
CUMBRIA PENSIONS COMMITTEE

Meeting date: 18th December 2020

From: Julie Crellin - Director of Finance (Section 151 
Officer)

HALF-YEAR UPDATE OF THE PENSION FUND BUSINESS 
PLAN AND ADMINISTRATION BUDGET 2020/21

1.0 EXECUTIVE SUMMARY

1.1 This report advises Members of the progress towards the delivery of 
the 2020/21 Business Plan and the projected 2020/21 budget outturn for 
the Cumbria LGPS including variances against budget. 

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

1.3 The approved budget for administering the Cumbria LGPS in 2020/21 is 
£6.037m. As at 30th September 2020 the projected 2020/21 outturn for 
the service is £5.682m. This equates to a projected underspend of 
£0.355m (this represents an underspend of 5.9% of the approved 
budget). The main element of the underspend is due to investment 
management fees which are based on asset values and the Fund value 
was less in the first half of the year than when the budget was 
approved.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

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

2.2 Good governance, including review of business plans and monitoring 
of the budget, aids the Fund in ensuring its regulatory responsibilities 
are met, scheme members receive a good service, costs are controlled 
and its required investment return is achieved. 



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

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

3.0 RECOMMENDATIONS

It is recommended that Members:

3.1 Note progress against the approved Business Plan.

3.2 Note the 2020/21 half year projected outturn position against budget for 
the Cumbria LGPS and forecast underspend of £0.355m (5.9% of the 
approved budget).

4.0 BACKGROUND

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

4.2 In March 2020, Pensions Committee approved the 2020/21 Business Plan 
and Budget for the Cumbria LGPS. This report provides a mid-year update 
on progress against these, concluding that all key additional deliverables in 
the 2020/21 business plan are on track for delivery and forecasting an 
underspend of approximately £0.355m for the year. 

4.3 It should be noted that investment management costs are largely linked to 
investment performance and are therefore difficult to project or control. 
Excluding these costs, the Fund is forecast to underspend by £0.184m.

2020/21 Business Plan

4.4 The 2020/21 Business Plan is split into the three component parts of the 
service namely, Administration, Investment Management and Oversight & 
Governance.

4.5 A table detailing progress against each of the agreed objectives for the year 
is shown at Appendix 1 to this report. Good progress is being made in 
delivering the Business Plan with all aspects of the business plan either 
having been completed, on target or are on-going work that is progressing 
towards completion. 

4.6 Work on improving the data held within the Fund has been scaled back 
during the year to ensure that the Fund can appropriately meet other 
challenges including the impact of COVID-19 and new legislation / regulatory 
changes whilst prioritising work to meet the requirements of the Pensions 



Regulator. For example, the Fund has not been specifically chasing 
employers for outstanding leaver forms during the year. This was a key area 
of focus in 2019 and, whilst the Fund has not been undertaking this work, 
the number of outstanding leaver forms has continued to reduce during 2020 
as employers are more aware of the need to undertake this work in a timely 
manner. 

4.7 Additionally, some of the activities previously undertaken by the Fund, for 
example address tracing for scheme members, are now completed regularly 
by LPPA.

4.8 In addition to the 2020/21 Business Plan, originally approved in March 2020, 
the Fund has had to respond to unforeseen activities during the first half of 
the year. These activities include:

 Managing the Fund through the COVID-19 pandemic;

 Review of investment strategy to ensure it was still fit for purpose 
during and after the pandemic;

 New legislation relating to the Exit Payment Cap and proposed new 
LGPS regulations related to exit payment reforms; and

 Increase in the Fund’s workloads associated with responsible 
investing.

4.9 These significant additional challenges to the work of the Fund have been 
responded to within the approved resources of the Pension Fund.

2020/21 Budget

4.10 The original approved 2020/21 budget for administering the Cumbria LGPS 
was £6.037m. 

4.11 As at 30th September 2020, the projected outturn for this service for 2020/21 
is £5.682m and therefore an underspend of £0.355m is projected (equivalent 
to 5.9% of the budget). The main contributing factor to the underspend is 
lower than budgeted investment management fees as the Fund value in the 
first half of the year was lower than the when the budget was approved. 
Excluding these fees, the budget is forecast to underspend by £0.184m.

4.12 Appendix 2 sets out the detailed budget and projected expenditure for this 
service. Additionally, a further Appendix is presented in Part 2 detailing 
commercially sensitive information relating to the budget and forecast 
expenditure for each of the investment managers.

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



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

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

Staffing

4.16 As detailed in the table below, the 2020/21 staffing budget for Pension 
Services is £0.656m and is forecast to be underspent by £0.107m overall.   

4.17 In accordance with CIPFA guidance, the staffing budget is split across both 
the Administration and Oversight & Governance sections of the budget. The 
forecast split of spend against these two key areas of staffing indicates a 
forecast underspend on Administration of £0.090m and a forecast 
underspend of £0.017m on Oversight and Governance. 

4.18 The Fund has been holding two vacancies in the first half of the financial 
year as it was unable to recruit due to the COVID-19 pandemic. The Fund 
has now recruited to one of these posts (Senior Pensions Officer) with the 
post holder starting with the Fund on 30th November. The other post 
currently remains vacant and will be reviewed in 2021.

2020/21   
Budget (£)

2020/21 
Forecast 

Outturn (£)

2020/21 
Projected 

Variance (£)
Adminstration:
Employer Funding & Accounting 334,700 244,500 (90,200)

Oversight & Governance:
Other Governance 286,200 267,000 (19,200)
Pension Board 35,000 37,000 2,000

Total Staffing Budget 655,900 548,500 (107,400)

Administration 

4.19 The 2020/21 budget to manage pensions’ administration arrangements is 
£1.631m. As at 30th September 2020, it is forecast that this budget will be 
underspent by £0.123m. This due to the forecast underspend against 
administration staffing costs referred to above (£0.090m), projected 
underspends on legal advice on scheme employer and scheme member 
issues (£0.031m) and a reduction in anticipated training and travel costs 
(£0.002m) primarily due to the pandemic. 

4.20 The Fund has recently commissioned its external legal advisor, Eversheds 
Sutherland LLP to undertake a review of the Fund’s Discretions policy to 
ensure compliance with legislation and assist the Pensions Committee in 
understanding its role in assuring governance for the Fund. This work is 



expected to cost approximately £4,000 and has been included in the 
forecast expenditure on legal advice for 2020/21.

Investment Management 

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

4.22 It is currently forecast that the Fund will spend £3.574m on investment 
management fees in 2020/21, equivalent to £0.171m less than the original 
budget of £3.744m. 

4.23 These fees are driven by the asset values and, as the Fund value was less 
in the first half of the year than when the budget was approved, the Fund 
has experience lower investment management fees than expected. 

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

Oversight & Governance

4.25 The 2020/21 budget for the oversight