS. In acknowledgement of the key role the Board has to 
play in supporting the Fund, the Board now formally report to Pensions Committee on 
a quarterly basis. 
 
To support their work on the Local Pension Board, members continued to maintain 
and develop the knowledge of the LGPS through attending various training courses 
throughout the year. 
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Training during the year: 
 

Training Delivery Date 

CIPFA LPB Conference External June 2019 

New Member Induction Internal  June 2019 

Taxation/Valuation/McCloud/Conflicts 
of Interest/Cost Transparency  

Internal/External September 2019 

LGA Fundamentals External October-
December 2019 

AVCs External October 2019 

BCPP Annual Conference External October 2019 

LAPFF Conference External December 2019 

Investment Products External  December 2019 

Data Security Internal/External January 2020 

LGA Investment Governance External January 2020 

CIPFA Spring Seminar External February 2020 

Public Service & Trustee Toolkit Individual ongoing 

 
Looking forward to 2020/21: 
 
The Cumbria LGPS (alongside all other LGPS’s) expects to continue to experience a 
number of challenges throughout 2020/21 across all functions of the Fund, including 
pensions’ administration, investments and governance, which will be incorporated into 
the work of the Board. 
 
The Work Plan of the Cumbria Local Pension Board also takes into account areas 
highlighted by the Pensions Regulator and will focus on review and analysis of the 
following areas: 
 

• Continual improvement programme for the quality of data held by the Fund; 

• Maintaining an oversight of the key risks of the Fund; 

• Monitoring and improving any employer data submission issues; 

• The added burden on administration work as the remedy for the McCloud 
discrimination case becomes clearer; 

• The implications of the Scheme Advisory Board’s review into Governance 
arrangements within the Fund; 

• The impact that consultations, regulatory changes and publications may have 
on the Cumbria LGPS; and 

• Consideration of the new UK Stewardship Code 2020 and the implications for 
the Cumbria LGPS in areas such as responsible investment and oversight, 
including consideration of the impacts of climate change.  

 
Deirdre Burnet has, to date, attended four meetings in her capacity as a substitute 
Scheme Member Representative on the BCPP Joint Committee. The Board 
contributed to the development of the BCPP Responsible Investment Policy during the 
year, and will continue to support policy development. 
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I would like to convey the Board’s thanks to all the Council’s staff involved in 
administering the Cumbria LGPS, staff at Your Pension Service, and our external 
advisors for their work during the year in supporting the management and beneficiaries 
of the Fund. 
 
Finally, I would like to thank my fellow Board members for their contributions to the 
successful operation of the Board during 2019/20.  
 
Kerry Powell 
Chair of the Cumbria LGPS Local Pension Board 
24 July 2020 
 

 

 
Information on the work of the Cumbria Local Pension Board can be found on our web 
page on the Cumbria County Council website: 
http://councilportal.cumbria.gov.uk/mgCommitteeDetails.aspx?ID=1164 
 

  

http://councilportal.cumbria.gov.uk/mgCommitteeDetails.aspx?ID=1164
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2 THE LOCAL GOVERNMENT PENSION SCHEME 
 
 

2.1 REGULATORY BACKGROUND 
 
The Local Government Pension Scheme (LGPS) is a statutory scheme, established 
by an Act of Parliament and governed by the Public Services Pensions Act 2013 (PSPA 
2013). The Fund is administered in accordance with the following secondary 
legislation: 
i. The Local Government Pension Scheme Regulations 2013 (as amended); 
ii. The Local Government Pension Scheme (Transitional Provisions, Savings and 

Amendment) Regulations 2014 (as amended); and 
iii. The Local Government Pensions Scheme (Management and Investment of 

Funds) regulations 2016 (as amended).  
 

Whilst the regulations are set on a national basis, individual Funds are managed by 
designated administering authorities at a local level. Throughout England and Wales 
there are 87 such authorities. Cumbria County Council is the Administering Authority 
for the Cumbria LGPS and as such is responsible for administering the Fund for the 
benefit of its own employees and the employees of scheduled bodies and admission 
bodies. Full details of the 126 employers participating within the Fund are set out in the 
Pension Fund Accounts on Note 25. Further details of the responsibilities and 
arrangements relating to Fund administration can be found in section 5.1 of this report.  
 
 

2.2 MEMBERSHIP AND BENEFITS 
 
Membership of the LGPS is open to all eligible employees of local government and 
other participating employers who are under 75 years of age. Teachers, Police Officers 
and Firefighters are excluded from the Scheme as they are members of separate 
statutory pension schemes. In line with regulations all eligible employees are 
automatically enrolled into Cumbria LGPS but have the freedom to opt-out should they 
so wish. Details of Cumbria LGPS membership numbers are set out in section 3.5.1 of 
this report. 
 
The regulations specify the type and amounts of pension and other benefits payable 
in respect of Scheme members who leave, retire or die. They also determine the 
employee contribution rates payable (see 2.3.1 below) on an ongoing basis (subject to 
the cost cap mechanisms1).  
 
More detailed information on the benefits of the Scheme and how to join it can be 
obtained by visiting the Your Pension Service website at: 
http://www.yourpensionservice.org.uk/local-government-scheme/   
  

 
1 Further details of cost control in the LGPS can be found on the LGPS Advisory Board website at: 
http://www.lgpsboard.org/images/PDF/Publications/CostControlMembsEmpsv2FINAL.pdf 
 

http://www.yourpensionservice.org.uk/local-government-scheme/
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2.3 CONTRIBUTION RATES 

 
2.3.1 EMPLOYEE CONTRIBUTION RATES 
 
Employee contribution rates are set by regulation. During 2019/20 rates payable were 
between 5.50% and 12.50% and between 2.75% and 6.25% for the 50:50 section of 
the scheme:   
 

 
 
2.3.2 EMPLOYER CONTRIBUTION RATES 
 
Employer contribution rates are set by the Fund’s Actuary every 3 years as part of the 
Actuarial Valuation. The last valuation was undertaken as at 31st March 2019 which 
set employer contribution rates for 3 years from April 2020. For further detail see 
section 6.4 of this report. The next triennial valuation is scheduled to be undertaken 
based on the assets and liabilities of the Fund as at 31st March 2022. 

 
 

2.4 REGULATORY CHANGES 
 
The following key change to LGPS regulations was enacted during 2019/20: 
 
2.4.1 EXIT CREDITS 
 
Amendments to the LGPS Regulations 2013 that were laid on 14th May 2018, required 
Funds to pay an “exit credit” where an exiting employer’s net Funding Position within 
the Fund exceeded 100%. However, this took no account of any risk-sharing 
arrangements that some employers had with their letting authorities. This led to the 
scenario where an employer may have been protected through a risk sharing 
arrangement during their term in the LGPS, but also benefited from receipt of an exit 
credit at termination. To rectify this, the Ministry of Housing, Communities and Local 
Government (MHCLG) amended the regulations in 2020 so that Administering 
Authorities may determine the amount of any exit credit payment due, having regard 

Standard pay band table from 1
st

 April 2019 to 31
st

 March 2020

If your whole time pay 

rate is:

You pay a 

contribution rate of:
50:50 Section

up to £14,400 5.50% 2.75%

£14,401 - £22,500 5.80% 2.90%

£22,501 - £36,500 6.50% 3.25%

£36,501 - £46,200 6.80% 3.40%

£46,201 - £64,600 8.50% 4.25%

£64,601 - £91,500 9.90% 4.95%

£91,501 - £107,700 10.50% 5.25%

£107,701 - £161,500 11.40% 5.70%

Over £161,501 12.50% 6.25%
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to any relevant considerations, including representations from the exiting employer and 
their letting employer. 
 
The amendment to the regulations required to give effect to these proposals came into 
force on 20th March 2020, however their effect is to be backdated to 14th May 2018. 
These amendments to the regulations have been reflected in the Fund’s Admission 
and Termination Policy as set out in Appendix A-7. 
 
 

2.5 OTHER MATTERS ARISING IN 2019/20 

 
2.5.1 AGE DISCRIMINATION IN PUBLIC SECTOR PENSION SCHEMES 
 
In 2015, the Government introduced reforms to public sector pension schemes 
(including the LGPS). In December 2018, the Court of Appeal ruled that the transitional 
protection offered as part of the reforms to some members of the Firefighters’ and 
Judicial pension schemes were unlawful on the grounds of age discrimination. 
 
In July 2019, the Government accepted that the discrimination, in what is referred to 
as the “McCloud” case, applied to all public sector pension schemes including the 
LGPS.  
 
A consultation on the LGPS’ proposed resolution to the McCloud case was issued in 
July 2020. The Fund will consider the impact of this proposed resolution on the Fund 
and its scheme members and respond to the consultation before the closing date on 
8th October 2020.  
 
2.5.2 GOOD GOVERNANCE REVIEW 
  
During 2019/20 the Scheme Advisory Board (SAB), supported by Hymans Robertson, 
continued its review of the governance arrangements within the LGPS.  The Fund 
contributed to this review through direct discussions with Hymans Robertson and 
through responding to consultations.  
 
In November 2019 the SAB published the “Good Governance - Phase II Report”. The 
report makes several recommendations for new standards of governance and 
administration and proposes how these can be measured and assessed 
independently. Draft statutory guidance on governance compliance statements and 
key performance indicators are currently being developed and the Fund will review 
these, once published, to assess any improvements that are required to the 
governance arrangements within the Cumbria LGPS. 
 
  
2.5.3 COVID-19 
  
The final quarter of 2019/20 was dominated by the impact of the COVID-19 pandemic 
both in terms of investment performance and challenges the global response to the 
pandemic posed to the administration and governance of the Fund. 
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Section 4 of the annual report notes the impact that COVID-19 has had on the 
investments of the Fund during the year. The impact has been mitigated to an extent 
by the diverse portfolio of the Fund as presented in the Investment Strategy Statement. 
 
Performance of the pension administration service has not suffered materially as a 
result of COVID-19 with all pensions continuing to be paid on time, new retirees being 
put into pension and payments such as death grants being paid in a timely manner.  
 
As noted in section 3.2, the Fund has recognised the risks that COVID-19 poses to the 
Fund and it has sought to mitigate these risks where possible.   
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3 MANAGEMENT AND FINANCIAL PERFORMANCE 

 
3.1 FUND MANAGEMENT AND ADVISORS 

 
Officers responsible for the Fund 
Julie Crellin 
Director of Finance (Section 151 Officer) 
 
 
 
Cumbria County Council 
Finance Directorate,  
Cumbria House,  
117 Botchergate,  
Carlisle,  
CA1 1RD 

Alison Clark 
Senior Manager - Pensions & Financial 
Services (Deputy Section 151 Officer 
LGPS) 
 
Cumbria County Council 
Finance Directorate, 
Pensions & Financial Services, 
Parkhouse Building,  
Kingmoor Business Park,  
Carlisle, CA6 4SJ 

 
Pensions Committee 
Details of the membership of the Committee during the year to 31st March 2020 are 
set out below. For further details of the role of the Pensions Committee, please see 
section 7.2.1. 

 

County Council Elected Members 

Mr MH Worth (Chair) 
Mr NH Marriner (Vice Chair) 
Mr SB Collins  
Mr J Airey 
Mr LN Fisher  
Dr S Haraldsen 
Mr P Thornton  
Mr M Wilson, from January 2020 
Mrs H Wall, to December 2019 

District Council Elected Member 
Mr J Mallinson, from August 2019  

Trade Union Non-Voting Members  
Ms T Barber  
Mr J Keith, from June 2019 

  
Updated details of the membership of the Pension Committee (including appointed 
substitutes, should they be required) are available at the following web address: 
http://councilportal.cumbria.gov.uk/mgCommitteeDetails.aspx?ID=150 

 
 
Local Pension Board 
Details of the membership of the Local Pension Board during the year to 31st March 
2020 are set out below. For further details of the role of the Local Pension Board, 
please see section 7.2.14. 
 

http://councilportal.cumbria.gov.uk/mgCommitteeDetails.aspx?ID=150
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Local Pension Board Members 

Mrs K Powell (Chair from October 
2019) 
Mrs D Burnet (Vice Chair from 
October 2019) 
Mr D Southward  
Mrs K Thomson  
Ms K Wilson 
Vacant  

– Other Employers representative 
 
– Pensioner member representative 
 
– Cumbria County Council representative 
– Deferred member representative 
– Active member representative 
– District Council representative 

  
Updated details of the membership of the Local Pension Board (including appointed 
substitutes, should they be required) are available at the following web address: 
http://councilportal.cumbria.gov.uk/mgCommitteeDetails.aspx?ID=1164 
 
 
Investment Managers 
 

Manager Core Asset Class Notes 

Aberdeen Standard Investments Direct & Indirect property, UK 
corporate bonds and cash 

 

Apollo Management 
International 

Multi Asset Credit  

Aviva  Long lease property  

Barings  Private Loan Funds  

BlackRock Investment 
Management  

Alternatives (to June 2012 – remaining 
funds held until maturity) 

Border to Coast Pensions 
Partnership Limited (BCPP) 

Active UK & Global equities, 
Private Equity and 
Infrastructure 

LGPS Asset Pooling 
Investment vehicle 

CQS Multi Asset Credit  

HealthCare Royalty Partners  Healthcare royalties  

Insight Investments Cash funds and securities  

JP Morgan  Infrastructure  

Legal and General Investment 
Management 

Passive equities, gilts, cash 
and currency hedge 

 

Loomis Sayles  Global Equities (to October 2019 – funds 
transitioned to BCPP) 

M&G  Real estate debt & long lease 
property 

 

Nordea  Global Equities (to October 2019 – funds 
transitioned to BCPP) 

Pantheon Ventures Private Equity  

Partners Group  Infrastructure & Multi Asset 
Credit 

 

PIMCO Investment 
Management 

Multi Asset Credit Invested in May 2020 (no 
funds held at 31st March 2020) 

Schroder Investment 
Management 

UK equities (to December 2018 – funds 
transitioned to BCPP) 

http://councilportal.cumbria.gov.uk/mgCommitteeDetails.aspx?ID=
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Manager Core Asset Class Notes 

SL Capital Partners Private Equity Secondaries, 
Infrastructure 

 

Unigestion 
 

Private Equity Secondaries  

 
Pool Operator 
Border to Coast Pensions Partnership Ltd (BCPP) 
www.bordertocoast.org.uk/contact/ 
 
Custodian 
State Street Bank and Trust Company 
 
Additional Voluntary Contribution providers: 
Prudential  
Scottish Widows 
Standard Life 
Equitable Life (to 31st December 2019) 
Utmost Ltd (from 1st January 2020) 
 
Actuary 
Mercer Ltd 
 
Legal Advisers 
Cumbria County Council Legal Services 
DLA Piper UK LLP 
Institutional Protection Services (IPS) / Labaton Sucharow (class actions) 
 
Bankers 
National Westminster Bank PLC 
 
Auditor 
Grant Thornton UK LLP 
 
Performance Monitoring 
State Street Investment Analytics  
Local Authority Pension Performance Analytics 
 
Independent Advisors 
Mr AJ Sutherland, Horizon Investment Advisory Limited 
Mr TJA Gardener, TG Advisory Services Ltd (to September 2019) 
Mrs C Scott, Giffordgate Limited (from March 2020) 
 
Pensions Administration (a delegated function from Cumbria County Council to 
Lancashire County Council) 
Local Pensions Partnership (LPP) - Your Pension Service 
Cumbria LGPS Team 
PO Box 1382, Preston PR2 0WQ 
Email: AskPensions@localpensionspartnership.org.uk 

http://www.bordertocoast.org.uk/contact/
mailto:AskPensions@localpensionspartnership.org.uk
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Telephone: 0300 323 0260 

 
3.2 RISK MANAGEMENT 

 
Risk management is the process by which the Council systematically identifies and 
addresses the risks associated with its activities; it is a key element of good 
governance for any organisation. Officers of the Fund maintain a Cumbria LGPS risk 
register (details of the format of the register and the methodology for measurement of 
risk can be found in the Governance Policy Statement at Appendix A-2 of this report) 
and continually review and monitor risks throughout the year.  
 
Pension Committee and Pension Board members receive a formal risk update on a 
quarterly basis as part of the quarterly monitoring report presented to the Committee. 
The quarterly monitoring report incorporates details of the major risks facing the Fund 
and includes a traffic light scoring system to categorise the anticipated likelihood and 
impact of each risk. Members actively monitor progress in relation to controls and 
actions taken to mitigate risk. Any significant emerging issues are escalated by Officers 
to the Chair and Vice Chair in the intervening periods. 
 

 
3.2.1 RISKS IDENTIFIED AT MARCH 2020: 
 
The risk register presented to Pensions Committee in March 2020 identified 15 risks 
to the Pension Fund.  Emerging risks associated with COVID-19 were becoming 
apparent by the March meeting and subsequent to this, two additional risks have been 
added to reflect the potential impact of COVID-19 on (a) the administration of the Fund, 
and (b) the value of the Fund and the potential consequential impact this would have 
on employer contributions. 
 
Of the 17 risks in the risk register at 31st March 2020, there was one risk in the red 
category, four identified in the amber category and twelve in the green category. A 
summary of the risk register as at 31st March 2020 is shown below at 3.2.2. Full details 
of the red and amber risks are presented in section 3.2.3. The full risk register 
(excluding the aforementioned two new COVID-19 related risks) is available to view in 
the Agenda Report pack for the Cumbria Pensions Committee by accessing the 
following link:  
http://councilportal.cumbria.gov.uk/ieListMeetings.aspx?CId=150&Year=0  
 
In addition to this note 14 to the Financial Statements (page 129) details the nature 
and extent of risks arising from Financial Instruments.  
  

Good to know: 

You can access details of your pension through My Pension On-Line 

available at: https://cumbrialive.yourpension.org.uk/  

http://councilportal.cumbria.gov.uk/ieListMeetings.aspx?CId=150&Year=0
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3.2.2 SUMMARY OF RISK REGISTER AT MARCH 2020: 
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3.2.3 RED AND AMBER RISKS IDENTIFIED AT MARCH 2020 
 

Risk: Caused by: Resulting in: Mitigated by: 

Information Security 
Arrangements 
There is a risk that the 
Council will experience 
a significant information 
security incident. 

 

A concerted cyber 
attack on Council or 
Local Pensions 
Partnership (LPP) which 
operates as Your 
Pension Service (YPS) 
in Cumbria  systems, 
inadequate information 
security arrangements, 
lack of training, 
awareness or human 
error. 

Partial or total 
interruption to service 
delivery to scheme 
members, scheme 
employers, Fund 
Officers or LPP.  
 
Disclosure of personal 
data or a data breach 
leading to financial 
penalties, liability claims 
and reputational 
damage.  
 

Cumbria County Council (CCC) – Corporate Risk 
 
The County Council maintains a detailed corporate risk register 
including the risk associated with Information Security Arrangements. 
 
The Fund adheres to the controls and measures in place detailed within 
the Corporate Risk Register. 
 
All staff within the team have completed the General Data Protection 
Regulation (GDPR) & Information Security e-learning training which is 
renewed on an annual basis. All Members have received training on 
information security. 
 
The Fund is compliant with the requirements of GDPR. 
 
Any data breaches by officers within the Fund are reported through the 
Council’s data breach processes and also recorded on the Fund’s 
breach register. 
 
In the event of systems being interrupted, the Council will implement the 
relevant Business Continuity Plan to ensure service continuity in a 
timely manner. 
 
Information security controls within the Council have strengthened and 
have been independently assessed in the following 3 areas: 

• GDPR: ‘Substantial Assurance’ Internal Audit opinion Jun 2019; 

• Cyber Security: ‘Reasonable Assurance’ Internal Audit opinion Jun 
2019; and 

• PSN: Annual independent PSN Accreditation confirmed July 2019. 

 
Local Pensions Partnership (LPP):  
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Risk: Caused by: Resulting in: Mitigated by: 

Cyber security risks and controls in place. 
 
Services backed up to tape every night and held off site. Disaster 
recovery plan is tested twice yearly.  
 
Networks protected by fire walls to prevent authorised access. Intrusion 
Prevention Systems are in place and penetration tests are completed 
annually. 

Pension 
Administration 
Processes 
There is a risk of delays 
in scheme members 
entering into pension or 
not receiving other 
services from the Fund 
in a timely manner. 
 

Organisational 
restructure within YPS 
& personnel changes 
and the need for 
retraining 

Customer 
dissatisfaction with the 
service which may lead 
to complaints 

Formal agreement in place with Lancashire County Council for the 
discharge of pension administration functions through the Local 
Pensions Partnership (LPP) which operates as Your Pension Service 
(YPS) in Cumbria. This confirms Lancashire will exercise the same skill, 
care and diligence they would apply to the discharge of their own 
functions in relation to the administration of pensions. 
 
Formal quarterly meetings of LPP and Cumbria LGPS officers to review 
and consider standards of service provision against LPP internal KPIs. 
Regular (at least quarterly meeting) of operational group and ongoing 
dialogue with officers at LPP throughout the year. LPP host an annual 
Client Forum providing officers the opportunity to engage with 
representatives from other Funds with LPP as their pensions’ 
administrator. 
 
The Deputy Director - Member Services of LPP attends all Cumbria 
Local Pension Board meetings and provides an update on performance 
and areas for development.  
 
Internal audit assurance is provided annually by Lancashire County 
Council that internal controls with LPP over the operation and 
administration of Cumbria Fire Service Pension Scheme data are 
adequate and effective.  
 
LPP also maintain their own internal audit programme and advise 
Officers of the findings of these reports. 
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Risk: Caused by: Resulting in: Mitigated by: 

McCloud Judgement 
There is a risk that the 
Fund is unable to 
adequately comply with 
required administration 
processes arising from 
the resolution of the 
McCloud judgement. 
 

Possibly an employer 
not having historic 
employment data for 
affected members; LPP 
not having appropriate 
resource to undertake 
the work; the Fund 
having insufficiently 
capacity to adequately 
review the results; or 
insufficient budget to 
fund the required 
project work 

Possible legal breaches 
reportable to the 
Pensions Regulator; 
incorrect pension 
entitlements being 
calculated for 
pensioners; and loss of 
credibility with scheme 
members and 
employers. 
 

This is an emerging risk and the Fund will be monitoring announcements 
from the Scheme Advisory Board as to additional information required 
from employers and additional workstreams for the Fund and LPP. 
 
The Fund will be discussing this emerging issue with LPP through its 
usual monitoring meetings and will be making preparations for 
managing the additional workloads. 

 

COVID-19 Impact on 
Pensions 
Administration 

There is a risk that 
COVID-19 could have 
an impact on the 
delivery of pensions’ 
administration services 
within the Fund.  

This could be caused by 
resourcing issues within 
LPP, the Fund or 
individual employers 
such as staff sickness, 
excess workloads e.g. 
increased death cases, 
furloughed staff within 
Fund employers etc.  

• This could result in poor 
administration across 
the Fund including 
failure to pay pensions 
to scheme members, 
employers failing to 
make payment of 
contributions to the 
Fund and other 
breaches of adherence 
to regulatory 
requirements. 

Staff of the Fund and at LPP are following government guidance and 
working from home where possible. 
 
Staff resources have been focused on providing essential administration 
services including payment of monthly payroll, commencing pensions for 
new pensioners and processing any payments payable following the 
notification of the death of a scheme member. 
 
A new telephony service suitable for home working arrangements has 
been procured by LPP to ensure an enhanced service for scheme 
members. 

COVID-19 - Impact on 
Investments 
 
There is a risk that the 
current turbulence in the 
investment markets 
could impact onto 
employer contribution 
rates payable to the 
Fund. 

This could be caused by 
market turbulence 
having a significant 
negative effect on the 
Funding Value of the 
Fund and individual 
employers. 
 

This could result in 
employer contribution 
rates increasing at the 
2022 valuation or the 
Actuary proposing a 
mid-term adjustment to 
contribution rates before 
2022. 

In order to protect Fund solvency and the affordability of employer 
contribution rates, the Fund seeks to dampen investment risk and 
deliver stable investment returns over the longer-term by investing in a 
diverse portfolio of assets.  
  
The Fund’s long-term approach to investment and its diverse portfolio of 
investment assets meant that, whilst it was affected by the significant 
market movements, the impact on performance was not as extreme as 
that experienced in any one asset class alone. 
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3.2.4 THIRD PARTY RISK 
 
Employers: 

• The 2019 valuation of the Fund was based on requirements set out within the 
2016 CIPFA Guidance ‘Preparing and Maintaining a Funding Strategy 
Statement in the LGPS’. This required the Actuary and the Fund to consider: 
• The requirement for contribution rates to be sufficient to secure the Fund’s 

solvency within an appropriate deficit recovery period, and  
• The desirability of employer contribution rates remaining as stable as 

possible. 
 

• Pension contribution payments from employers are monitored on a monthly 
basis. Late payments constitute a breach of regulatory obligation by the 
employer. Where such a breach occurs, this is reported to both the Pensions 
Committee and the Local Pension Board. Where the breach is considered to be 
materially significant, this will be reported to the Pensions Regulator. No 
material breaches were identified in 2019/20. The Fund will take any action 
necessary to protect other employers in the Scheme including (but not being 
limited to) charging interest on the late payments, claiming outstanding 
payments from the employers guarantor (if appropriate) or terminating the 
employer’s participation in the Scheme.  

 
Third party service providers: 

• Significant emphasis is placed on undertaking robust due diligence work at the 
selection stage on the governance arrangements of prospective third parties 
such as investment managers and core service providers (such as the Fund’s 
Custodian and Actuary). Once appointed, third party organisations are 
monitored on an ongoing basis throughout the year through mechanisms such 
as quarterly client review meetings focusing on both past performance and 
future plans and expectations, review of the pensions press and ISAE 
3402/SSAE 16 Internal Control reports. 

 
3.2.5 INVESTMENT RISK 
 
The Cumbria Fund has a diversified portfolio which it has developed in consultation 
with expert investment advisors and the Fund’s Independent Advisors. This spreads 
the risk associated with any particular form of investment whilst facilitating the growth 
potential of the Fund. The investment risks are spread further as a result of employing 
both active fund managers and a passive manager.  
  
The detailed selection and timing of investment purchases and sales within each 
portfolio is delegated to the Investment Managers to complete within the boundaries 
as laid down in their individual Investment Manager Agreements (IMA). 
 
The method of measuring manager performance is specific to each mandate (i.e. it will 
take into account factors such as the type of asset, whether it is a passive or actively 
managed portfolio and availability of relevant benchmarks) and is detailed in the 
Investment Management Agreements. Manager’s performance targets are set to 
balance exposure to risk and required performance. Their performance against target 
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is monitored throughout the year and reported to the Investment Sub Group every 
quarter.  
 
3.2.6 INTERNAL CONTROL AND RISK MANAGEMENT 
 
Good internal controls are an important characteristic of a well-run Fund and one of 
the main components of the administering authority’s role in securing the effective 
governance and administration of the Fund. Internal controls can help protect the Fund 
from adverse risks, which could be detrimental to the Fund and its stakeholders if they 
are not mitigated. 
 
The Internal Control and Risk Management Policy (Appendix A-11) details the 
structure of internal controls & risk management considerations that already exist in 
the processes Officers undertake on a regular basis. 

 
3.2.7 INTERNAL AUDIT 
 
In 2019/20 the Internal Audit function of Cumbria County Council, as the Administering 
Authority of the Cumbria LGPS Pension Fund, undertook a review of the controls over 
payments within the Cumbria Pension Fund. This review was in response to a reported 
fraud in another local authority where an employee took advantage of weaknesses in 
internal controls. This review concluded that, based on the walk-through testing 
undertaken by internal audit, controls are in place for payments relating to the Cumbria 
Pension Fund. 
 
 

3.3 FINANCIAL PERFORMANCE 
 

This section of the report looks at the management of pension fund income and 
expenditure other than that relating to the management of pension fund investments 
(which is detailed in section 4 of this report). 
 
3.3.1 CONTRIBUTIONS DUE FROM EMPLOYERS  
 
Details of contributions received by the Fund from employers are disclosed in note 3 
to the Financial Statements (see page 101). During the year there were a small number 
of employers who failed to pay contributions to the Fund in a timely manner.  
 
In each circumstance of late payment, Officers from the Administering Authority liaised 
with the employer to determine why the payment was late and to work with the 
employer to ensure that the payment was made. As noted in section 3.2.4 the Fund 
called in the guarantee for one employer who had entered into administration owing 
contributions to the Fund in 2019/20. 
 
There were no material breaches of employer statutory obligations to the Scheme in 
2019/20 and consequently no breaches were reported to the Pensions Regulator. 
 
The following table sets out employer and employee contributions made during 
2019/20 by employer within the Fund. 
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Employer 

Contributions* 
Employee 

Contributions 

  £'000 £'000 

Employers - Scheduled Bodies   

 Allerdale Borough Council   885   385  

 Appleby Grammar Academy   181   27  

 Barrow Borough Council   2,030   384  

 Burton Morewood Primary Academy   49   14  

 Caldew Academy   207   55  

 Carlisle City Council   1,936   744  

 Cartmel Priory Academy   97   22  

 Chetwynde School Academy   48   15  

 Cumbria Chief Constable   2,997   1,264  

 Cockermouth Academy   287   78  

 Copeland Borough Council   1,150   474  

 Cumbria Education Trust   931   225  

 Cumbria County Council   28,565   10,888  

 Dallam Academy   291   78  

 Dearham Primary Academy   69   20  

 Eden District Council   822   276  

 Fairfield Primary Academy   82   22  

 Furness Academy   449   103  

 Furness College   514   182  

 George Hastwell School Academy   138   33  

 Ghyllside Academy   97   25  

 Kendal College Further Education   379   112  

 Kendal MAT   66   16  

 Keswick Academy   321   82  

 Kirkbie Kendal Academy   208   53  

 Kirkby Stephen Academy   106   23  

 Lake District National Park Authority   704   343  

 Lakes College West Cumbria   439   154  

 Lunesdale Learning Trust   373   100  

 Orian Solutions   190   82  

 Queen Elizabeth Grammar Academy   144   28  

 The Queen Katherine School Academy   337   77  

 Richard Rose Academies   453   82  

 Settlebeck High Academy   76   18  

 South Lakeland District Council   1,710   603  

 Stanwix School Academy   85   21  

 Stramongate Academy   73   24  

 The Good Shepherd MAT   118   31  

 Trinity Academy   398   98  

 Walney Academy   162   40  

 West Lakes Academy   363   102  

 Less than 20 active members   759   256  
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Employer 

Contributions* 
Employee 

Contributions 

  £'000 £'000 

 Total for Scheduled Body employers   49,289   17,659  

   

Employers - Admitted Bodies   

 Carlisle Mencap Hart St   68   21  

 Carlisle Leisure Ltd   34   40  

 Life Leisure   119   38  

 South Lakes Housing   38   38  

 West House   410   152  

 Less than 20 active members   645   158  

 Total for Admitted Body employers   1,314   447  

   

 Total Contributions received   50,603   18,106  

* Employer contributions include Normal and Deficit recovery contributions 

 
 
3.3.2 PERFORMANCE AGAINST BUDGET 
 
The expenditure budget for administering the Cumbria LGPS for 2019/20 was £6.451m 
(excluding pooled fund costs and entry fees and transaction costs). The outturn for 
2019/20 was £6.068m resulting in an underspend of £0.383m as detailed below.  
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* The Cumbria LGPS Administration budget does not incorporate pooled fund costs 
and entry fees and transaction costs. Cumbria LGPS complies with CIPFA guidance 
on accounting for management expenditure and as a result of this these costs are 
accounted for as management expenses and adjusted from the change in market 
value and net income (where for management purposes they are budgeted). 
 

 
 
 
Narrative on variances: 

 

2019/20 

Revised 

Budget 

(£)

2019/20 

Outturn 

Actual 

(£)

Budget v 

Actual 

Variance 

(£)

Administration

- Pensions Administration 1,084 1,047 (37)

- Employee Costs 252 257 5

- Legal Advice 30 -                  (30)

- Other -             2 2

Administration Total 1,366 1,306 (60)

Investment Management

- Fund Management Fees - Border to Coast 1,655 1,328 (327)

- Fund Management Fees - Other Managers 2,613 2,597 (16)

- Custody Fees 100 77 (23)

- Pooled Fund costs including Entry Fees* -             6,541 6,541

- Transaction Costs* -             118 118

Investment Management Total 4,368 10,661 6,293

Oversight & Governance

- Employee Costs 299 318 19

- Pension Fund Committee 41 22 (19)

- Pension Board 16 15 (1)

- Investment consultancy fees 123 130 7

- Performance monitoring service 22 41 19

- Shareholder voting Service 9 10 1

- Actuarial fees 104 109 5

- Audit fees 25 32 7

- Legal & Tax 44 39 (5)

- Other (including bank charges) 34 44 10

Oversight & Governance Total 717 760 43

Total Pensions Expenditure 6,451 12,727 6,276

*Excluding pooled fund costs and transaction costs -             (6,659) (6,659)

Total Net Pensions Expenditure against Budget 6,451 6,068 (383)

Good to know:   

Total Management expenses paid in 2019/20 (£12.727m adopting CIPFA’s 
‘Management Costs Guidance’) equates to 0.49% of the Fund net assets at 31st 
March 2020.  
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• Pensions Administration - Pensions Administration costs were underspent 
by £0.060m against the budget of £1.366m. This underspend was primary due 
to lower than expected costs at YPS due to delays by HMRC related to the 
Guaranteed Minimum Pension (GMP) reconciliation exercise and there being 
no requirement for external legal advice related to administration matters during 
the year. 

 

• Investment Management - The investment manager fees (excluding pooled 
fund and transaction costs) 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. The full year spend on fund management and 
custody fees was £4.002m. This equated to £0.366m less than the budget of 
£4.368m. Pooled Fund and transaction costs (which are not included with the 
management budget) totalled £6.659m during the year.  

 

• Oversight & Governance - The Fund overspent on the Oversight & 
Governance budget of £0.717m by £0.043m. The Fund spent £0.019m more 
than budgeted on performance monitoring due to timing of undertaking a new 
contract resulting in the charges for 2 years being paid in 2019/20.  Other 
aspects of the Oversight & Governance budget overspent by a total of 
£0.024m. 

 
3.3.3 ANALYSIS OF POOL SET UP & ONGOING COSTS 
 
The expenditure shown at 3.2.2 above includes costs relating to the set-up and 
ongoing running costs of the Fund’s chosen pooling company, Border to Coast 
Pensions Partnership Ltd (BCPP).  The below table – ‘Cumbria Pension Fund’s 
Allocation of BCPP Expenditure’ - provides further detail of these costs.  These 
reconcile to the figures in the Fund’s 2019/20 accounts as follows:   
 

 
 
 

2019/20

£'000

Border to Coast costs within accounts:

Fund management fees * 1,328

Pooled fund costs (part of £6.541m) * 70

Total 'Border to Coast costs within accounts 1,398

Transition costs** 121

Indirect costs of investment ** 20

Minor timing adjustments *** 247

Total 2019/20 costs per below table 1,787

*    Included in the figures shown in Note 8 to the accounts.

**  Charged directly to the investment fund as cost of Investment.

*** The majority of this relates to a 2019/20 invoice pre-paid in 2018/19.
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Cumbria Pension Fund’s Allocation of BCPP Expenditure 

     
 
Estimated savings due to pooling & LGPS discounts: 
The Fund’s allocation to UK listed equity has been invested in the pool for the full year 
in 2019/20; it is estimated that the pool delivered savings on management fees for 
these assets of £0.338m.  The Fund’s allocation to global listed equity was invested in 
the pool for six months during 2019/20, and it is estimated that this has delivered 
savings of £0.070m for this period.  In addition to this the Fund has benefited from 
discounted management fees negotiated as a result of the pooling agenda, in particular 
on passive management.   
 
Taking both the savings generated by the negotiated fee rates and the savings on the 
UK and global listed equity management fees, the estimated total savings in 
investment management fees arising from collaboration with pooling partners 
(including on passive management) were £0.739m in 2019/20, and cumulatively to 
date amount to £1.850m.  This figure does not take into account the set up costs, costs 
to transfer assets, and non-investment related running costs of the pool. 
 

2019/20 2018/19 2017/18 2016/17 Cumulative

£'000 £'000 £'000 £'000 £'000

Set up Costs

  - Implementation

     Staff Costs                -   56 70              -   126

     Recruitment                -   27 18              -   45

     Legal & Tax advice                -   80 67              -   147

     Procurement                -   8               -                -   8

     ICT                -   23 17              -   40

     Project Mngt Costs                -   31               -                -   31

     Other Costs                -   14 7 10 31

  - Total Implementation costs                -   239 179 10 428

Other Set up Costs

  - Sub-fund development and projects 187 175               -                -   362

Sub-total Set-up Costs 187 414 179 10 790

Governance and oversight of company

  - Equal allocation to partner funds 194 171               -                -   365

  - Allocation on 'assets under management' (AUM) 70                -                 -                -   70

264 171               -                -   435

Investment Management Fees

  - Direct Sub-fund costs 1,104 13               -                -   1,117

  - Indirect Sub-fund costs (on AUM) 111                -                 -                -   111

1,215 13               -                -   1,228

Transition Management Fees

  - Transition manager costs 121 50               -                -   171

Sub-total Ongoing Costs 1,600 234               -                -   1,834

Total Costs 1,787 648 179 10 2,624

Estimated fee savings due to pooling & LGPS 

discounts
(739) (444) (335) (332) (1,850)

(this does not take into account the set-up costs, 

costs to transfer assets, and non-investment 

related running costs of the pool).
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One of the main aims of pooling is to deliver cost savings through economies of scale 
whilst generating the net returns required to fund members’ current and future 
pensions. The joint submissions to Government by the BCPP partner funds in February 
2016 and July 2016 detailed the pooling proposal and outlined the potential savings 
that could be achieved.  Based on estimates of total investment costs and fees for each 
of the authorities in the pool (£126m as at March 2015), the proposal outlined potential 
savings per year of between £15m and £27m by March 2021, and between £21m and 
£39m by March 2024, excluding set-up costs and transition costs. Estimated break-
even for the pool overall was expected to be achieved at best within 2 years and at 
worst within 5 years (March 2023). 
 
The build of the new pooling company will involve several years of upfront set-up costs 
whilst in the build phase, to invest in a structure that will enable future years of cost 
savings from economies of scale and collective investment. The benefits are expected 
then to be seen for many years to come, more particularly in private markets and 
alternatives where investing at scale has a significant impact on fees that can be 
negotiated.  
 
 
3.3.4 ANALYSIS OF PENSION OVERPAYMENTS, RECOVERIES AND AMOUNTS WRITTEN OFF   
 
The Cumbria Pension Fund pays approximately 17,000 pensions every month and 
annual net pensions paid totalled £74.270m in 2019/20 (£70.525m in 2018/19). With 
such a large volume of pensioner payments, there is the risk of payment to a member 
of a pension greater than they are entitled to. The main cause of overpayments is the 
late notification of the death of a pensioner. 
 
To limit potential overpayments the Fund operates rigorous controls and participates 
in several multiagency initiatives, including the National Fraud Initiative (NFI) an 
exercise to match data and identify overpayments, and Tell Us Once (through 
Department of Work and Pensions) to receive early notification of deaths. 
 
Wherever possible the Fund, while sympathetic to individual circumstances, will 
attempt to recover any overpayment and will only write off an overpayment as a last 
resort when it is uneconomical to pursue or all other avenues have been exhausted.  
 
 

 
 
 

£
Number 

of cases
£

Number 

of cases
£

Number 

of cases
£

Number 

of cases
£

Number 

of cases

Overpayments 78,393 136 140,060 112 45,917 105 156,755 163 48,643 92

Overpayments as % of annual 

pensions paid
0.11% 0.20% 0.07% 0.24% 0.08%

Overpayments recovered in year 80,325 115 128,388 115 89,894 113 97,804 140 42,115 83

Overpayments in process of recovery 25,032 40 61,514 25 23,498 24 71,599 32 6,528 9

Overpayments in process of recovery 

as a % annual pensions paid
0.03% 0.09% 0.03% 0.11% 0.01%

Overpayments written off 7,459 7 245 3 5,244 3 1,200 3 3,524 5

Some of the recoveries and write off's listed, above relate to cases which commenced in previous years.

2019/20 2015/162016/172017/182018/19
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3.4 PERFORMANCE AGAINST BUSINESS PLAN 2019/20 
 
As part of its governance arrangements the Pensions Committee approves a detailed 
Business Plan and associated budget prior to the start of the year. The purpose of the 
Business Plan is to provide an annual action plan for the key priorities of the Fund. 
While the plan is reviewed annually it builds on those prepared for earlier years.  

 
All work plan objectives in the 2019/20 Business Plan have either been completed 
during the year or are ongoing work that is on track for completion. A summary of 
delivery against the Business Plan during the year is presented as Note 1(d) to the 
Financial Statements of the Cumbria Pension Fund presented as Section 8 in this 
Annual Report.  
 
3.4.1 LOOKING FORWARD - BUSINESS PLAN 2020/21 
 
Looking forward to 2020/21, the proposed key deliverables in the year (grouped under 
the three main service areas of Administration, Investment Management and Oversight 
and Governance) include:   
 
 

Pensions Administration 

• Appraising the impact of any revised regulations arising from the resolution to the 
McCloud age discrimination case and the re-running of the cost cap process and 
implementing any required changes to the scheme; 

• Continuing to improve pension administration arrangements for the benefit of all 
members and employers of the Fund; 

• Continual improvement programme for the quality of data held by the Fund; 

• Continuing to monitor and improve employer data submission issues; 

• Maintaining effective communication and liaison with Fund employers to meet the 
data requirements of the Pensions Regulator; and 

• Continuing with implementing Guaranteed Minimum Pension (GMP) 
reconciliations in accordance with HMRC guidelines. 

Investment Management 

• Investigating suitable investment options to implement the revised Investment 
Strategy approved by Pensions Committee in December 2019; 

• Liaising with Border to Coast Pensions Partnership Ltd (BCPP) to ensure that 
suitable opportunities are available within the pool for the Fund to transition to its 
amended investment strategy; and 

• Retendering for the Custodian and Performance Monitoring contract. 
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Oversight & Governance 

• Completion of the 2019/20 Cumbria LGPS Annual Accounts and Annual Report 
incorporating any new regulatory/technical changes; 

• Assessing the impact of and respond to consultations that will have an impact on 
the structure and performance of the Fund. This will specifically include the SAB’s 
review into Good Governance in the LGPS; 

• Reviewing governance arrangements in response to financial, regulatory and 
structural changes; 

• Reviewing and updating Fund risks, policies and strategies; 

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

• Retendering for the legal services contract. 

As the impact of COVID-19 becomes clearer, the Fund’s work plan will be reviewed 
and amended where appropriate to ensure it addresses any relevant issues arising as 
a result of the pandemic.       
 
 

3.5 ADMINISTRATION MANAGEMENT PERFORMANCE 
 

Cumbria LGPS has an arrangement with Lancashire County Council for the provision 
of pension administration. Lancashire County Council has contracted for this service 
(for both the Lancashire and Cumbria LGPS Funds) to be undertaken by the Local 
Pension Partnership (LPP), which operates in Cumbria as Your Pension Service 
(YPS). This is a not for profit arrangement providing pension administration services to 
the public sector. YPS’s performance against key pension administration indicators in 
2019/20 for Cumbria LGPS was 97% against a target of 95% as set out in the table 
below.  
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YPS and their client Pension Funds, including Cumbria LGPS, are currently reviewing 
the performance indicators used to assess performance of the pensions administration 
service. This will aim to ensure that performance is assessed by focussing on customer 
experience thereby “putting the customer at the heart of everything we do” a key 
objective of Cumbria County Council, as the Administering Authority of the Cumbria 
Pension Fund.  
 
 
3.5.1 NUMBER OF SCHEME MEMBERS IN THE FUND  

 
Over the last four years the Fund has seen a 7% increase in the numbers of Scheme 
Members as detailed below:  
 

 
 
 
During the year 1,097 scheme members were put into pension of which 46 of these 
scheme members converted their pension into a cash lump sum. The breakdown of 
new pensioners is set out in the table below.  

Target
Actual 

2019/20

Actual 

2018/19

Actual 

2017/18

% % % %

Estimate benefits within 10 working days 95 94 91 98

Payment of retirement benefits within 10 

working days
95 96 90 99

Payment of death benefits within 10 working 

days
95 96 83 98

Implement change in pensioner 

circumstance by payment due date
95 99 98 99

Respond to general correspondence within 

10 working days of receipt
95 97 78 95

Action transfers out within 15 working days 95 99 84 97

Action transfers in within 10 working days 95 98 84 98

Pay refunds within 10 working days 95 97 93 99

Provide leaver statement within 15 days 95 97 93 97

Amend personal records within 10 working 

days
95 100 99 100

95 97 91 98

Please note the target was 90% prior to 2019/20

Indicator

Membership 

Category
31-Mar-20 31-Mar-19 31-Mar-18 31-Mar-17 31-Mar-16

Actives 16,989 16,453 17,034 16,832 16,270

Deferred 24,420 25,202 24,436 23,793 23,339

Pensioners 16,987 16,185 15,796 15,373 14,910

TOTAL 58,396 57,840 57,266 55,998 54,519
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Retirement Method
Active 

Members 

Deferred 

Members
Total

Ill Heath 16 -                  16

Normal Retirement 116 -                  116

Early Retirement 169 742 911

Late Retirement 54 -                  54

TOTAL 355 742 1,097      
 
3.5.2 EMPLOYERS IN THE FUND  

 
As at 31st March 2020, there were 126 employer bodies within the Fund (127 at March 
2019). During the year, one Academy employer joined the Fund and two Academies 
merged with others already in the Fund. 
 
The table below provides a summary of employers as at 31st March 2020 split between 
those with and without active members in the Fund. 
 

 
 
The service standards set and agreed between the Fund and employers is detailed in 
the Administration & Communication Policy presented in Appendix A-3 to the Annual 
Report. 
 

Scheduled 

Bodies

Admitted 

Bodies
Total

Employers with active 

members
70 34 104

Employers with liabilities 

but no active members
12 10 22

TOTAL 82 44 126
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4 INVESTMENT POLICY AND PERFORMANCE REPORT 
 

4.1 INTRODUCTION 
 
The purpose of this section of the report is to demonstrate how the investment strategy 
has been implemented during the year.  
 
Investment Strategy Statement:  The Local Government Pension Scheme 
(Management and Investment of Funds) Regulations 2016 require an Administering 
Authority to prepare, maintain and publish an Investment Strategy Statement (ISS). 
The aim of the ISS being to formulate a policy for the investment of Fund money, which 
must be in accordance with guidance issued by the Secretary of State.  
 
The ISS (Appendix A-4.) outlines the Fund’s investment strategy, and how the 
investment risk and return issues are to be managed relative to the Fund’s investment 
objectives. It should be read in conjunction with the Funding Strategy Statement (FSS) 
(Appendix A-6) which sets out how solvency risks will be managed with regard to the 
underlying pension liabilities. 
 
In summary the Fund has a long term, prudent, risk aware investment strategy, which 
is kept continually under review through an annual evaluation of the Funding Strategy 
and the Investment Strategy Statement. 
 
Funding Strategy Statement:  The Funding Strategy Statement (FSS) is the 
Administering Authority’s key governance document in relation to the actuarial 
valuation. It sets out the funding policies adopted, the actuarial assumption used and 
the timescales over which deficits will be paid off.  
 
The purpose of the FSS is: 
 
• to establish a clear and transparent fund-specific strategy which will identify how 

employers' pension liabilities are best met going forward; 
 
• to support the regulatory requirement for contributions rates to be sufficient to 

secure the Fund’s solvency within an appropriate deficit recovery period; 
 
• have regard to the desirability of employer contribution rates remaining as stable 

as possible; and  
 
• to take a prudent longer-term view of funding those liabilities. 
 

 
4.2 INVESTMENT MANAGEMENT, ADMINISTRATION AND CUSTODY 

 
Overarching administration of investments (including accounting, appointment of 
investment managers (excepting those appointed by BCPP on behalf of the pool), 
custodian, and other investment related services) is undertaken in-house by Cumbria 
County Council as Administering Authority of Cumbria LGPS.  
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To facilitate effective management of the Fund’s assets through efficient use of the 
Pension Committee’s time and to enable tactical investment decisions to be taken and 
actioned more nimbly, the Fund operates a tiered investment governance structure. 
The Committee controls asset allocation (which current empirical evidence has been 
shown to drive over 85% of performance) while tactical investment decisions and 
investment manager monitoring have been delegated to Officers in consultation with 
the Investment Sub Group. (For further details of the governance arrangements within 
Cumbria LGPS see section 7.2.) 
 
The Committee have delegated the day to day management of the Fund’s investments 
to professional investment managers, appointed in accordance with the Local 
Government Pension Scheme (LGPS) regulations, whose activities are specified in 
detailed investment management agreements and regularly monitored. These 
managers include the Border to Coast Pensions Partnership Ltd (BCPP), formed and 
owned by twelve (prior to 1st April 2020, eleven thereafter following the merger of two 
funds) partner LGPS funds including Cumbria, in order to collectively pool investment 
assets; more detail on pooling is included in section 4.4. 
 
Cumbria LGPS’s assets are held in custody either by the Fund’s independent 
custodian - State Street (bonds, some cash and some alternatives) or by investment 
managers (pooled funds, UK property, some cash, and most alternatives). The 
custodial services include trade settlement and processing, portfolio reporting, income 
collection and cash management.  
 
A currency hedging account is operated directly with Legal & General in respect of 
50% of the Fund’s overseas equities exposure to the major currencies. 
 
Detailed investment performance monitoring is undertaken by State Street Investment 
Analytics (WM Company). When required transition services are procured in line with 
Cumbria County Council’s procurement procedures. 
 

4.3 ASSET ALLOCATION 
 
The Fund’s Investment Strategy (including the core investment objectives and asset 
allocations) must be sufficiently flexible to meet longer term prevailing market 
conditions and address any short term cash flow requirements.  To ensure these goals 
are achieved a full Strategic Investment Review will normally be undertaken by the 
Fund every three to five years by specialist professional advisors.   

The Fund underwent a full review of the Investment Strategy in 2019/20 following the 
completion of the Triennial Actuarial Valuation of the Fund.  The key principles for the 
revised Investment Strategy agreed by the Pensions Committee in December 2019 
were: 

• Return generation - at a 98.9% funding level (as at 31st March 2019) the Fund 
was in a strong funding position.  However, this funding level represents the 
position at a snapshot in time i.e. Cumbria LGPS is an open fund which is 
continuing to accrue liabilities and therefore needs to continue to generate 
sufficient return to meet those liabilities.  As such the revised strategy was  
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designed to continue to, over the long term, deliver a similar expected return as 
the previous strategy. 

• Stability for employers - stability of the funding level is also important to help 
protect Fund employers from sudden and potentially significant fluctuations in 
contribution levels. In recognition of this the review sought to design a strategy 
which delivers both a return in line with the funding strategy and reduced 
volatility to help protect those employers with lower funding levels and are more 
vulnerable to sudden changes in employer contributions. 

• Inflation risk – the Fund’s inflation-linked discount rate means that it is largely 
protected against day to day inflation volatility, however there is a risk that, if 
inflation was to rise sharply and asset values do not keep pace with any 
increase, the Fund’s strong funding position would potentially weaken and 
impact employer contributions. In order to mitigate some of this risk, the 
Strategy increased the percentage of assets held by the Fund that are more 
closely linked to inflation e.g. long lease property, index-linked gilts and (to an 
extent) infrastructure equity/debt. 

• Volatility risk - equities are expected to produce good returns over the long term 
and provide a good source of liquidity. As such they play an important role in 
the Strategy.  However, equities are volatile and, at the time of the review, 
dominated the Fund’s risk exposure. In recognition of this the strategy reduced 
the allocation to public and private equity in favour of assets with a similar 
expected return but less volatility. 

• Illiquidity premium – the Fund is long-term and can lock up capital for longer to 
take advantage of the additional premium this offers. The Strategy seeks to 
increase the Fund’s exposure to less liquid assets in order to benefit from the 
illiquidity premium, whilst also ensuring that it is able to meet its cashflow 
requirements.  

The targeted investment asset allocation is specified in the Fund’s Investment Strategy 
Statement, which has been agreed by the Pensions Committee, and also includes a 
section detailing the Fund’s Investment Beliefs.  
 
The process of implementing changes in asset allocation to enable the Fund to reach 
its revised allocation targets commenced immediately following Committee approval in 
December 2019, with the following changes being made in the period to 31st March 
2020:-  

 

• The selection of suitable investments for the alternatives portfolio, including new 
investment commitments made to BCPP private markets funds launched in the 
year (Border to Coast Infrastructure 2019, Border to Coast Private Equity 2020 
and Border to Coast Infrastructure 2020) and Partners Group Private Market 
Credit Fund V; 
 

• The continuation of capital drawdowns to previously agreed commitments to 
infrastructure, private equity and private debt funds; 
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• The reduction of the listed equity allocation and ending of the equity protection 
product; and 
 

• The selection of suitable investments to a new 12% allocation to Multi-Asset 
Credit funds. 

 
Following year end, in recognition of the impact of the COVID-19 pandemic on global 
markets and following consultation with the Investment Sub Group, the Director of 
Finance (S151 Officer) commenced an investment strategy ‘sense-check’.  This 
exercise considered whether the strategic asset allocations set out in the strategy 
remain appropriate.  The results, considered in August and September, recommended 
some small revisions to the interim Investment Strategy, recognising the ongoing 
uncertainties in investment markets, reduced future investment return expectations, 
implications for employer contribution rates, and the need to maintain the funding level 
of the Fund.  Given the significant ongoing uncertainties in the markets, it is anticipated 
that further work will be undertaken on the review of the target Investment Strategy in 
2021. 
 
Ongoing implementation of changes towards the revised Investment Strategy has 
been incorporated within the Fund’s business plan for 2020/21. 

 
Investment asset allocation once Investment Strategy has been fully 
implemented: 
 
The targeted investment asset allocation is specified in the Fund’s Investment Strategy 
Statement, which has been agreed by the Pensions Committee, and this also includes 
a section detailing the Fund’s Investment Beliefs. 
 
The following chart shows the target investment asset allocation to be held by the Fund 
as set in the Investment Strategy: 
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Investment assets as at 31st March 2020: 
  
The following chart shows the distribution of the total investment assets held by the 
investment managers across all the asset classes at the year-end: 
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Assets held in investment pooling arrangements: As at 31 March 2020, the 
investments managed by the BCPP Pool totalled £707.549m, with the remaining 
£1,855.457m investments managed outside of the pool, as shown in the following 
table. 
 
 

 
 
 
Full Details of the investments managed outside the pool are listed by Investment 
Manager and asset class in Table 10(e) of the pension fund accounts (section 8) 
 
Further details of investment asset pooling are set out at 4.4 below. 
 
Changes in assets during the year:  The table below sets out the change in the 
proportion of the Fund’s portfolio held in assets identified in the Investment Strategy 
between 1st April 2019 and 31st March 2020: 
 

 
 
Where the Fund holds a greater percentage of its portfolio in an asset class than is 
targeted in the Investment Strategy Statement (ISS), this is referred to as the Fund 
being “overweight”. Similarly where the Fund holds a lower percentage of its portfolio 

Manager Asset Class

£'000 % £'000 %

Investments Managed by Border to 

Coast Pensions Partnership Ltd

Border to Coast UK Equity Equities    268,002 9.9% 223,894 8.7%

Border to Coast Global Equity Apha Equities               -                 -   472,433 18.4%

Border to Coast UK Equity Infrastructure Funds               -                 -   6,480 0.3%

Border to Coast UK Equity Private Equity Funds               -                 -   4,742 0.2%

Managed by Pool    268,002 9.9% 707,549 27.6%

Investments Managed outside 

Border to Coast Pensions 

Partnership Ltd

Assets outside 

Pool
2,429,599 90.1% 1,855,457 72.4%

Total Net Investments 2,697,601 100.0% 2,563,006 100.0%

The Fund has no local investment assets i.e. invested directly in Cumbria.

31 March 2019 31 March 2020

Assets as at 

1st April 

2019

Assets as at 

31st March 

2020

Movement

UK Equities 13% 9% (4%)

Global Equities 36% 24% (12%)

Fixed Interest / Corporate Bonds 6% 7%              1% 

Index Linked Bonds 18% 19%              1% 

Multi-Asset Credit 0% 7%              7% 

Alternatives 19% 18% (1%)

Property 6% 9%              3% 

Cash & Derivatives 2% 7%              5% 

100% 100% 0%
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in an asset class than the target, this is referred to the Fund being “underweight” in that 
asset class. The current ISS, detailing the targets for each asset class can be found in 
Appendix A-4. 
 
The key changes in asset holdings since the start of the year are reductions in the 
percentage of the portfolio held in Global equities of 12% to reduce the strategic 
overweight following transition to BCPP, resulting in an increase in cash holdings of 
5% and new multi-asset credit investments of 7%. These moves have arisen as a result 
of ongoing work to achieve the target investment allocation as per the ISS. Other 
changes mainly reflect the relative performance from the asset type and conversion to 
sterling. 
 
The Fund is temporarily overweight in global equities and multi-asset credit, whilst it 
progresses towards the targeted strategic asset allocation as per the ISS (this position 
is reviewed quarterly at the Investment Sub Group and reported to each Pensions 
Committee meeting). This overweight position will reduce as the Fund meets current 
commitments to and completes further allocations to alternatives. At 31st March 2020 
commitments to infrastructure, private equity, private and real estate debt alternatives 
totalled £859m (approximately 33% of Fund assets compared to the target ISS 
allocation to alternatives of 36%) of which £456m (approximately 18% of Fund assets) 
had been invested, elements of which have already been returned to the Fund as 
profits are generated (hence, as detailed in the pie chart above, the total value of 
alternatives as at 31st March 2020 was £445.5m). The further drawdown of these  
 
current committed and as yet unallocated amounts will be funded from the overweight 
elements. 
 

4.4 INVESTMENT ASSET POOLING – BORDER TO COAST PENSIONS PARTNERSHIP LTD 

(BCPP) 
 
4.4.1 BACKGROUND 
 
 
In February 2017, Cumbria County Council formally confirmed the adoption of the 
Border to Coast Pensions Partnership Ltd (BCPP) investment asset pooling 
arrangement proposal as the Authority’s chosen approach to meet the regulatory 
requirement to pool assets in the LGPS. The Council also resolved to take a 1/12th 
shareholding in the company.  
 
As at 31st March 2020 the shareholders were the administering authorities for the 
pension funds of Bedfordshire, Cumbria, Durham, East Riding, Lincolnshire, 
Northumberland, North Yorkshire, South Yorkshire, Surrey, Teesside, Tyne & Wear, 
and Warwickshire. At that date the Fund has an unquoted UK equity investment of 
£0.833 million as one of the twelve shareholders in BCPP.  N.B. With effect from 1st 
April 2020 the Tyne & Wear and Northumberland pension funds were merged, 
following the laying of regulations in Parliament in May 2020. 
 
As pooling is aimed at investing collectively to deliver cost savings at scale and 
efficiencies, each Pension Fund and Pensions Committee will remain with its 
sovereignty unchanged. Cumbria LGPS has retained the decision making powers 
regarding investment strategy and asset allocation, but has delegated the majority of 
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the investment management function to BCPP. It is important to note that neither the 
scheme members nor the employers in the Cumbrian Fund are directly affected by 
pooling of LGPS assets. 
 
4.4.2 INVESTMENTS IN THE POOL 
 
It is anticipated that a significant proportion of the Fund’s investments will be made 
through BCPP. Where it is not practical or cost effective for assets to be transferred 
into the pool they will continue to be managed at the Fund level. This is expected to 
predominantly include index tracking passive investments and unquoted investments 
such as limited partnerships and property. Whilst these assets are unlikely to be 
transferred in the short-term, it is expected that once these investments mature the 
proceeds will be reinvested into BCPP-held investments.  
 
The Fund will perform an annual review of assets that are determined to be held 
outside the pool to ensure that it continues to demonstrate value for money.  
 
As previously noted one of the main aims of pooling is to deliver cost savings through 
economies of scale whilst generating the net returns required to fund members’ current 
and future pensions.  The creation and running of suitable investment sub-funds (i.e. 
the investment ‘packages’ for core strategic allocations) is fundamental to this process.  
In recognition of the importance of this work and the need to ensure Cumbria’s 
requirements are met, Officers and Advisors have been heavily involved in BCPP’s 
development of its investment sub-funds.  
 
The Fund undertakes due diligence before and during the transition of assets to BCPP 
to ensure the interests of Cumbria LGPS are upheld. Both the Pensions Committee 
and the Investment Sub Group (ISG) consider progress in their quarterly meetings, 
which in 2019/20 included consideration of options for the Fund’s 20% actively-
managed global equity allocation as set out below. 
 
The Pensions Committee had, in December 2018, agreed in principle to transition up 
to 20% of its allocation to global equities into the BCPP Global Listed Equity Alpha 
Fund. In June 2019 the Committee confirmed that, subject to the completion of the final 
elements of due diligence work, the Fund would transition its 20% holding of actively 
managed global equity into the fund.  The transition took place during 2019/20. 
 
BCPP have also launched a structure for the Fund to invest in private markets i.e. 
unquoted pooled funds in alternative investments. During 2019/20, the Cumbria 
Investment Sub Group agreed to commit £50m to be invested in the Border to Coast 
Infrastructure 2019 fund, followed by an increased commitment of £70m to the 
Infrastructure 2020 fund for launch from April 2020. Likewise, commitments have been 
made of £50m to the Private Equity 2019 fund (during the prior year), followed by an 
increased commitment of £70m to the Private Equity 2020 fund. These commitments 
will be invested in underlying funds chosen by BCPP over three to four years starting 
from April 2019 and April 2020 respectively. 
 
The Fund has no local investment assets i.e. invested directly in Cumbria. 
 
Details of the BCPP set-up costs, savings to date and expected future benefits are 
outlined in section 3.3.3.  
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4.5 INVESTMENT PERFORMANCE  
 

 
 
Detailed performance figures for the Fund are shown at 4.5.1 to 4.5.3 below. 
 
The twelve month period to 31st March 2020 was influenced by a number of external 
factors including Brexit, the USA - China trade dispute and political uncertainty in the 
UK ahead of the general election. However, the main factor influencing Fund 
performance during the year was the impact of the COVID-19 pandemic in the final  
 
 
quarter. The pandemic had a significant effect on global investment markets, for 
example equities saw a sell-off of historic proportions which wiped out gains generated 
in the first three quarters of the year.  Corporate bonds were also affected by the sell-
off as investors sought out assets perceived to be lower risk such as long-dated 
government bonds.   
 
Along with other major currencies, sterling briefly dropped to a record low against the 
US dollar in late March 2020. Demand for dollars surged as investors, concerned over 
the UK’s impending departure from the EU and the size of the government’s fiscal 
stimulus package, turned to the perceived safety of the US currency.  
 
Global Equities saw an overall downturn in 2019/20 of -6.7%, although there were 
variations by region. The UK and Asia Pacific suffered the largest falls over the 12 
months declining by –18.5% and -17.7% respectively whilst Europe, North America, 
and Japan fared a little better declining by -8.0%, -2.8% and -2.1% respectively.  
 
 
4.5.1 INVESTMENT PERFORMANCE OF THE FUND AGAINST BENCHMARK (NET OF FEES): 

 
As it is investment performance net of fees that ultimately contributes to Fund returns, 
all internal reporting is undertaken on a net of fees basis. The following two tables are 
therefore shown on a net of fees basis. 
 

Good to know: 

In 2019/20 the Fund outperformed its Fund specific benchmarks for the 5 and 10 
year periods.  
The investment outperformance for the five year period of 0.4% means that the 
active management of investments has gained the Fund (after the investment 
management fees are paid) around £9.8m per year for three years over a 
benchmark return. 
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The investment out performance for the five year period shown above of 0.4% means 
that the active management of investments has gained the Fund (after the investment 
management fees are paid) around £9.8m per year for five years over a benchmark 
return.  
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4.5.2 INVESTMENT FUND MANAGER PERFORMANCE (NET OF FEES) 

 
  

 
 
 

4.5.3 FUND RETURNS OVER 1, 3, 5 AND 10 YEARS BY ASSET CLASS (NET OF FEES): 
 

  
 
Source: PIRC LGPS Universe tables 2019/20 
 
Investment performance benchmarking 
 
The Fund works with Pensions & Investment Research Consultants (PIRC) to compare 
its performance in relation to both its own benchmark and to the investment 
performance of other Local Authority Pension Funds that are signed up to PIRC’s Local 
Authority Pension Performance Analytics (LAPPA) service. At the time of writing the 
peer group LGPS Universe constructed by PIRC comprised 62 funds with an 
aggregate value of almost £180bn. 
 
PIRC calculated that the average return achieved by its LGPS Universe for the year to 
31st March 2020 was -4.8%. The Fund performance for the year (at approx. -2.8%) 
meant that it ranked in the 20th percentile position (i.e. the top quartile) of the PIRC 
LGPS universe. Analysis by PIRC indicates that the key drivers of the Fund’s 
outperformance against the PIRC LGPS universe average was the Fund’s reduction 
in exposure to equity and increase in the level of alternatives held during the year. As 
detailed at section 4.3, these changes took place as a result of the review of the Fund’s 
Investment Strategy.  
 
Over the medium and longer term periods of 3, 5, 10 and 20 years to 31st March 2020, 
PIRC assessed the Fund’s performance as consistently in the top quartile of the PIRC 
LGPS universe.  Furthermore, PIRC’s analysis of risk and return, undertaken over the  
 

Aberdeen Standard (Property) (3.9) 3.1  6.1 8.2

Border to Coast UK Equity (15.5) n/a n/a n/a

Border to Coast Global Equity not a full year n/a  n/a n/a

Legal & General (2.6) 2.0  6.3 8.8

Aberdeen Standard (Corporate Bonds) 0.5 1.7  3.3 n/a

Source: State Street Investment Analytics

The Fund Manager mandates above cover 69% (£1,777m) of the fund in segregated and index-tracking mandates, the 

balance is invested in Alternative pooled funds

Fund Manager 1 year %
3 years 

% p.a.

10 years 

% p.a.

5 years 

% p.a.

To 31 March 2020 1 year %
3 years 

% p.a.

5 years 

% p.a.

10 years          

% p.a.

  Equities (10.4) 1.0 5.0 7.6

  Fixed Income (3.9) (0.5) 3.5 6.8

  Alternatives 6.8 7.7 10.0 10.0

  Property (3.6) 3.5 5.9 8.3

Total Assets (2.7) 2.8 5.7 7.7
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last 5 and 10 year periods, indicated that these top quartile returns were achieved at 
lower than average levels of volatility.  
 
4.5.4 INVESTMENT FUND MANAGER COSTS AND THE CODE OF TRANSPARENCY 
 
The fund management fees of £3.925m and transaction costs (broker fees) of £0.118m 
shown in the Accounts - Note 8 Management Expenses Additional Information are the 
investment management fees as invoiced to the Fund and / or as disclosed in standard 
accounting information provided to the Fund by Investment Managers.  
 
It is recognised, however, that the reporting of fees by investment managers is not 
always consistent (even between investment managers in the same asset class) and 
that there may be additional ‘hidden’ costs over and above those invoiced or disclosed 
in traditional reporting to clients.  In response to this a voluntary Code of Transparency, 
covering the provision of transparent and consistent investment cost and fee 
information between investment managers and Funds, was developed and approved 
by the Scheme Advisory Board (SAB) and launched in May 2017. Fund managers to 
the LGPS are being encouraged to sign up to this Code and as at March 2020, there 
were over 130 signatories.  
 
The aim of the Transparency code is to provide institutional investors with a clearer 
understanding of the costs and charges for a given fund or mandate. This should allow 
investors to compare charges between providers and give them a clear expectation of 
the disclosure they can expect. It can support the Fund in decision making, 
demonstrates good governance, and when monitored and evaluated in the context of 
asset class, risk and return, can assist with value for money assessments. 
 
The Scheme Advisory Board has procured a collation and compliance system for all 
parties (funds, pools & investment managers) to use, as supplied by Byhiras. This 
compliance system aims to make the process of collation more efficient than the 
current ad hoc arrangements, ensure the SAB can monitor compliance for the Funds 
and the pools and streamline the process for the managers providing the data. 
 
The majority of the Fund’s investment managers have signed up to the transparency 
code and some have opted to use the new compliance system. The Fund has reviewed 
the submissions of cost transparency templates received from those managers (either 
direct or through the new system) for the year 2019-20.   
 
The templates received from the segregated managers, pooled equity managers and 
the passive managers for 2019/20 show additional costs, both explicit (e.g. transaction 
taxes) and implicit ones (e.g. implicit transaction costs as described below), calculated 
by those managers (i.e. over and above the management fees reported by the Fund 
in the accounts as ‘fund management fees’) of approximately £4.034m. These costs 
were incurred in the course of normal transactions and trading of the portfolios;  

• Approximately 20% of the costs were explicit (actual) costs including transaction 
costs such as taxes and broker commissions.   

• The remainder were ‘implicit transaction costs’ (i.e. opportunity costs) this is 
defined as the loss of value implied by the difference between the price at which 
a deal was struck and the mid-market price of an asset at the time the order 
was placed (i.e. how much the market moved, in the time it took to complete the  
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transaction). The bulk of these implicit transactions costs were within the 
externally managed global equity portfolio, held with BCPP and relate to periods 
of either increased trading during the transition of the assets between managers 
or trading of assets during periods of highly volatile market pricing, especially in 
March when the scale of the COVID-19 pandemic had a negative impact on all 
global investment markets. 

 
The templates received from the pooled fund Alternative asset managers for 2019/20 
show additional costs incurred by those managers (i.e. over and above the 
management fees reported by the Fund in the accounts as ‘pooled fund costs including 
entry fees’) of approximately £1.762m. These costs were incurred in the course of 
normal transactions and trading of the assets; and include both operational and 
administrative costs of the fund and other direct and indirect transaction costs. 
 
In October 2019 the Fund transitioned from Loomis Sayles and Nordea (two Global 
equity segregated portfolio managers) to the Border to Coast Authorised Contractual 
Scheme (ACS) externally managed pooled Global Equity Alpha fund. There were 
additional costs incurred during this transition which are not included above as they 
are related to a specific decision to change our Investment Manager as part of the 
pooling of LGPS assets and are therefore not specific to ongoing charges of an 
Investment Manager. This transition was undertaken within the ACS and managed by 
BCPP, the appointed transition manager (Blackrock) and transition consultant 
(Inalytics) on behalf all of the Partner Funds. Within this process there was an agreed 
cost sharing protocol which resulted in a cost of £0.121m to the Fund.  
 
In addition to the above, the Fund’s UK directly held property manager has declared 
costs of £0.839m relating to the stamp duty, agents, legal and other fees that are 
incurred at the point of buying and selling investment properties. These costs are 
capitalised at the date of the transaction but are detailed here for completeness.  
 
It is anticipated that Byhiras, the third party system recently procured by the LGPS 
Scheme Advisory Board appointed will provide greater consistency and completeness 
in reporting by managers; such that, when the full 2020/21 year cost transparency data 
has been received, it will enable the Fund to further enhance the reporting of ‘hidden’ 
investment costs in future years, and continue in its aim to follow best practice within 
LGPS accounting. 
 
 

4.6 INVESTMENT GOVERNANCE 
 

4.6.1 RESPONSIBLE INVESTMENT POLICIES AND THE STEWARDSHIP CODE 
 
Cumbria LGPS is committed to being a responsible owner and believes that 
responsible investment, incorporating environmental, social and governance (ESG) 
factors into investment decisions, can help to improve the long-term value for 
shareholders. 
 
The Fund’s investment guidelines stress the overriding importance of financial 
considerations in selecting investments, and the Fund aims to fulfil its fiduciary duty to 
its employers and members by considering investments primarily for maximisation of  
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return, or minimisation of risk. ESG issues, including the impact of climate change can 
have a material impact on the value of financial assets, and are considered across all 
asset classes where, in the view of the manager, such considerations may affect 
performance. If the same risk or return can be achieved from two investments then 
ESG considerations could be a deciding factor. This process ensures that the 
Administering Authority does not prefer its own particular interests to those of other 
Fund employers and members.  
 
The Fund believes that the best way to influence policy change is not through 
divestment but through active management of its shares. The Fund would only 
disinvest if maintaining an investment affected the Fund’s duty to generate investment 
return. 
 
Cumbria LGPS takes its responsibilities as an asset owner (shareholder) seriously and 
adheres to the Principles of the Stewardship Code (2012). It views stewardship as part 
of the responsibilities of share ownership and therefore, an integral part of the 
investment strategy. As global investors, Cumbria LGPS expect the principles of good 
stewardship to apply globally whilst recognising the need for local market 
considerations. 
 
Cumbria LGPS is a Tier 1 signatory to the UK Stewardship Code (2012) and includes 
its Statement of Compliance with the UK Stewardship Code (2012) in Appendix A-4. 
Cumbria expects its investment managers to also adhere to the Stewardship Code.  
 
In October 2019, the Financial Reporting Council (FRC) issued an updated UK 
Stewardship Code (2020).  The Fund is currently working towards applying to become 
a signatory of the new Code.  The earliest opportunity for LGPS Fund’s to do this is in 
June 2021 - 3 months after the first year-end following the implementation of the Code.  
 
It is expected that the Government will legislate in the future on reporting and 
disclosure on pension funds’ approach to climate change. In particular the 
Government’s Green Finance Strategy (July 2019) has set an expectation that all large 
asset owners will be disclosing in line with the recommendations of the Taskforce on 
Climate-related Financial Disclosures (TCFD) by 2022. The Fund will monitor 
developments and amend the Fund Policy Document and working practices as 
required to reflect any legislative change or identified best practice. 
 
 

 

Good to know: 

Cumbria LGPS is a Tier 1 signatory to the UK Stewardship Code (2012), and 
publishes a Statement of Compliance with the UK Stewardship Code in its Annual 
Report and Accounts (Annex B to the Investment Strategy Statement). 

Cumbria LGPS’s investment managers adhere to the Stewardship Code, and are 
signatories to the UN Principles for Responsible Investment (PRI). 

Cumbria is also a member of the Local Authority Pension Fund Forum (LAPFF) 
which uses its collective presence in the market to progress matters of corporate 
governance in the companies owned by its member funds. 
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4.6.2 VOTING AND ENGAGEMENT ARRANGEMENTS  
 
There is an increasing body of evidence to suggest that a well governed company is 
more likely to deliver stronger long-term investment performance. The informed use of 
votes, whilst not a legal duty, is a responsibility of the owners of companies (i.e. 
shareholders) and as such is an implied fiduciary duty of pension fund trustees and 
investment managers to whom they may delegate this function.  
 
The responsibility for the exercise of voting rights is currently delegated to the 
investment managers (BCPP and Legal and General) however Cumbria LGPS has the 
opportunity to override votes if considered appropriate. Cumbria LGPS expects its 
investment managers to approach the subject of voting with the same care and 
attention as other matters which influence investment decisions. Voting should be 
undertaken where it is believed to be in the best interests of the Fund.  
 
Actively managed listed equities: Following the transfer of the global active equity 
allocation from Nordea and Loomis Sayles in September 2019, all of the Fund’s 
investments in actively managed liquid equities are now held with Border to Coast 
Pensions Partnership Ltd (BCPP).  BCPP has a collaborative voting policy which is 
enacted on behalf of the Partner Funds by specialist voting advisor, Robeco. This 
policy aims for the Pool to exercise collective shareholder voting rights effectively 
through leveraging the benefits of scale.  
  

• Details of the BCPP Corporate Governance and Voting Guidelines can be found 
at: 

https://www.bordertocoast.org.uk/app/uploads/2020/02/Border-to-Coast-
Corporate-Gov-Voting-Guidelines-2020-Final-for-publishing-pdf.pdf 
 
To ensure that BCPP undertake collective voting and engagement activity that is 
aligned to the individual Fund’s beliefs, the BCPP Corporate Engagement and 
Shareholder Voting Policy and Guidelines are approved annually  by the Partner Funds 
at the BCPP Joint Committee.  
 
The voting policy and guidelines take into account the UK Corporate Governance Code 
and other best practice global guidelines. Robeco’s voting activities aim to encourage 
good governance and sustainable corporate practices which contribute to long term 
shareholder value creation. They will support management wherever possible. To 
ensure local discretion is retained if, in exceptional circumstances, there was a reason 
that an individual Fund wished to have their proportionate holding voted differently, a 
mechanism to enable this to be accommodated is available. 
 
Passive listed equities: The structure of the Fund’s investments in passive pooled 
indexed funds means that it cannot directly influence the social, environmental and 
ethical policies and practices of the companies in which the pooled funds invest. The 
Members are satisfied that the Fund Managers Corporate Governance policy reflects 
the key principles Responsible Investment, and ESG issues.  

• Details of Legal and General Investment Management’s approach to Corporate 
Governance and responsible investment can be found at: 

https://www.lgim.com/uk/en/capabilities/corporate-governance/ 

https://www.bordertocoast.org.uk/app/uploads/2020/02/Border-to-Coast-Corporate-Gov-Voting-Guidelines-2020-Final-for-publishing-pdf.pdf
https://www.bordertocoast.org.uk/app/uploads/2020/02/Border-to-Coast-Corporate-Gov-Voting-Guidelines-2020-Final-for-publishing-pdf.pdf
https://www.lgim.com/uk/en/capabilities/corporate-governance/
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Both investment managers are Tier 1 signatories to the Stewardship Code (2012), and 
have signed up to the United Nations Principles for Responsible Investment (PRI). 
  
All investment managers are required to report their voting and engagement activity to 
the Fund on a quarterly basis, which the Fund then reports to the Pension Committee. 
These reports to Committee include a full disclosure of voting activity as an appendix, 
and are available for viewing on the Council’s website under meeting minutes. Full 
disclosure of voting activity is also available on the Cumbria LGPS website  
https://www.cumbria.gov.uk/Finance/finance/sharevotingrecord.asp 
 
 
Cumbria LGPS is also a member of the Local Authority Pensions Fund Forum 
(LAPFF), and has been able to use the expertise of the Forum to enhance 
understanding of Corporate Governance issues. LAPFF is a collaborative shareholder 
engagement group which brings together 82 local authority pension funds and six 
pools from across the UK with combined assets of over £300 billion. LAPFF seeks to 
protect the investments of its members by promoting the highest standards of 
corporate governance and corporate social responsibility (i.e. responsible action by the 
companies in which its members invest) on ESG issues. LAPFF meets on a quarterly 
basis and issues voting alerts including advice on how Funds might wish to vote where 
voting issues arise in relation to particular companies. 
 
Through its membership of LAPFF and ownership of BCPP the Fund supports the 
following organisations:- 
 

• Climate Action 100+ 

• Task Force on Climate-related Financial Disclosures (TCFD) 

• Workforce Disclosure Initiative (WDI) 

• Institutional Investors Group on Climate Change (IIGCC)  

• Transition Pathway Initiative (TPI) 

• 30% Club 

• United Nations supported Principles for Responsible investment (PRI) 
 
Key voting and engagement issues affecting Cumbria LGPS investments during 
2019/20:  
 
Climate change continues to be a major priority to companies and their shareholders 
and it is also acknowledged that this issue is increasingly important to Scheme 
Members of the Fund. The challenges presented by climate change continue to be a 
key area of focus in voting shares of the Fund, along with wider governance issues 
and executive remuneration. 

As an example of how responsible investing can influence corporate policy, at the BP 
Plc AGM in May 2019 a shareholder resolution was put forward requesting the 
company report on alignment between its strategy and the Paris Agreement, including 
how activities contribute to climate change, its targets towards reaching emission 
reductions and any links of these targets to executive remuneration. Prior to the vote 
there had been significant engagement with a wide audience of investors and in 
advance of the AGM the management themselves recommended a vote in favour of 
the resolution, the vote was carried by 99.14%. 

https://www.cumbria.gov.uk/Finance/finance/sharevotingrecord.asp
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Oppose votes were cast across a range of companies in such areas as executive 
remuneration (for excessive pay or remuneration policies not being linked to long term 
performance), re-election of directors (for lack of independence or diversity) and re-
election of auditors (where their tenure or fees were deemed to be excessive).  

BCPP has engaged with its partner Funds, including Cumbria LGPS, and other 
external partners to consider in depth the implications of climate change on its 
investment approach. This has informed BCPP’s approach to climate change in its 
responsible investment policy and guidelines. 

LAPFF have continued with their active engagement, challenging companies on 
executive pay arrangements, and climate change policies, in addition to other key 
corporate governance issues, such as board diversity and independence. Details of 
this engagement has been provided to Pensions Committee Members on a quarterly 
basis. 

 
4.6.3 COMPLIANCE WITH THE UPDATED MYNERS PRINCIPLES 

 
The Myners report on Institutional Investment in the UK was published in 2001 and 
included principles of good investment practice. In 2007 a review was undertaken to 
assess the progress made throughout the pensions industry. A recommendation of this 
review was to modify the principles to reflect the context of the LGPS and compliance 
with the principles continues to be a measure of ‘good investment practice’ for all LGPS 
funds. 
 
Details of the Fund’s compliance with the Principles are set out in the Investment 
Strategy Statement (ISS) (Appendix A-4).  
 
BCPP have also confirmed their compliance with the updated Myners principles. 

 

Good to know: 

During 2019/20 the Fund was fully compliant with the updated Myners Principles.  
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5 FUND ADMINISTRATION REPORT & 
ADMINISTRATION STRATEGY 
 

5.1 FUND MEMBER AND PENSIONER ADMINISTRATION 
 
As stated in the Governance Policy Statement Appendix A-2, it is the responsibility of 
the Pensions Committee to exercise the Council’s responsibility as Administering 
Authority for the management of Cumbria LGPS, and the Director of Finance is 
responsible for securing the satisfactory provision of this service. 
 
In general the Council delegates the control of functions in respect of the management 
of the Cumbria LGPS to its Pensions Committee, in addition to this it has delegated 
specific elements of the administration functions of the Scheme to: 

• Lancashire County Council (whose performance is reported to and 
monitored by the Pensions Committee and Pension Board); and 

• Officers within the core Cumbria Pensions team. 
 
Cumbria LGPS has an arrangement with Lancashire County Council for the provision 
of pension’s administration. Lancashire County Council has contracted for this service 
(for both the Lancashire and Cumbria LGPS Funds) to be undertaken by the Local 
Pension Partnership (LPP), which operates in Cumbria as Your Pension Service 
(YPS).  
 
Monitoring of the service provision is a continual process which includes, at a strategic 
level, quarterly Board Meetings and, at a more detailed service level, quarterly review 
meetings between officers from Cumbria LGPS and LPP. Where escalation is required, 
officers of the Fund would raise this with Lancashire County Council as the provider 
for the service. 
 
A key part of the monitoring process is the review of performance against agreed key 
performance indicators. Details of YPS performance are provided in section 3.5 of this 
report.  
 
The Cumbria Fund and Lancashire County Council continue to work together with LPP 
to seek to ensure that members receive a high quality, progressive service at a 
reasonable cost.  
 

5.2 COMMUNICATIONS 
 
Clear and concise member communication and access to information is vital in 
ensuring members are able to make well informed choices about their pension 
benefits, and be kept updated about the LGPS. Changes to the LGPS, annual 
allowances and taxation as well as other regulatory changes are examples of times 
when members need clear, timely communication from the Fund. 
 
The Fund’s administration function is focussed on improving communication and 
extending ways for members to access the administration team at Your Pension 
Service; be that face to face, electronically or by phone or letter. The YPS website is 
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also available at all times for members to get information about areas such as the 
retirement process, combining of service and tax issues. 
 
A core objective of the Fund during 2019/20 has been the continued engagement with 
employers and stakeholders, keeping members informed about their pensions and 
engaging with the industry and government on wider pension and investment issues. 
 
In order to deliver this core objective and in accordance with regulation 61 of the Local 
Government Pension Scheme Regulations 2013 the Fund prepares, maintains and 
publishes a written statement of its policy concerning communication with members, 
representatives of members and employing authorities (‘the Policy’).  
 
The Policy forms part of the Administration Policy set out in Appendix A-3 of this 
report. The Policy referenced contains details of how information is provided to 
members, their representatives and employers and in what format. In addition to this 
further information on the Fund’s methods of communication is set out in the following 
sections (5.2.1 to 5.2.3). 

 
5.2.1 METHODS OF COMMUNICATION - ELECTRONIC MEDIA: 

 
To make information more easily accessible to members and to provide value for 
money the principal method of communication is via electronic media (although where 
requested paper copies of all documentation are available). Through the Your Pension 
Service website (www.yourpensionservice.org.uk/local-government-scheme/) 
Cumbria LGPS enables Fund members, their representatives and employers to access 
detailed documents and information for example: 

 

• A summary of the benefits of the Scheme and how to join the Fund; 

• The Fund’s Policy document; 

• The Actuary’s triennial valuation at March 2007, March 2010, March 2013, March 
2016 and March 2019; 

• Prior year Annual Reports including that for 2018/19 (the 2019/20 Annual Report 
will also be available once published); 

• A range of guides, factsheets and forms; 

• Online copies of the various forms members may wish to use in connection with 
their Scheme membership; 

• Updates on latest developments affecting the Scheme & Fund newsletters; 

• Information for Employers including: 
o employer guides;  
o details of communications and conferences; 
o a range of other guides and factsheets; and 
o a useful links page. 

• Employer Self Service – this enables employers to view pension database records 
for their employees and to calculate estimated benefits for their employees; and 

• Member Self Service – this allows members to go online at the YPS website 
(http://www.yourpensionservice.org.uk/) and, once logged in, to view documents 
and to access and amend information, including: 
o Doing their own pension forecasts; 
o Check and amend their contact details and address details; 

http://www.yourpensionservice.org.uk/local-government-scheme/
http://www.yourpensionservice.org.uk/
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o Check their pension fund membership and their records;  
o View their nomination(s) and amend their nomination(s) online; 
o View their annual pension benefit statement; and  
o View and download Fund documents, guides, factsheets and leaflets. 

 
In addition to this key documentation relating to Cumbria LGPS is also available on 
Cumbria County Council’s website at:   
www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp 
 
 
5.2.2 METHODS OF COMMUNICATION - NON-ELECTRONIC MEDIA: 
 
The Fund recognises that not everyone has access to the internet and this information 
can also be obtained by calling YPS on 0300 323 0260 or by writing to Your Pension 
Service, PO Box 1382, Preston, Lancashire, PR2 0WQ. 
 
 
5.2.3 METHODS OF COMMUNICATION - OTHER: 
 
During the year the dedicated Engagement Team within Your Pensions Service carried 
out a variety of training events, presentations and pension surgeries. The team visited 
five Fund employers to support, maintain and improve working relationships. They also 
delivered one to one training to one employer to encourage the use of the Employer 
Self-Service facility.  
 
There were four annual pension surgeries for members, which also focused on 
enrolling members to My Pension Online, once again contributing to an increase in 
sign up to the service. In addition to this the team gave three Scheme Basics  
presentations to members and three events were held by employers at which YPS was 
in attendance and available to give information and answer members’ questions. 
 
The Annual practitioners’ conference was held on 6th November and 51 payroll and 
HR practitioners were present. The event included training on the Retirement Process, 
an annual pensions update including any regulatory changes, and there was also an 
opportunity for employers to meet the team and discuss all aspects of the service. 
 
For further information on communications see the Administration Strategy & 
Communications Policy at Appendix A-3. 
 

5.3 ARRANGEMENTS FOR GATHERING ASSURANCE OVER THE EFFECTIVE AND EFFICIENT 

OPERATION OF FUND ADMINISTRATION 

 
As per recommended practice the Fund has in place an administration strategy. The 
strategy seeks to ensure that robust arrangements are in place to ensure the effective 
and efficient operation of fund administration and that these arrangements are 
appropriately monitored e.g. through reporting of key performance indicators. 
 

http://www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp
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In addition to this, to take advantage of sharing best practice, enhanced training 
opportunities and so as to benchmark itself against other Funds, the Administering 
Authority was a subscriber to the following bodies during 2019/20: 
• Local Authority Pension Fund Forum (LAPFF); 
• CIPFA Pensions Network; 
• CIPFA Benchmarking; 
• Local Authority Pension Performance Analytics; 
• Local Government Employers (LGE); 
• Local Government Association (LGA); and 
• Society of County Treasurers (SCT). 
 
 

5.4 VALUE FOR MONEY 
 

As in all areas of the operation of the LGPS Pension Scheme in Cumbria, the Fund is 
committed to ensuring that the administration functions represent value for money 
(VfM) and is committed to enhancing VfM of these functions where possible. 
 
Further detail about the performance of the Fund’s administration functions during 
2019/20 is included in section 3 of this report, specifically: 

• Section 3.3: Financial Performance; 

• Section 3.4: Performance against Business Plan; and 

• Section 3.5: Administration Management Performance – including key 
performance indicators. 

 
Cumbria Pension Fund has subscribed to the CIPFA Pensions Administration 
Benchmarking Club for 2019/20 to assess its performance and costs against other 
LGPS Funds.  
 
Results of this benchmarking exercise are expected to be received in October 2020 
and will be added to the Annual Report before publication. 
 
In addition to the benchmarking data, Cumbria attends a quarterly regional Pensions 
Officer Group and an annual LPP Client Forum which provides the Fund with the 
opportunity to share best practice with other LGPS Funds. 
 
 

5.5 DATA QUALITY 
 
Retaining good quality data within the Fund is paramount to ensuring effective 
governance and administration of members’ pension records. 
 
Whilst the Fund has a high level of scheme member data which is considered to be 
present and accurate, it continually strives to improve its data quality. In recognition of 
this, during 2018/19, the Fund developed a data improvement plan.  The plan details 
actions to be taken to ensure that data quality is continually reviewed, metrics for 
success and progress made to date. 
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In June 2019, the Pensions Committee requested that the Cumbria Local Pension 
Board monitor future progress against the data quality improvement plan and actions 
taken to improve data quality across the Fund with any specific issues arising being 
fed back to the Committee. 
 
During the year good progress was made in key areas such as reducing the number 
of scheme members who had left their employment but employers had not provided 
the required information. The Fund saw a reduction of 53% in the number of these 
“pending leavers” during the year. 
 
The Fund completed its annual Scheme Return to the Pensions Regulator in 
November 2019 including data quality scores. Using the scoring mechanism as set out 
by the Pensions Regulator, the Fund reported that 97.46% of its common data (e.g. NI 
Number, address etc.) was present and accurate and the scheme specific conditional 
data (e.g. employment details, contribution history etc.) was scored as being 87.95% 
present and accurate. 
 
In recognition of the vital importance of data quality, the Fund’s risk register includes a 
specific risk – that member data is incomplete or inaccurate – which is reported on to 
both the Committee and Board on a quarterly basis.  Further detail of this is set out in 
section 3.2.2 of this document. 
 

 
5.6 INTERNAL DISPUTE RESOLUTION PROCEDURE 

 
Although the majority of problems relating to members benefits are normally the result 
of misunderstandings or incorrect information and can therefore be dealt with 
informally, the LGPS Regulations provide a formal complaint procedure known as the 
Internal Dispute Resolution Procedure (IDRP). This formal process consists of two 
stages, although most of the complaints received are resolved during the first stage. 
More detailed information can be found by going to the Active Members section of the 
Your Pension Service website at the following web address:  
www.yourpensionservice.org.uk/local-government-scheme/  
and downloading the guide entitled ‘IDRP Employee’s Guide’ from the “Members, 
Active, Deferred & Pensioner” section then the “Guides, Leaflets and Forms” tab. 
Alternatively Your Pension Service can be contacted by telephone on 0300 323 0260. 
 
The Fund undertook 16,397 calculations/enquiries during 2019/20 and received 56 
complaints (equivalent to 0.3% of cases completed in 2019/20) and 9 compliments.  
 
Additionally, the Administering Authority received 9 new Stage 1 Internal Dispute 
Resolution Procedure (IDRP) appeals in 2019/20. There were 4 further appeals that 
had reached Stage 2 of the process and all of these cases were concluded during the 
year. The Ombudsman received 3 appeals during the year, 2 after Stage 1 of the 
process and a further 1 after Stage 2. One of these cases was closed without 
determination as it was deemed resolved and the other 2 remain outstanding. 
 

http://www.yourpensionservice.org.uk/local-government-scheme/
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Where Scheme Members are unsatisfied with the outcome of the Fund’s IDRP, an 
appeal may be made to the Pensions Ombudsman. Further information can be found 
at www.pensions-ombudsman.org.uk. 
 
The Administration Strategy and Communications Policy is shown in the Fund Policy 
Document at Appendix A-3. This details the policies and guidance produced by the 
Fund for employing bodies. 

http://www.pensions-ombudsman.org.uk/
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6 ACTUARIAL REPORT ON THE FUND        

 
6.1 INTRODUCTION 

 
Legislation requires that all individual local government pension funds undertake an 
actuarial valuation every three years – “the triennial valuation”. The purpose of the 
valuation is to inform long term policy and strategy to ensure the Fund is able to meet 
its liabilities to past and present contributors. 
 
The most recent valuation was carried out as at 31st March 2019 with the results of this 
valuation being used to set employer contribution rates for the period 1st April 2020 to 
31st March 2023. The 2019 valuation was undertaken in accordance with Regulation 
62 of the Local Government Pension Scheme Regulations 2013. 
 
The 2019 Actuarial Valuation Report (including the Rates and Adjustments Certificate 
as at 31st March 2020) is available on the Cumbria County Council website at: 
http://www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp 
 
The next full Actuarial Valuation is scheduled to take place as at 31st March 2022, and 
will set employer contribution rates from 1st April 2023. 
 

6.2 2019 VALUATION 
 

The latest valuation was undertaken based on the Fund’s position as at 31st March 
2019. The resultant employer contributions are effective from April 2020 to March 
2023. 
 
The methodology and core assumptions on which the 2019 valuation was based were 
proposed by the actuary and accepted by Pensions Committee at their meeting in 
September 2019. These included: 

• Discount rate for past service of CPI plus 1.25%  

• Discount rate for future service of CPI plus 2.00%  

• Average deficit recovery period of 12 years.  
 
Pensions Committee also agreed that no explicit adjustment would be included within 
the valuation to reflect the potential outcome of the McCloud judgement and the cost 
cap until further national guidance is issued. 
 

6.3 FUNDING LEVEL 
 

The funding level of the Fund as at 31st March 2019 was 99% compared to 91% in 
2016 and 78% in 2013. However, it should be noted that the variation in the funding 
level between 2013 and 2016 was partially due to a change in the methodology in 2016 
on which the valuation was calculated. 
 
  

http://www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp
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Figure 6.3 Funding level – assets versus liabilities at actuarial valuation date: 
 

 
 
The impact of growth within the Fund’s investment portfolio during 2019/20 offset by 
the impact of COVID-19 in the last quarter of the year has resulted in an estimated 
funding position of 91% as at 31st March 2020 based on the parameters used for the 
2019 valuation. 
 
 

6.4 EMPLOYER CONTRIBUTION RATES  
 

In addition to calculating the value of the assets and the liabilities of the Fund the 
purpose of the triennial actuarial valuation is to set employer contribution rates for the 
next three years. The rates for 2019/20 were set by the 2016 Actuarial Valuation. In 
setting employer contribution rates during the 2016 Valuation the Actuary and the Fund 
were required to consider: 

• The requirement for contribution rates to be sufficient to secure the Fund’s 
solvency within an appropriate deficit recovery period; and  

• The desirability of employer contribution rates remaining as stable as possible. 
 
There are two elements of employer contributions as detailed in 6.4.1 and 6.4.2 below. 

 
6.4.1 PRIMARY CONTRIBUTION RATE  
 
The primary contribution rate is set by the Actuary at each Actuarial Valuation. This is 
the average rate payable by employers within Cumbria LGPS to ensure that there are 
sufficient assets built up to meet the future benefit payments in respect of future 
service. 
 
Individual employers’ rates will vary from the primary contribution rate depending on 
the demographic and actuarial factors particular to each employer. Full details of the 
contribution rates payable in 2019/20 can be found at 6.5 and in the 2016 Actuarial 
Valuation Report at the web address detailed at 6.1. 



 

 
 
 
6. ACTUARIAL REPORT ON THE FUND 
 

 
 

Details of the employer contribution rates payable from April 2020 to March 2023 can 
be found in the 2019 Actuarial Valuation Report also available at the same web 
address 
 
Figure 6.4.1 Primary Contribution rate: 
  

 
 

 
6.4.2 CONTRIBUTIONS TO REDUCE THE HISTORIC DEFICIT 
 
In addition to ensuring that sufficient assets are built up to meet future pension 
payments, during each Actuarial Valuation the actuary also calculates an additional 
contribution for each employer to address any shortfall between the assets and 
liabilities of the Fund (i.e. the deficit). In doing this the actuary considers the period 
over which the deficit will be recovered (the deficit recovery period) and calculates the 
amount payable per annum by employers to address the shortfall (the contribution 
addition). 
 
The average deficit recovery period for the Fund was set at 12 years with the maximum 
recovery period for an employer being 13 years (reduced from 16 years in the 2016). 
The Fund is therefore expected to be fully funded by 2033 (the same as at the 2016 
valuation). 

 
 

6.5 ACTUARIAL CERTIFICATE  
 

Attached below is the actuarial certificate from the 2019 valuation and the employer 
contribution rates for the period April 2020 to March 2023.  
  

31 March 

2019

31 March 

2016

31 March 

2013

31 March 

2010

Normal contribution rate for 

retirement and death benefits
24.2 21.0 20.0 18.3

Allowance for administrative 

expenses
0.8 0.6 0.5 0.4

Total normal contribution rate 25.0 21.6 20.5 18.7

Average member contribution rate 6.4 6.3 6.3 6.2

Average Primary Contribution rate 18.6 15.3 14.2 12.5



 

 
 
 
6. ACTUARIAL REPORT ON THE FUND 
 

 
 

        

  
 

Rates and Adjustments Certificate issued in accordance with Regulation 
62  

Name of Fund  Cumbria Local Government Pension Scheme 

 
 
Primary Contribution Rate 

I hereby certify that, in my opinion, the primary rate of the employers’ contribution for 
the whole Fund for each of the three years beginning 1 April 2020 is 18.6% of 
pensionable pay.   
 
The primary rate of contribution for each employer for the three year period beginning 
1 April 2020 is set out in the attached schedule. 
 
Secondary Contribution Rate 

I hereby certify that, in my opinion, the secondary rate of the employer’s contribution 
for the whole Fund for each of the three years beginning 1 April 2020 is as follows: 
 
2020/21 £5.4 million plus 0.1% of pensionable pay  
 
2021/22 £5.6 million plus 0.1% of pensionable pay  
 
2022/23 £5.7 million plus 0.1% of pensionable pay  
 
The secondary rate of contribution for each employer for each of the three years 
beginning 1 April 2020 is set out in the attached schedule.  The above secondary rates, 
and the secondary rates for each employer, where appropriate include a provision for 
the costs of the McCloud judgment as set out in the notes to Appendix H. 
 
Contribution Amounts Payable 

The total contribution payable for each employer is the total of the primary and 
secondary rates as detailed in the attached schedule.  Contributions will be paid 
monthly in arrears with each payment normally being due by the 19th of the following 
month (or the 22nd if paid electronically) or at intervals agreed with the Administering 
Authority unless otherwise noted in the schedule. 
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Further Adjustments 

A further individual adjustment shall be applied in respect of each non-ill health early 
retirement occurring in the period of three years covered by this certificate. This further 
individual adjustment will be calculated in accordance with methods agreed from time 
to time between the Fund’s Actuary and the Administering Authority.  Cumbria County 
Council will also make a payment of 60% of the capitalised cost of each retirement on 
the grounds of ill-health of one of its own members.  Again, this cost will be calculated 
in accordance with methods agreed from time to time between the Fund’s Actuary and 
the Administering Authority. 
 
The contributions set out in the attached schedule represent the minimum contribution 
which may be paid by each employer in total over the 3 years covered by the certificate.  
Additional contributions or a different pattern of contributions may be paid if requested 
by the employer concerned at the sole discretion of the Administering Authority as 
agreed with the Actuary.  The total contributions payable by each employer will be 
subject to a minimum of £nil. 
 
The individual employer contributions may be varied as agreed by the Actuary and 
Administering Authority to reflect any changes in contribution requirements as a result 
of the McCloud judgment remedy as set out in this report and/or any benefit costs 
being insured with a third party or parties including where the third party or parties 
participate in the Fund. 
 
In cases where an element of an existing Scheme employer's surplus or deficit is 
transferred to a new employer on its inception, the Scheme employer's secondary 
contributions, as shown on the schedule to this Certificate in Appendix H, may be 
reallocated between the Scheme employer and the new employer to reflect this, on the 
advice of the Actuary and as agreed with the Administering Authority so that the total 
payments remain the same overall. 
 
The Administering Authority and employer with advice from the Fund’s Actuary can 
agree that contributions payable under this certificate can be sourced under an 
alternative financing arrangement which provides the Fund with equivalent cash 
contributions. 
 
Regulation 62(8)   
 
No allowance for non-ill health early retirements has been made in determining the 
results of the valuation, on the basis that the costs arising will be met by additional 
contributions.  Allowance for ill health retirements has been included in each 
employer’s contribution rate, on the basis of the method and assumptions set out in 
the report. 
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Signature:          Signature: 

       
 
Name:     John Livesey       Name:         Mark Wilson 
  
Qualification:   Fellow of the Institute          Qualification:  Fellow of the Institute 

    and Faculty of Actuaries            and Faculty of Actuaries 
 
Date of signing: 31 March 2020 
 

  

Mercer Limited is authorised and regulated by the Financial Conduct Authority 
Registered in England No. 984275 Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU   
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SCHEDULE TO THE RATES AND ADJUSTMENTS CERTIFICATE 
DATED 31 MARCH 2020 (APPENDIX H)  

Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

 
Major Authorities   

Cumbria County 
Council (see note 4) 

18.4% £2,613,500 £2,676,200 £2,740,400 
18.4% plus 
£2,613,500 

18.4% plus 
£2,676,200 

18.4% plus 
£2,740,400 

Carlisle City Council 18.5% 1.4% 1.4% 1.4% 19.9% 19.9% 19.9% 

Barrow Borough 
Council 

19.5% 
1.1% plus 

£8,300 
1.1% plus 

£8,500 
1.1% plus 

£8,700 
20.6% plus 

£8,300 
20.6% plus 

£8,500 
20.6% plus 

£8,700 

South Lakeland District 
Council 

19.2% 
0.9% plus 
£48,800 

0.9% plus 
£50,000 

0.9% plus 
£51,200 

20.1% plus 
£48,800 

20.1% plus 
£50,000 

20.1% plus 
£51,200 

Allerdale Borough 
Council 

18.8% £522,800 £535,300 £548,100 
18.8% plus 
£522,800 

18.8% plus 
£535,300 

18.8% plus 
£548,100 

Copeland Borough 
Council 

18.1% £234,800 £240,400 £246,200 
18.1% plus 
£234,800 

18.1% plus 
£240,400 

18.1% plus 
£246,200 

Eden District Council 19.5% (£194,700) (£199,400) (£204,200) 
19.5% less 
£194,700 

19.5% less 
£199,400 

19.5% less 
£204,200 

Lake District National 
Park Auth 

17.4% £54,500 £55,800 £57,100 
17.4% plus 

£54,500 
17.4% plus 

£55,800 
17.4% plus 

£57,100 

Cumbria Police & 
Crime Commissioner 

18.4% (£9,600) (£9,800) (£10,000) 
18.4% less 

£9,600 
18.4% less 

£9,800 
18.4% less 

£10,000 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

Cumbria Chief 
Constable 

18.4% £22,300 £22,800 £23,300 
18.4% plus 

£22,300 
18.4% plus 

£22,800 
18.4% plus 

£23,300 

 
Further / Higher Education Employers 

Lakes College West 
Cumbria 

18.8% Nil Nil Nil 18.8% 18.8% 18.8% 

Furness College 17.7% Nil Nil Nil 17.7% 17.7% 17.7% 

Kendal College 18.1% £43,200 £44,200 £45,300 
18.1% plus 

£43,200 
18.1% plus 

£44,200 
18.1% plus 

£45,300 

 
Former Grant Maintained Schools/Academies 

Richard Rose Academy 18.5% £245,900 £251,800 £257,800 
18.5% plus 
£245,900 

18.5% plus 
£251,800 

18.5% plus 
£257,800 

Furness Education 
Trust  

18.9% £235,900 £241,600 £247,400 
18.9% plus 
£235,900 

18.9% plus 
£241,600 

18.9% plus 
£247,400 

West Lakes Academy 17.7% £145,600 £149,100 £152,700 
17.7% plus 
£145,600 

17.7% plus 
£149,100 

17.7% plus 
£152,700 

Seaton Infant School 17.4% £13,900 £14,200 £14,500 
17.4% plus 

£13,900 
17.4% plus 

£14,200 
17.4% plus 

£14,500 

Kirkbie Kendal School 21.4% £78,200 £80,100 £82,000 
21.4% plus 

£78,200 
21.4% plus 

£80,100 
21.4% plus 

£82,000 

Queen Elizabeth 
Grammar School 

20.1% £59,000 £60,400 £61,800 
20.1% plus 

£59,000 
20.1% plus 

£60,400 
20.1% plus 

£61,800 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

Eaglesfield Paddle 
CofE VA Primary 
School 

21.7% £21,800 £22,300 £22,800 
21.7% plus 

£21,800 
21.7% plus 

£22,300 
21.7% plus 

£22,800 

The Queen Katherine 
School 

20% £132,100 £135,300 £138,500 
20% plus 
£132,100 

20% plus 
£135,300 

20% plus 
£138,500 

Caldew School  19.1% £89,300 £91,400 £93,600 
19.1% plus 

£89,300 
19.1% plus 

£91,400 
19.1% plus 

£93,600 

Dallam School 19% £113,400 £116,100 £118,900 
19% plus 
£113,400 

19% plus 
£116,100 

19% plus 
£118,900 

Lunesdale MAT - 
incorporating 

18.7% £173,600 £177,800 £182,100 
18.7% plus 
£173,600 

18.7% plus 
£177,800 

18.7% plus 
£182,100 

Settlebeck High School 19.3% £25,300 £25,900 £26,500 
19.3% plus 

£25,300 
19.3% plus 

£25,900 
19.3% plus 

£26,500 

Kirkby Stephen 
Grammar School 

20% £53,200 £54,500 £55,800 
20% plus 
£53,200 

20% plus 
£54,500 

20% plus 
£55,800 

Appleby Grammar 
School 

20.9% £61,400 £62,900 £64,400 
20.9% plus 

£61,400 
20.9% plus 

£62,900 
20.9% plus 

£64,400 

Cumbria Education 
Trust 

18.9% £294,900 £301,900 £309,100 
18.9% plus 
£294,900 

18.9% plus 
£302,900 

18.9% plus 
£309,100 

Trinity School 21.2% £111,800 £114,500 £117,200 
21.2% plus 
£111,800 

21.2% plus 
£114,500 

21.2% plus 
£117,200 

Keswick School  19.9% £109,300 £111,900 £114,600 
19.9% plus 
£109,300 

19.9% plus 
£111,900 

19.9% plus 
£114,600 

Cartmel Priory CofE 
School 

20% £26,700 £27,300 £28,000 
20% plus 
£26,700 

20% plus 
£27,300 

20% plus 
£28,000 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

Dearham Primary 21% £16,400 £16,800 £17,200 
21% plus 
£16,400 

21% plus 
£16,800 

21% plus 
£17,200 

Arnside National CofE 
School 

23.9% £6,500 £6,700 £6,900 
23.9% plus 

£6,500 
23.9% plus 

£6,700 
23.9% plus 

£6,900 

Broughton Primary 
School 

18.5% £11,000 £11,300 £11,600 
18.5% plus 

£11,000 
18.5% plus 

£11,300 
18.5% plus 

£11,600 

Burton Morewood CofE 
Primary School 

18.9% £9,500 £9,700 £9,900 
18.9% plus 

£9,500 
18.9% plus 

£9,700 
18.9% plus 

£9,900 

Castle Carrock School 21.4% £8,800 £9,000 £9,200 
21.4% plus 

£8,800 
21.4% plus 

£9,000 
21.4% plus 

£9,200 

Stramongate School 18.6% £32,800 £33,600 £34,400 
18.6% plus 

£32,800 
18.6% plus 

£33,600 
18.6% plus 

£34,400 

Gilsland CofE Primary 22.1% £1,200 £1,200 £1,200 
22.1% plus 

£1,200 
22.1% plus 

£1,200 
22.1% plus 

£1,200 

Great Corby Primary 
School 

20.3% £4,800 £4,900 £5,000 
20.3% plus 

£4,800 
20.3% plus 

£4,900 
20.3% plus 

£5,000 

Ghyllside Primary 19.8% £19,300 £19,800 £20,300 
19.8% plus 

£19,300 
19.8% plus 

£19,800 
19.8% plus 

£20,300 

Crosby on Eden CofE 
School 

17.6% £800 £800 £800 
17.6% plus 

£800 
17.6% plus 

£800 
17.6% plus 

£800 

Penny Bridge 23.4% £3,300 £3,400 £3,500 
23.4% plus 

£3,300 
23.4% plus 

£3,400 
23.4% plus 

£3,500 

Energy Coast UTC 15.4% (£4,600) (£4,700) (£4,800) 
15.4% less 

£4,600 
15.4% less 

£4,700 
15.4% less 

£4,800 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

Chetwynd School 22% £7,400 £7,600 £7,800 
22% plus 
£7,400 

22% plus 
£7,600 

22% plus 
£7,800 

Stanwix School 20.4% £28,900 £29,600 £30,300 
20.4% plus 

£28,900 
20.4% plus 

£29,600 
20.4% plus 

£30,300 

The Good Shepherd 19.6% £26,900 £27,500 £28,200 
19.6% plus 

£26,900 
19.6% plus 

£27,500 
19.6% plus 

£28,200 

Walney Secondary 
School 

20.4% £58,600 £60,000 £61,400 
20.4% plus 

£58,600 
20.4% plus 

£60,000 
20.4% plus 

£61,400 

Fairfield Primary School 19.1% £34,100 £34,900 £35,700 
19.1% plus 

£34,100 
19.1% plus 

£34,900 
19.1% plus 

£35,700 

Cockermouth School 20.1% £106,500 £109,100 £111,700 
20.1% plus 
£106,500 

20.1% plus 
£109,100 

20.1% plus 
£111,700 

George Hastwell 
School 

19.1% £42,700 £43,700 £44,700 
19.1% plus 

£42,700 
19.1% plus 

£43,700 
19.1% plus 

£44,700 

Kendal MAT (Castle 
Park) 

22.3% £20,800 £21,300 £21,800 
22.3% plus 

£20,800 
22.3% plus 

£21,300 
22.3% plus 

£21,800 

Northside Academy 13.7% £1,700 £1,700 £1,700 
13.7% plus 

£1,700 
13.7% plus 

£1,700 
13.7% plus 

£1,700 

Bassenthwaite 
Academy 

20.5% £2,200 £2,300 £2,400 
20.5% plus 

£2,200 
20.5% plus 

£2,300 
20.5% plus 

£2,400 

James Rennie 
Academy 

17.1% £93,600 £95,800 £98,100 
17.1% plus 

£93,600 
17.1% plus 

£95,800 
17.1% plus 

£98,100 

Flimby Academy 16.8% £17,100 £17,500 £17,900 
16.8% plus 

£17,100 
16.8% plus 

£17,500 
16.8% plus 

£17,900 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

Cumbria Academy for 
Autism 

14.4% Nil Nil Nil 14.4% 14.4% 14.4% 

 
Designated / Resolution Employers 

Cumbria Waste 
Management 

19.1% £25,100 £25,700 £26,300 
19.1% plus 

£25,100 
19.1% plus 

£25,700 
19.1% plus 

£26,300 

Keswick Town Council 18.9% £4,800 £4,900 £5,000 
18.9% plus 

£4,800 
18.9% plus 

£4,900 
18.9% plus 

£5,000 

Wigton Town Council 19.4% £27,100 £27,800 £28,500 
19.4% plus 

£27,100 
19.4% plus 

£27,800 
19.4% plus 

£28,500 

Kendal Town Council 20.8% Nil Nil Nil 20.8% 20.8% 20.8% 

Cockermouth Town 
Council 

15.1% Nil Nil Nil 15.1% 15.1% 15.1% 

Cleator Moor Town 
Council 

22.6% Nil Nil Nil 22.6% 22.6% 22.6% 

Ulveston Town Council 29.4% £400 £400 £400 
29.4% plus 

£400 
29.4% plus 

£400 
29.4% plus 

£400 

Maryport Town Council 21.8% £1,500 £1,500 £1,500 
21.8% plus 

£1,500 
21.8% plus 

£1,500 
21.8% plus 

£1,500 

Orian Solutions Limited 24.5% (£265,000) (£271,400) (£277,900) 
24.5% less 
£265,000 

24.5% less 
£271,400 

24.5% less 
£277,900 

Workington Town 
Council 

17.9% £6,000 £6,100 £6,200 
17.9% plus 

£6,000 
17.9% plus 

£6,100 
17.9% plus 

£6,200 

Penrith Town Council 19.9% Nil Nil Nil 19.9% 19.9% 19.9% 

Aspatria Town Council 20.7% Nil Nil Nil 20.7% 20.7% 20.7% 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

Grange Town Council 24.8% Nil Nil Nil 24.8% 24.8% 24.8% 

Egremont Town 
Council 

19.5% £100 £100 £100 
19.5% plus 

£100 
19.5% plus 

£100 
19.5% plus 

£100 

Whitehaven Town 
Council 

22.4% Nil Nil Nil 22.4% 22.4% 22.4% 

Brampton Parish 
Council 

N/A £1,600 £1,600 £1,600 £1,600 £1,600 £1,600 

 
Admitted Bodies 

West House 17.9% (£26,600) £11,400 £48,700 
17.9% less 

£26,600 
17.9% plus 

£11,400 
17.9% plus 

£48,700 

Home Group 
(Copeland) 

21.6% (£30,600) (£31,300) (£32,100) 
21.6% less 

£30,600 
21.6% less 

£31,300 
21.6% less 

£32,100 

Cumbria Deaf 
Association 

28.7% Nil Nil Nil 28.7% 28.7% 28.7% 

Eden Housing 
Association Limited 

18.2% Nil Nil Nil 18.2% 18.2% 18.2% 

Lakeland Arts Trust 23.0% £13,300 £13,600 £13,900 
23% plus 
£13,300 

23% plus 
£13,600 

23% plus 
£13,900 

Glenmore Trust (The) 23% Nil Nil Nil 23% 23% 23% 

Care Quality 
Commission 

24.5% (£30,200) (£30,900) (£31,600) 
24.5% less 

£30,200 
24.5% less 

£30,900 
24.5% less 

£31,600 

Cumbria Cerebal Palsy 
Society 

26% Nil Nil Nil 26% 26% 26% 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

Higham Hall College 24.7% (£21,200) (£21,700) (£22,200) 
24.7% less 

£21,200 
24.7% less 

£21,700 
24.7% less 

£22,200 

Oaklea Trust (The) 24.1% (£3,900) (£4,000) (£4,100) 
24.1% less 

£3,900 
24.1% less 

£4,000 
24.1% less 

£4,100 

Morton Community 
Centre 

24.3% (£5,100) (£5,200) (£5,300) 
24.3% less 

£5,100 
24.3% less 

£5,200 
24.3% less 

£5,300 

Kendal Brewery Arts 
Centre 

29% (£9,200) (£9,400) (£9,600) 
29% less 
£9,200 

29% less 
£9,400 

29% less 
£9,600 

Soundwave 24.8% (£1,600) (£1,600) (£1,600) 
24.8% less 

£1,600 
24.8% less 

£1,600 
24.8% less 

£1,600 

Harraby Community 
Centre 

31.4% Nil Nil Nil 31.4% 31.4% 31.4% 

Longtown Memorial 
Hall CC 

34.5% (£5,800) Nil Nil 
34.5% less 

£5,800 
34.5% 34.5% 

South Lakes Housing 22.6% Nil Nil Nil 22.6% 22.6% 22.6% 

Carlisle Leisure Ltd 17.9% (£77,200) (£79,100) (£81,000) 
17.9% less 

£77,200 
17.9% less 

£79,100 
17.9% less 

£81,000 

North Country Leisure 
(Copeland) 

20.6% (£30,500) (£31,200) (£31,900) 
20.6% less 

£30,500 
20.6% less 

£31,200 
20.6% less 

£31,900 

FCC Environment (prev 
FOCSA) 

26.3% (£10,300) (£10,500) (£10,800) 
26.3% less 

£10,300 
26.3% less 

£10,500 
26.3% less 

£10,800 

Carlisle Leisure 
(Allerdale) 

29.8% (£18,500) (£18,900) (£19,400) 
29.8% less 

£18,500 
29.8% less 

£18,900 
29.8% less 

£19,400 

Tullie House Trust 22.6% (£36,800) (£37,700) (£38,600) 
22.6% less 

£36,800 
22.6% less 

£37,700 
22.6% less 

£38,600 
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Employer 

Primary 
rate 

2020/21 
to 

2022/23 

Secondary rates Total Contribution rates 

2020/21 2021/22 2022/23 2020/21 2021/22 2022/23 

People First 22.8% Nil Nil Nil 22.8% 22.8% 22.8% 

North Country Leisure 
(South Lakes) 

21.5% (£5,900) (£6,000) (£6,100) 
21.5% less 

£5,900 
21.5% less 

£6,000 
21.5% less 

£6,100 

SLS (Cumbria) Ltd - 
Queen Katherine 

23.6% £300 £300 £300 
23.6% plus 

£300 
23.6% plus 

£300 
23.6% plus 

£300 

SLS (Cumbria) Ltd - St 
Herberts 

26.8% Nil Nil Nil 26.8% 26.8% 26.8% 

Caterlink (William 
Howard) 

23.6% £6,900 £7,100 £7,300 
23.6% plus 

£6,900 
23.6% plus 

£7,100 
23.6% plus 

£7,300 

Caterlink (West Lakes 
Ac) 

24.5% £400 £400 £400 
24.5% plus 

£400 
24.5% plus 

£400 
24.5% plus 

£400 

Carlisle Mencap - Hart 
St 

23.1% £2,300 £2,400 £2,500 
23.1% plus 

£2,300 
23.1% plus 

£2,400 
23.1% plus 

£2,500 

Carlisle Mencap - 
Huntley Ave 

24% (£9,100) (£9,300) (£9,500) 
24% less 
£9,100 

24% less 
£9,300 

24% less 
£9,500 

Life Leisure 20.5% £9,400 £9,600 £9,800 
20.5% plus 

£9,400 
20.5% plus 

£9,600 
20.5% plus 

£9,800 

Mellors Catering 
(Rockcliffe) 

18.4% £300 £300 £300 
18.4% plus 

£300 
18.4% plus 

£300 
18.4% plus 

£300 

Mellors Catering 
(Kirkby Stephen) 

20% Nil Nil Nil 20% 20% 20% 

Mellors Catering 
(Appleby) 

20.9% Nil Nil Nil 20.9% 20.9% 20.9% 
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Other interested bodies with no pensionable employees 

Employer 

Proportion of Pension Increases to be 
Recharged 

% 

Charlotte Mason College 100 

Project Homeless (Cumbria) Limited 100 

Workington Port Health Authority 100 

Lake District Cheshire Homes 100 

 

Important notes to the Certificate: 
 
1. The percentages shown are percentages of pensionable pay and apply to all members, including those who are members 

under the 50:50 option under the LGPS.   
 

2. With the agreement of the Administering Authority employers may also opt to pay their future service contributions in the April 
of the year in question, and deficit contributions in either April 2020 or the April of the year in question.  The cash amounts 
payable will be reduced in return for this early payment as follows: 

• Payments made in the April of the certified year will be reduced by 1.78% (i.e. the above amounts will be multiplied by 
0.9822) 

• 2021/22 payments made in April 2020 will be reduced by 5.24% (i.e. the above amounts will be multiplied by 0.9476) 

• 2022/23 payments made in April 2020 will be reduced by 8.57% (i.e. the above amounts will be multiplied by 0.9143) 
 

3. Where % contributions are being paid in advance, for these cases the employer will need to estimate in advance the 
pensionable pay for the entire period (subject to an agreed adjustment with the Administering Authority) and a balancing 
adjustment to reflect the actual pensionable pay over the period would be made at the end of the period (no later than 30th 
April as appropriate following the year-end). Consideration will be required for employers in surplus as at 31 March 2019, 
where any surplus offset would be made up front before any reduction for early payment is applied. Further information on 
the policy for prepayments can be provided by the Fund upon request.  It should be noted that only certain employers will be 
able to pay their primary rate in advance due to the operational complexity.   
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4. Cumbria County Council will also make a payment of 60% of the capitalised cost of each retirement on the grounds of ill-
health of one of its own members.  This cost will be calculated in accordance with methods agreed from time to time between 
the Fund’s Actuary and the Administering Authority. 

 
5. Where the secondary rate is a £ deduction to the primary rate due to an employer being in surplus, the total annual 

contributions payable by each employer will be subject to a minimum of £nil i.e. no monies can be refunded to an employer 
whilst they participate in the Fund. 

 
6. Employers have been notified of the potential additional cost arising from the McCloud judgment.  However, the Fund has 

included within the actuarial assumptions a margin of prudence which in many cases is expected to cover the additional 
liabilities.  Once the final remedy for McCloud is known, the position will be reviewed.  Whilst it is possible that the Fund may 
require additional contributions from employers at that point in time, based on the Administering Authority’s current 
knowledge and understanding of the likely outcome it is more likely that the position will simply be left, to be reviewed as part 
of the next actuarial valuation.   In the event that additional contributions are required before then, this certificate will then be 
updated to reflect these changes.  Any contribution changes will take effect from a date to be determined by the 
Administering Authority. 

 
7. The pension increase recharges in relation to former employers will continue at the current levels. 
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7 GOVERNANCE & THE GOVERNANCE COMPLIANCE 

STATEMENT 
 

7.1 INTRODUCTION  
 
Governance in the public service context is the leadership, direction and control of 
public service organisations to ensure they achieve their agreed aims and objectives, 
and in doing so serve the public’s best interests. As well as being a legal requirement, 
good governance leads to good management, good performance and good 
stewardship of public money. 
 
From 1 April 2015 management arrangements of the Cumbria Local Government 
Pension Scheme has five elements: the Cumbria Pensions Committee & Investment 
Sub-Group, Cumbria Pensions Forum, Cumbria LGPS Local Pension Board and the 
Advisors and Officers.  
 
To ensure good governance of the Fund the policy framework and all aspects of 
management of the Fund are set out in the various Fund Policy Statements (see 
Appendix A). 
 
The purpose of each is summarised as follows: 
 

• Governance Policy Statement (including the Governance Compliance 
Statement) (see Appendix A-2) – sets out the roles and responsibilities, 
describes risk management (which is also considered in section 3.2 of this 
report), and reports compliance against a set of best practice principles. 

 

• Administration Strategy & Communications Policy (see Appendix A-3) – 
details the formal arrangements for pensions and benefits administration for the 
Fund, and the communications with members, employers and pensioners.  

 

• Investment Strategy Statement (see Appendix A-4) – details how the Fund’s 
assets are invested, the fund managers and benchmarks, the investment beliefs 
of the Fund and the Fund’s compliance with the updated Myners Principles and 
Stewardship Code.  

 

• Cash Investment Policy (see Appendix A-5) – the management of the 
pension fund cash, bank account and investment of surplus cash. 

 

• Funding Strategy Statement (see Appendix A-6) – identifies how the Fund’s 
pension liabilities will be funded in the longer term and addresses solvency 
issues. 

 
• Admissions and Termination Policy (see Appendix A-7) – details the policy 

on employer admissions and the methodology on cessation from the Fund.  
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• Discretions Policy (see Appendix A-8 and section 7.5 below) – detailing the 
policy regarding the exercise of certain discretions to assist in the management 
of the Fund.   
 

• Training Policy (see Appendix A-9) – sets out the policy concerning the 
training and development of members of all committees and officers responsible 
for management of the Fund. 
 

• Policy & Procedure on Reporting Breaches of the Law (see Appendix A-
10) – sets out the policy and procedures to be followed by persons involved with 
the Cumbria LGPS in relation to reporting breaches of the law.  
 

• Internal Controls & Risk Management policy (see Appendix A-11 and also 
3.2.6) – details the structure of internal control & risk management 
considerations that are effective within the Fund.  

 
 

7.2 GOVERNANCE ARRANGEMENTS WITHIN THE CUMBRIA LGPS 
 
During 2019/20 the management arrangements of Cumbria LGPS consisted of five 
elements: Cumbria Pensions Committee (7.2.1), Cumbria Investment Sub Group 
(7.2.2), Cumbria Pensions Forum (7.2.3), Cumbria LGPS Local Pension Board (7.2.4) 
and Advisors and Officers (7.2.5).  
 

 
  
7.2.1 CUMBRIA PENSIONS COMMITTEE 
The local government pension scheme, unlike private pension schemes, does not have 
trustees but elected Members perform similar duties to Trustees. Cumbria County 
Council, as Administering Authority for Cumbria LGPS, has the ultimate responsibility 
for administration of benefits under the scheme. Under section 101 of the Local 
Government Act 1972 Cumbria County Council has delegated its functions as the 
Administering Authority to the Cumbria Pensions Committee (hereafter ‘the 
Committee’).  
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The committee has 11 members (8 County Councillors, 1 District Councillor and 2 non-
voting employee representatives).  
 
Advice is given by Cumbria County Council's Section 151 Officer (who is the Director 
of Finance), the Council’s pensions finance team and by two independent advisors. 
The current advisors are appointed for their knowledge of investments and of pension 
funds; one advisor being primarily an investment specialist, the other complementing 
these investment skills with actuarial knowledge of the liability profile of the Fund.  
 
Services are also provided by the Fund actuary, Mercer Ltd, and by other consultants, 
lawyers, custodians and wider service providers. 
 
As detailed in section 2.5.1, in February 2017 Council confirmed adoption of the BCPP 
Ltd pooling arrangement as its chosen approach to meet the requirement to pool 
assets in the LGPS. Council also approved amendments to the Constitution updating 
the duties and responsibilities of the Pensions Committee to ensure that the Council is 
appropriately represented at the Joint Committee and shareholder meetings of BCPP 
Ltd. Details of how oversight and governance of BCPP takes place are detailed in 
section 4.6 of the Investment Strategy Statement 
 
The Terms of Reference of the Cumbria Pensions Committee were reviewed by the 
Council in June 2018 and are set out in section 2H of Cumbria County Council’s 
Constitution available online at: www.cumbria.gov.uk/council-
democracy/constitution/part2/decisionmakingbodies/2h.asp.  
 
7.2.2 CUMBRIA PENSIONS INVESTMENT SUB GROUP 
The dedicated Investment Sub Group advises the Director of Finance (S 151 Officer) 
in the exercise of their delegated powers to appoint / terminate non-strategically 
significant  investment managers (i.e. those holding less than 5% of the Fund by total 
value), thus speeding up decision making. This enables the Pensions Committee to be 
focused on the issues that add most value to the Fund.  
 
The Investment Sub Group consider, and continually review the investment 
management structure for the Pension Fund and are responsible for advising the 
Director of Finance (S151 Officer) on the appointment and termination of tactical 
investment managers (less than 5% of the Fund) and the establishment and review of 
performance benchmarks and targets for investment. The group also considers the 
detail of any regulatory changes to investment limits or national policy changes that 
are made in this area, reporting to the Pensions Committee on their findings and 
recommendations.  
 
The Terms of Reference of the Investment Sub Group were reviewed by the Council 
in June 2018 and are set out in section 2O of Cumbria County Council’s Constitution 
available online at: www.cumbria.gov.uk/council-
democracy/constitution/part2/otherpanels/2o.asp   

 
7.2.3 CUMBRIA PENSIONS FORUM 

http://www.cumbria.gov.uk/council-democracy/constitution/part2/
http://www.cumbria.gov.uk/council-democracy/constitution/part2/
http://www.cumbria.gov.uk/council-democracy/constitution/part2/otherpanels/2o.asp
http://www.cumbria.gov.uk/council-democracy/constitution/part2/otherpanels/2o.asp
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The purpose of the Cumbria Pensions Forum is to seek the views of stakeholders 
within the Cumbria LGPS and provide information on performance across the 
management disciplines of the Fund and discuss items of common interest in relation 
to pensions. Membership of the Forum is open to all employer bodies within the Fund. 
Further details of the Forum, including its Terms of Reference are detailed in in the 
Governance Policy Statement detailed Appendix A-2. 
 
The Forum meets annually and during 2019/20 met on 21st November 2019. The 
meeting presented an overview of the actuarial valuation process and provided 
employers with the opportunity to discuss their interim valuation results with Officers 
and the Actuary. 
 
The Terms of Reference of the Pension Forum are set out in section 2R of Cumbria 
County Council’s Constitution available online at: www.cumbria.gov.uk/council-
democracy/constitution/part2/otherpanels/2r.asp 
 
7.2.4 CUMBRIA LGPS LOCAL PENSION BOARD 
The Board is constituted under the Public Service Pension Act 2013 and the Local 
Government Pension Scheme (Amendment) (Governance) Regulations 2014. The 
Board’s role is to assist the Administration Authority to fulfil its functions in relation to 
all aspects of governance and administration of the Pension Fund. The Board has no 
remit as a decision making body. Further details of the Pension Board, including its 
Terms of Reference are detailed in in the Governance Policy Statement detailed 
Appendix A-2. 
 
The Terms of Reference of the Pension Board are set out in section 2P of Cumbria 
County Council’s Constitution available online at:  
http://www.cumbria.gov.uk/council-
democracy/constitution/part2/otherpanels/2p.asp 
 
7.2.5 ADVISORS AND OFFICERS 
Advice is given by Cumbria County Council's Director of Finance (S151 Officer), the 
Council’s Pensions Finance Team and by two independent advisors; Mrs Clare Scott 
and Mr Alistair Sutherland. The current advisors are appointed for their complementary 
knowledge and experience of investments, actuarial matters and wider pensions 
issues. 

 
Advice is also provided by Mercer Ltd as Fund Actuary, DLA Piper as legal advisors to 
the Fund, and by other experts where appropriate, e.g. for investment management 
services, specialist tax advice, etc. 

 
7.2.6 CONFLICTS OF INTEREST 
Each Member of the Pension Committee and Cumbria Local Pension Board formally 
considers conflicts of interest at each meeting and the outcome is declared in the public 
minutes. As detailed in note 16 to the accounts during 2019/20 any related party 
transactions as have been identified are either non-material or are associated with the 
normal activities of the individuals in question. 
 
 

http://www.cumbria.gov.uk/council-democracy/constitution/part2/otherpanels/2r.asp
http://www.cumbria.gov.uk/council-democracy/constitution/part2/otherpanels/2r.asp
http://www.cumbria.gov.uk/council-democracy/constitution/part2/otherpanels/2p.asp
http://www.cumbria.gov.uk/council-democracy/constitution/part2/otherpanels/2p.asp
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7.3 TRAINING 2019/20 
Members and Officers are required to undertake training to satisfy the obligations 
placed upon them by the:- 

• Updated Myners Principles (as detailed in the Investment Strategy Statement 
in Appendix A-4 of this report); 

• Pensions Regulations and the Pensions Regulator; 

• CIPFA Code of Practice on Public Sector Pensions Finance Knowledge and 
Skills;  

• LGPS Governance Compliance Statement; and 

• The Committee’s own Training Policy (see Appendix A-9 of this report). 
 
The Cumbria Pensions Committee ensures that the Fund has formal and 
comprehensive objectives, policies and practices, strategies and reporting 
arrangements. This helps ensure the effective acquisition and retention of the relevant 
public sector pension scheme knowledge and skills for all those (Members and 
Officers) charged with governance; oversight; financial administration and decision-
making for the Cumbria Local Government Pension Scheme (LGPS). 
 
These policies and practices are guided principally by reference to a comprehensive 
framework of knowledge and skills requirements as set down in the CIPFA Pensions 
Finance/Technical Knowledge and Skills Frameworks (KSF) and the Pensions 
Regulator’s Public Service "Trustee Knowledge and Understanding" (TKU) Toolkit. 
Both these frameworks are LGPS specific and have been devised to ensure those 
charged with governance in the LGPS (i.e. members of the Pensions Committee, 
Pension Board, Officers and Advisors) have capability and capacity to undertake their 
duties.  
 
A training policy (see Appendix A-9) and an outline training plan designed to cover 
the Knowledge and Skills Framework is produced annually by Cumbria LGPS and is 
updated throughout the year as any knowledge and skills gaps are identified either 
through emerging events or changes to Committee or Board Membership. The 
Training Plan incorporated in the Training Policy relates to 2020/21 (the 2019/20 
Training Plan is set out in the 2018/19 Annual Report which can be found at: 
www.cumbria.gov.uk/Finance/finance/lgpsarchive.asp 
  
Training undertaken by members of the Cumbria Local Pension Board during 2019/20 
is referenced in the Annual Report of the Local Pension Board (see section 1.1). 
 
The formal training undertaken by Members of both the Pensions Committee and Local 
Pension Board together with Officers during the 2018/19 financial year has consisted 
of:  
 

i. the provision of a number of targeted internally held (although delivered 
primarily by external experts) training sessions including: 

 

http://www.cumbria.gov.uk/Finance/finance/lgpsarchive.asp
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DATE TRAINING COURSE / INFORMATION REPORT 

3 dates 
in 19-20 

New Committee Member Training by officers on the core roles and 
functions of the Pensions Fund and the Pensions Committee, together 
with Cumbria LGPS Key information and an update of National issues. 

Apr & 
Nov 19 

Briefing session detailing the key attributes of Private Residential 
Property Investment Funds, and Multi Asset Credit asset classes and the 
formulation of an Investment Strategy. 

 
ii. and ad hoc attendance by individuals at externally run events where they have 

been identified as appropriate for the individual, including: 
 

DATE TRAINING COURSE ATTENDEES 

  Members Officers 

Apr-19 LGA Pensions in a Digital era  2 

“ Engagement on ESG - Robeco  1 

“ LGIM – Climate Emergency webinar  1 

May-19 LAPF – Local Authority Conference  1 

Jun-19  LGIM – Integrating ESG into investments  1 

“  CIPFA  - Risk Management in the LGPS  2 

“ CIPFA – LGPS LPB Annual Conference 1  

Jul-19 Hymans – Getting to Grips with Climate Change webinar  1 

“ LAPF – Strategic Investment Forum  1 

“ LGA – Pensions aggregation  1 

“ AON – Demographic Horizons webinar  1 

“ Investor Collaborations on ESG – Church of England  1 

“ BPP – Investment Management Certificate 2  1 

Aug-19 ESG & Climate Change reporting – Share Action  1 

Sep-19 Pensions for Purpose – Impact Investing  1 

“ FT – LGPS Forum 2019  1 

Oct-19 LGA – Fundamentals Training (Day 1) 3  

“ LGA – Insight Training, Pensions  1 

“ Prudential – the Benefits of AVC’s 5 4 

“ BCPP Annual Conference 5 3 

“ CIPFA – Future in Mind  2 

“ HMRC – Managing Pension Schemes workshop  1 

Nov-19 Your Pension Service – Annual Practitioners Conference  4 

“ LGA – Fundamentals Training (Day 2) 3  

“ Room 151 – Asset Allocation Forum  1 

“ CIPFA - Pensions Network Annual Conference  2 

“ Annual LGPS Pension Managers Conference  2 
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DATE TRAINING COURSE ATTENDEES 

  Members Officers 

“ Cumbria LGPS – Annual Pensions Forum  5 7 

Dec-19 LAPFF – Annual Conference 1 1 

“ LGA – Fundamentals Training (Day 3) 3  

Jan-20 LPB – Date Security Training 5 4 

Feb-20 LGA – LGPS Governance Conference 2 1 

“ CIPFA – Financial Reporting workshop  1 

“ CIPFA – Pensions Audit and Accounts 2019-20  2 

“ Management Development Course  1 

“ CIPFA – LPB Spring Seminar 1  

Mar-20 CEM – Cost Reporting Workshop webcast  2 

“ Hymans – Good Governance webinar  1 

    

 
 

7.3.1 SUMMARY OF COMMITTEE, SUB GROUP AND LOCAL PENSION BOARD ATTENDANCE 

AND FORMAL TRAINING IN 2019/20: 
 
Committee Member (member of Pensions 
Committee only unless otherwise 
indicated) 

Voting 
rights? 

Attendance 
at meetings  

/ total 
meetings 

Training 
received 
(days) 

Cllr. MH Worth  Chair - Committee & 
Investment Sub Group 

Yes        10 / 11     4.0  

Cllr. NH Marriner  Vice Chair - Committee 
& Investment Sub 
Group 

Yes        11 / 11      3.5  

Cllr. SB Collins  Committee & 
Investment Sub Group 

Yes        11 / 11     6.0  

Cllr. J Airey 
 

Yes         2 / 4     1.5  

Cllr. LN Fisher  Yes         4 / 4     4.0 

Cllr. S Haraldsen  
 

Yes         2 / 4     2.0  

Cllr. P Thornton 
 

Yes         1 / 4     1.0 

Cllr. H Wall Until December 2019 Yes         2 / 4     1.5  

Cllr. M Wilson From January 2020 Yes         0 / 1     0.5 

Cllr. J Mallinson  Co-opted District 
Councillor  
From August 2019 

Yes         0 / 3     0.5  

T Barber  Employee 
representative 

No         1 / 4     1.0  

J Keith Employee 
representative 

No         2 / 4     4.5 
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Local Pension Board Member  Voting 
rights? 

Attendance 
at meetings  

/ total 
meetings 

Training 
received 
(days) 

Mrs D Burnet  Chair until October 
2019, now Vice Chair 

Yes         4 / 4     11.0  

Mr D Southward  Vice Chair until October 
2019  

Yes         3 / 4     1.5  

Vacant  District Council 
representative 

Yes         0 / 4      

Mrs K Powell Chair from October 
2019 

Yes         3 / 4     2.5  

Mrs K Thomson  Yes         2 / 4     1.0 

Ms K Wilson  
 

Yes         3 / 4     3.0  

 
 

7.4 AUDIT 
The finance and operational arrangements of the Fund are subject to review and audit 
both by Grant Thornton and the Cumbria’s and Lancashire County Council’s (as part 
of the delegated function) internal audit services to increase effectiveness and 
efficiency. Reports issued by our auditors are subject to consideration by the Council’s 
elected Members through scrutiny at the Council’s Audit and Assurance Committee. 
 
The Fund’s external auditor Grant Thornton has issued a Draft Audit Findings Report 
from its review of the 2019/20 Pension Fund accounts. Whilst the audit is not yet 
complete, Grant Thornton have noted that they anticipate to provide the Pension 
Scheme with an unmodified audit report and that, subject to completion of their 
remaining work, the Auditor anticipates issuing an unqualified audit opinion following 
the Audit & Assurance Committee meeting on 23rd November 2020.  
 
There were no adjustments identified that required amendment to the primary 
statements, and any adjustments made were to memorandum disclosure notes only. 
 
There is one prior recommendation from the auditors in the 2018/19 Audit Findings 
Report relating to the process for uploading journals into the financial system. 
Management introduced further internal controls to mitigate this risk in July 2019 which 
falls into this period of audit. This had no impact on the financial statements or 
disclosure notes included within the Annual Accounts of the Fund. 
 
Please note: the Governance Policy Statement is shown in the Fund Policy Document 
at Appendix A-2. 
 
 

7.5 DISCRETIONS  
 
All employers within the Fund are required by regulations to formulate, publish and 
keep under review a policy statement in relation to the exercise of a number of 
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discretionary functions under the LGPS Regulations 2013 (as amended). These 
discretionary functions relate to: 

• funding of additional pension (16(2)(e)) & (16(4)(d));  

• flexible retirement (30(6));  

• waiving of actuarial reduction (30(8)); and  

• award of additional pension (31). 
 
Following the introduction of the 2014 Scheme, Cumbria LGPS updated the 
Administration Authority discretions policy. Additionally each employer within the LGPS 
is required to review and update their individual employer discretions policy and submit 
these to the Administration Authority. 
 
Please note: the Discretions Policy is shown in the Fund Policy Document at 
Appendix A-8. 
 
During the year, the Fund made 53 discretions in accordance with its Discretions 
Policy. Fifty of these discretions, related to the payment of grants payable on the death 
of scheme members, two related to late aggregation requests and one related to a late 
transfer request. 

 
7.6 REPORTING BREACHES OF THE LAW 

 
Under the Pensions Act 2004 certain persons have a duty to report breaches of the 
law when there is a reasonable cause to believe that it is relevant to the scheme and 
has not been or is not being complied with and that this failure is likely to be material 
to the Pensions Regulator. 
 
Breaches can occur in relation to a wide variety of tasks and this policy sets out the 
procedures to be followed by persons involved in the Fund, in relation to reporting 
Breaches of the law. 
 
Breaches of both the law and of Fund policies are reported to both the Pensions 
Committee and the Local Pension Board. Where the breach is considered to be 
materially significant, this will be reported to the Pensions Regulator. No material 
breaches have been identified during 2019/20. 
 
Please note: the Policy & Procedure on Reporting Breaches of the Law is shown in 
the Fund Policy Document at Appendix A-10. 



 

 

Section 8: 

The Pension Fund Accounts 2019/20 - have 

not been replicated here to minimise pack 

size and printing costs. 

 

The final Annual Report will include the 2019/20 

Accounts of the Pension Fund which were reviewed (in 

draft) by Pensions Committee in June.  

 

The Unaudited Pension Fund Accounts 2019/20 

document is published on-line at:    

www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp  

http://www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp
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9 OTHER STATEMENTS AND INFORMATION 
 

9.1 INFORMATION FOR SCHEME ADVISORY BOARD 
 
To assist with the production of the Scheme Annual Report (compiled by the LGPS 
Scheme Advisory Board) individual Funds within the LGPS are required to provide the 
following information: 

 
9.1.1 Fund assets as at the reporting date: 

 

  
 
Comparatives: 
 

 

31
st

 March 2020 UK Non-UK Global** Total

£m £m £m £m

Equities  224.7  -    616.6  841.3 

Bonds  662.1  6.9  -    669.0 

Property (direct holdings)  155.7  -    -    155.7 

Alternatives*  449.6  304.6  -    754.2 

Cash and cash equivalents  125.2  17.6  -    142.8 

Other ***  -  -  -  - 

Total  1,617.3  329.1  616.6  2,563.0 

31
st

 March 2019 UK Non-UK Global** Total

£m £m £m £m

Equities  329.6 (8.1)  961.5  1,283.0 

Bonds  658.7  6.4  -    665.1 

Property (direct holdings)  161.3  -    -    161.3 

Alternatives*  260.2  260.6  -    520.8 

Cash and cash equivalents  45.8  21.6  -    67.4 

Other ***  -  -  -  - 

Total  1,455.6  280.5  961.5  2,697.6 
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9.1.2 Investment income accrued during the reporting date:  
 

  
 
Comparatives: 

  
 
 Notes on above tables: 
* “Alternatives” are taken to mean holdings in private equity, hedge funds, pooled 
property funds, infrastructure funds, royalty funds and derivatives. 
** “Global” holdings are those that include an element of both overseas and UK listed 
assets. 
*** “Other” denotes assets not falling into any other category, such as investments in 
vehicles where the underlying investments may comprise of assets of more than one 
type. 
Investments in pooled funds are allocated to categories based on the nature and the 
domicile of the underlying assets. 

UK Non-UK Global** Total

£m £m £m £m

Equities 0.4 7.3  -   7.7

Bonds 6.8 0.2  -   7.0

Property (direct holdings) 8.0  -    -   8.0

Alternatives* 4.1 1.9 18.3 24.3

Cash  0.1  0.3  -   0.4

Other***  -

Total 19.4 9.7 18.3 47.4

31
st

 March 2020

UK Non-UK Global** Total

£m £m £m £m

Equities 10.6 9.7  -   20.3

Bonds 6.8 0.2  -   7.0

Property (direct holdings) 7.8  -    -   7.8

Alternatives* 3.1 2.7 10.9 16.7

Cash  0.1  0.5  -   0.6

Other***  -

Total 28.4 13.1 10.9 52.4

31
st

 March 2019
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9.2 AUDITOR’S OPINION 
 

 
 
 

Independent auditor’s report to the members of Cumbria County Council on the 
consistency of the pension scheme financial statements of Cumbria Local 
Government Pension Scheme included in the Pension Scheme Annual Report 
 
Opinion 
 
The pension scheme financial statements of Cumbria Local Government Pension 
Scheme (the ’pension scheme’) administered by Cumbria County Council (the 
"Authority") for the year ended 31 March 2019 which comprise the Pension Fund 
Account for the year ended 31 March 2019, the Net Assets Statement as at 31 March 
2019 and the notes to the financial statements, including a summary of significant 
accounting policies are derived from the audited pension scheme financial statements 
for the year ended 31 March 2019 included in the Authority's Statement of Accounts 
(the “Statement of Accounts”).  
In our opinion, the accompanying pension scheme financial statements are consistent, 
in all material respects, with the audited financial statements in accordance with proper 
practices as defined in the CIPFA/LASAAC code of practice on local authority 
accounting in the United Kingdom 2018/19 and applicable law. 
 
Pension Scheme Annual Report - Pension scheme financial statements  
 
The Pension Scheme Annual Report and the pension scheme financial statements do 
not reflect the effects of events that occurred subsequent to the date of our report on 
the Statement of Accounts. Reading the pension scheme financial statements and the 
auditor’s report thereon is not a substitute for reading the audited Statement of 
Accounts and the auditor’s report thereon. 
 
The audited financial statements and our Report thereon 
 
We expressed an unmodified audit opinion on the pension scheme financial 
statements in the Statement of Accounts in our report dated 30 July 2019.  
 
Director of Finance’s responsibilities for the pension scheme financial 
statements in the Pension Scheme Annual Report  
  
Under the Local Government Pension Scheme Regulations 2013 the Chief Financial 
Officer of the Authority is responsible for the preparation of the pension scheme 
financial statements, which must include the Fund Account, the Net Assets Statement 
and supporting notes and disclosures prepared in accordance with proper practices. 
Proper practices for the pension scheme financial statements in both the Statement of 
Accounts and the Pension Scheme Annual Report are set out in the CIPFA/LASAAC 
code of practice on local authority accounting in the United Kingdom 2018/19. 
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Auditor's responsibility 
 
Our responsibility is to express an opinion on whether the pension scheme financial 
statements in the Pension Scheme Annual Report are consistent, in all material 
respects, with the audited pension scheme financial statements in the Statement of 
Accounts based on our procedures, which were conducted in accordance with 
International Standard on Auditing 810 (Revised), Engagements to Report on 
Summary Financial Statements.   
  
Who we are reporting to 
 
This report is made solely to the members of the Authority, as a body, in accordance 
with Part 5 paragraph 20(5) of the Local Audit and Accountability Act 2014 and as set 
out in paragraph 43 of the Statement of Responsibilities of Auditors and Audited Bodies 
published by Public Sector Audit Appointments Limited. Our work has been undertaken 
so that we might state to the Authority’s members those matters we are required to 
state to them in an auditor's report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the 
Authority and the Authority's members as a body, for our audit work, for this report, or 
for the opinions we have formed.  
 
 
Gareth Kelly  
 
Gareth Kelly 
for and on behalf of Grant Thornton UK LLP, Local Auditor 
  
Glasgow 
 
30th July 2019 
 

 
 

 
 



 

 

Appendix A: 

Fund Policy Document - has not been 

replicated here to minimise pack size and 

printing costs. 

 

The final report will also include the Fund Policy 

Document which was reviewed by Pensions Committee 

in March 2020 and updated in June for amendments to 

the Admission & Termination policy.  

 

The Fund Policy document is published on-line at:    

www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp  

http://www.cumbria.gov.uk/Finance/finance/cumbrialgps.asp
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Active Management – Approach to investment management which aims to 
outperform a particular market index or benchmark through asset allocation and/or 
stock selection decisions. (Also see Passive Management). 
 
Actuary – An independent consultant who advises the Fund and every three years 
formally reviews the assets and liabilities of the Fund and produces a report on the 
Fund’s financial position, known as the Actuarial Valuation. 
 
Actuarial Valuation – An actuary formally reviews the assets and liabilities of the 
pension Fund and produces a report on the Fund’s financial position. 
 
Admitted Body – Private contractors that are admitted to the LGPS to protect member 
pension rights following a TUPE transfer, or a body which provides a public service 
which operates otherwise than for the purposes of gain. These bodies can be 
categorised as Transferee or Community Admission bodies. 
 
Alternatives – Investment products other than traditional investments of stocks, 
bonds, cash or property. The term is used for tangible assets such as infrastructure; 
property; art, wine etc., and financial assets such as commodities, private equity, 
hedge funds, venture capital; royalties / patents and derivatives.  
 
Asset Allocation – Distribution of investments across asset categories, such as cash, 
equities and bonds. Asset allocation affects both risk and return, and is a central 
concept in financial planning and investment management. 
 
Authorised Contractual Scheme (ACS) – an ACS is a type of structure in which 
institutional investors (including Pension funds) can hold their pooled investments. The 
ACS is the investment vehicle chosen by BCPP to hold the public market quoted 
investments for the twelve partner funds, and provides a tax efficient means for 
managing all the equity and bonds held by the company. 
 
Auto Enrolment - UK employers have to automatically enrol their staff into a 
workplace pension if they meet certain criteria. The law on workplace pensions has 
now changed and every employer must comply. 
 
Benchmark – A yardstick against which the investment policy or performance of a 
fund manager can be compared, usually the index relating to the particular assets held. 
(Also see Target). 
 
Bid price – Price at which a security or unit in a pooled fund can be sold. 
 
Black-Scholes – Is a pricing model used to determine the fair price or theoretical value 
for an ‘over-the-counter’ derivative option based on six variables such as volatility, type 
of option, underlying stock price, time, strike price, and risk-free rate. 
 



 

 
 
APPENDIX B: GLOSSARY 
 

334  
 

Bonds – Certificate of debt issued by a government or company, promising regular 
payments on a specified date or range of dates, usually with final capital payment at 
redemption. 
 
Buy and Hold Credit - An approach to bond investment that is very different to an 
index-tracking or traditional active approach. In the case of “buy and hold” investing, 
the starting point of the portfolio construction process is not the index weight of the 
bonds, but a basket of bonds that the manager believes have a high probability of 
honouring the payment obligations due. As such the investor’s return expectation has 
a “margin of safety” and is not dependant on a change in sentiment in credit markets. 
The intention is typically to hold the bonds until maturity (and to be prepared to sell 
bonds if the default risk increases). Constant duration portfolios are also available. 
 
Call option – see Options contract. 
 
Career Average Revalued Earnings (CARE) Scheme – The pension at retirement 
will relate to your average salary over your career (while paying into the pension 
scheme). More precisely for the LGPS, it is based on pensionable earnings, increased 
in line with inflation as measured by the Consumer Price Index (CPI). 
 
CIPFA – Chartered Institute of Public Finance & Accountancy. 
 
Class Action – An action where an individual represents a group in a court claim. The 
judgment from the suit is for all the members of the group (class). This is often done 
when shareholders launch a lawsuit against a company, mainly because it would be 
too expensive for each individual shareholder to launch their own law suit. 
 
Conflicts of Interest - Real or apparent instances where a person or firm has an 
incentive to serve one interest at the expense of another. Some of these conflicts are 
inherent in any large, diversified organisation, while others stem from the nature of the 
services offered to clients. These conflicts are managed through disclosure and with 
policies and procedures that are designed to protect client’s interests. The appearance 
of a conflict of interest is present if there is a potential for the personal interests of an 
individual to clash with fiduciary duties. 
 
Consumer Price Index (CPI) - The rate of increase in prices for goods and services. 
CPI is the official measure of inflation of consumer prices of the United Kingdom. 
 
Coronavirus (COVID-19) – The World Health Organisation (WHO) declared the 
outbreak of Coronavirus to be a global pandemic on 11th March 2020. Investment 
markets have seen significant volatility as a result of concerns relating to the 
Coronavirus Pandemic.  
 
Corporate Governance - The system of rules, practices and processes by which a 
company is directed and controlled. Corporate governance essentially involves 
balancing the interests of the many stakeholders in a company - these include its 
shareholders, management, customers, suppliers, financiers, government and the 
community. Since corporate governance also provides the framework for attaining a 
company's objectives, it encompasses practically every sphere of management, from 
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action plans and internal controls to performance measurement and corporate 
disclosure. 
 
Counterparty - The other party that participates in a financial transaction. Every 
transaction must have a counterparty in order for the transaction to go through. More 
specifically, every buyer of an asset must be paired up with a seller that is willing to sell 
and vice versa. 
 
Currency Hedge – This is one way for pension funds to reduce the volatility of their 
foreign currency exposures, by using derivatives to convert exposures back to the 
domestic currency. Open funds with a long term focus commonly hedge 50% of their 
exposure to mitigate the worst effects that any adverse currency movement would have 
on the value of the Fund.  
 

Custodian – Organisation which is responsible for the safekeeping of asset, income 
collection and settlement of trades for a portfolio, independent from the asset 
management function. 
 

DCLG – Department for Communities and Local Government. In January 2018 this 
was renamed the Ministry of Housing, Communities and Local Government 
(“MHCLG”). 
 
Defined Benefit – An employer-sponsored retirement plan where employee benefits 
are assessed based on a formula using factors such as salary history and duration of 
employment. Public sector pension schemes, including the LGPS, were defined benefit 
prior to the introduction of the Career Average Revalued Earnings (2014) Scheme. 

 
Defined Contribution – A retirement plan in which a certain amount or percentage of 
money is set aside each year by a company for the benefit of the employee. There are 
restrictions as to when and how you can withdraw these funds without penalties. There 
is no way to know how much the plan will ultimately give the employee upon retiring. 
The amount contributed is fixed, but the benefit is not. 
 
Derivative – Financial instrument whose value is dependent on the value of an 
underlying index, currency, commodity or other asset.  
 
Designated Body – Also known as Resolution body – please refer below. 
 
Diversification – Risk management technique which involves spreading investments 
across a range of different investment opportunities, thus helping to reduce overall risk. 
Risk reduction arises from the different investments not being perfectly correlated. 
Diversification can apply at various levels, such as diversification between countries, 
asset classes, sectors and individual securities.  
 
Diversified Credit – Also known as Multi Asset Credit – please refer below.  
 
Divestment or divestiture – The reduction of some kind of asset for financial, ethical, 
or political objective. A divestment is the opposite of an investment. For investors, 
divestment can be used as a social tool to protest particular corporate policies. 
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EBITDA – Earnings Before Interest, Tax, Depreciation and Amortisation – is a 
measure of a company's operating performance. Essentially, it's a way to evaluate a 
company's performance without having to factor in financing decisions, accounting 
decisions or tax environments. 
 
Emerging Markets – Developing economies in Latin America, Africa, Asia and the 
Middle East as well as areas of Europe and the Far East. Investment returns within 
these markets tend to be more volatile than those in more established markets. 
 
Engagement - A series of actions investors can take to reduce environmental, social 
and governance risks. This can include raising concerns or making proposals about 
company practices directly to its directors via correspondence, face-to-face meetings, 
attendance and voting at shareholder meetings. 
 
Equities – Ordinary shares in UK and overseas companies traded on a stock 
exchange. Shareholders have an interest in the profits of the company and are entitled 
to vote at shareholders’ meetings. 
 
Equity Protection – a product which is designed to protect the value of an equity 
portfolio, from significant falls in the value of specific equity market indices. These 
products can cover equities held in more than one country e.g. UK, US and Europe 
and often utilise derivative options contracts. 
 
ESG (Environmental, Social and Corporate Governance) - A set of standards for a 
company’s operations that socially conscious investors use to screen investments. 
Environmental criteria looks at how a company performs as a steward of the natural 
environment. Social criteria examines how a company manages relationships with its 
employees, suppliers, customers and the communities where it operates. Governance 
deals with a company’s leadership, executive pay, audits and internal controls, and 
shareholder rights. ESG is the catch-all term for the criteria used in what has become 
known as socially responsible investing. Socially responsible investing is among 
several related concepts and approaches that influence and, in some cases govern, 
how asset managers invest portfolios. See also Socially Responsible investing. 
 
Exchange Traded Fund (ETF) - Fund that tracks an index, but can be traded like a 
stock.  
 
Fiduciary Duty - A legal obligation of one party to act in the best interest of another. 
The obligated party is typically a fiduciary, that is, someone entrusted with the care of 
money or property. 
 
Final Salary – Another term for the defined benefit pension schemes where employee 
benefits are based on the person’s final salary when they retire. The LGPS 2014 
Scheme has moved from this to a CARE (career average) scheme. 
 
Fixed Interest Securities – Investments mainly in government but also company 
stocks, which guarantee a fixed rate of interest. The securities represent loans which 
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are repayable at a future date but which can be traded on a recognised stock exchange 
in the meantime. 
 
Funding Level – The ratio of a pension fund’s assets to its liabilities. Normally relates 
to defined benefit pension funds and used as a measure of the fund’s ability to meet 
its future liabilities. 
 
Futures Contract – A contract that is traded on an organised exchange and subject 
to rules of the exchange. It is an obligation that the buyer and seller settle the contract 
through purchase or sale of an underlying asset at the future date. 
 
Gilts – These are the simplest form of UK government bond. A conventional gilt is a 
bond issued by the UK government which pays the holder a fixed cash payment (or 
coupon) every six months until maturity, at which point the holder receives his final 
coupon payment and the return of the principal. 
 
Governance - The procedures and practice associated with decision-making, 
performance and control, which provide structures and satisfy expectations of 
accountability in large, mainly commercial, organisations.  
 
IFRS – International Financial Reporting Standards. Aim to standardise the reporting 
and information disclosed in the financial accounts of companies and other 
organisations globally. 
 
Index-linked Gilts – UK government stock where the interest payments and the final 
redemption proceeds are linked to the Retail Price Index. Such stocks provide 
protection against inflation. 
 
Index-Tracking Fund (Managed Fund) – Pooled investment vehicle which aims to 
match the returns on a particular market index. The fund may hold all stocks in the 
index or select a sample that will perform closely to the index. Investors can buy and 
sell units of the fund on an on-going basis. 
 
Infrastructure - The public facilities and services needed to support residential 
development, including highways, bridges, schools, and sewer and water systems. A 
term usually associated with investment in transport, power and utilities projects. 
 
Investment Strategy – Investor’s long-term distribution of assets among various asset 
classes taking into consideration, for example, goals of the investor, attitude to risk and 
timescale etc. 
 

Liabilities – Financial liabilities are debts owed to creditors for outstanding payments 
due to be paid. Pensions liabilities are the pensions benefits and payments that are 
due to be paid when someone retires; the LGPS is a ‘final-salary’ scheme where 
pension relates to years service and final salary and so the pensions liability can be 
estimated by the actuary. 
 
Market Value – The price at which an investment can be bought or sold at a given 
date. 

http://en.wikipedia.org/wiki/Government_bond
http://en.wikipedia.org/wiki/Coupon_bond
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MHCLG – The Ministry of Housing, Communities and Local Government. Prior to 
January 2018 this was Department for Communities and Local Government (“DCLG”). 
 

Multi-Asset Credit – MAC is a term used for a fund investing in a range of investments 
that are classed as ‘credit’ i.e. fixed income, and will often include corporate debt, loans 
directly to companies, absolute return bonds, emerging market debt, asset-backed 
securities, real-estate debt and high yield bonds. The MAC fund will aim to be 
diversified across many asset types (also known as Diversified Credit).  
 
Myners Review – Review carried out by Paul Myners on behalf of the Chancellor of 
the UK government. The review, published in March 2001, investigated the challenges 
facing institutional investment decision making. 
 
Options contract – this grants to the entity the right, but not the obligation to buy or 
sell an underlying asset at a set price on or before a certain date. The two terms used 
to identify the type of option are: 

• Call option – gives the holder the right but not obligation to buy an underlying 
asset 

• Put option – gives the holder the right but not obligation to sell an underlying 
asset 

 
Over-the-Counter (OTC) - A security traded in some context other than on a formal 
exchange such as the London Stock Exchange, New York Stock Exchange, etc. The 
phrase "over-the-counter" can be used to refer to stocks that trade via a dealer network 
as opposed to on a centralized exchange. It also refers to debt securities and other 
financial instruments such as derivatives, which are traded through a dealer network. 
 

Passive Management – Portfolio which aims to replicate a particular market index or 
benchmark and does not attempt to actively manage the portfolio. (Also see Active 
Management). 
 

PIRC – Pensions & Investment Research Consultants 
 

Pooled Investment Fund – A fund managed by an external Fund Manager in which 
a number of investors buy units. The total fund is then invested in a particular market 
or region. The underlying assets the funds hold on behalf of clients are quoted assets 
such as fixed interest bonds and equity shares. They are used as an efficient low-risk 
method of investing in the asset classes. 
 

Pooling – In the context of the LGPS, this is the collaboration of several LGPS Funds 
to pool their investment assets in order to generate savings from economies of scale 
thereby, as requested by DCLG: ‘significantly reducing costs whilst maintaining 
investment performance’. 
 

Portfolio – Block of assets generally managed under the same mandate. 
 

Private Equity – Shares in unquoted companies. Usually high risk, high return in 
nature. 
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Private Equity Secondaries – Shares in unquoted companies that were pre-existing 
investor commitments to private equity which have since been sold in a secondary 
market. Usually high risk, high return in nature. 
 

Put option – see Options contract. 
 

Retail Price Index – Measure of price inflation in the UK used as a guide for pensions 
updating. A basket of representative goods in the market is priced on a regular basis 
to monitor the rate of inflation. (The Government is also publishing details of the 
Consumer Prices Index). 
 

Real Estate Debt – Commercial property loans; the debt is secured against 
commercial property or portfolios of property, eg. hotels, shopping centres, offices. 
 

Resolution Body – Employers who, under Schedule 2 Part 2 of the Local Government 
Pension Scheme Regulations 2013 (as amended), have the automatic right but not the 
requirement to be an employer within the LGPS (also referred to as a Designated 
body). 
 

Return – Increase in value of an investment over a period of time, expressed as a 
percentage of the value of the investment at the start of the period. 
 

Risk – Likelihood of a return different from that expected and the possible extent of the 
difference. Also used to indicate the volatility of different assets. 
 

Scheduled Body – Public sector employers or resolution bodies that have an 
automatic right and requirement to be an employer within the LGPS. 
 
Scheme Employers – employers that have the statutory right to participate in the 
LGPS. These organisations (set out in Part 1 of Schedule 2 of the 2013 Regulations 
(as amended)) would not need to designate eligibility, unlike the Part 2 Scheme 
Employers. 
 

Settlement – Payment or collection of proceeds after trading a security. Settlement 
usually takes place sometime after the deal and price are agreed. 
 
Shareholder Voting - Shareholders are people and organisations who buy shares in 
UK companies. In large companies, shareholders are overwhelmingly large 
institutional investors, such as pension funds, insurance companies, mutual funds or 
similar foreign organisations.  
 
Shareholders have the right to vote on matters of ‘corporate policy’ at the underlying 
company’s AGM (Annual General Meeting). UK shareholders have the most 
favourable set of rights in the world in their ability to control directors of corporations. 
UK company law gives shareholders the ability to;  

• remove the board of directors with a simple majority of votes ; 

• change the company constitution with a three quarter vote (unless a higher 
figure is in the constitution); 

• wind up (i.e. liquidate) the company with a three quarter vote; and 

• veto any sale of a significant percentage of company assets. 
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The number of votes corresponds to the number of shares owned. The shareholder 
does not need to be present at the meeting, and many shares are voted ‘by proxy’. 
Managers invariably hand over the process of voting to proxy voting agencies.  
 
In practice many shareholders delegate the voting function to Investment Managers 
(who have stewardship of their assets).  
 
Resolutions which are voted upon include:-  
Approval of Annual Report and Accounts  
Approval of Remuneration Policy, and Remuneration Report  
Election/Re-election of Directors  
Appointment/Re-appointment of auditors  
Approve dividend  
Approve political donations  
 
Voting is the key to exercising ownership rights, and influencing investee company 
policy 
 

Socially Responsible Investing – An investment that is considered socially 
responsible because of the nature of the business the company conducts. Common 
themes for socially responsible investments include avoiding investment in companies 
that produce or sell addictive substances (like alcohol, gambling and tobacco) and 
seeking out companies engaged in social justice, environmental sustainability and 
alternative energy/clean technology efforts. See also ESG. 
 
Stewardship - The active and responsible planning and management of entrusted 
resources now and in the longer term, so as to hand them on in better condition. 
 

Stock Lending – Lending of stock from one investor to another that entitles the lender 
to continue to receive income generated by the stock plus an additional payment by 
the borrower. 
 

Target – Managers are set a target for investment performance such as 1% above 
benchmark per year over three year rolling periods. 
 
Triennial Actuarial Valuation – Every three years the actuary formally reviews the 
assets and liabilities of the Cumbria LGPS Fund and produces a report on the Fund’s 
financial position. 
 

Unit Trust – A specific type of pooled investment fund. 
 

Unquoted (Unlisted) Stock – A company share that is not available for purchase or 
sale through the stock market. 
 

Venture Capital – Investment in a company that is at a relatively early stage of 
development and is not listed on a stock exchange. 
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APPENDIX C: CONTACT US 
 
PENSIONS CONTACT DETAILS: for personal pensions and benefits queries please 
contact: 
 

Your Pension Service 
Cumbria LGPS Team 
PO Box 1382,  
Preston,  
PR2 0WQ 
 
Email: AskPensions@localpensionspartnership.org.uk 
Telephone: 0300 323 0260 
 
Alternatively for general LGPS scheme information, consult the website  
www.yourpensionservice.org.uk/local-government-scheme/  
 
ADMINISTERING AUTHORITY CONTACT DETAILS: for any queries relating to the 
Annual Report and Accounts please contact: 
 

Cumbria County Council 
Pensions and Financial Services                            
Finance Department,  
The Parkhouse Building, 
Baron Way, 
Kingmoor Business Park, 
Carlisle, 
Cumbria, 
CA6 4SJ 
 
Email: pensions@cumbria.gov.uk 
 
Telephone:  01228 226565 or 01228 226279 
 
 
ACCESS TO PENSION COMMITTEE PAPERS: for access to publicly available 
papers please see the website, or contact: 
 

Cumbria County Council 
Corporate, Customer & Community Services 
Democratic Services,  
Cumbria House,  
117 Botchergate,  
Carlisle,  
CA1 1RD 
 
Web: http://www.cumbria.gov.uk/landing_page/yourcouncil.asp 
 

http://www.yourpensionservice.org.uk/local-government-scheme/
mailto:pensions@cumbria.gov.uk
http://www.cumbria.gov.uk/landing_page/yourcouncil.asp


 

 

 


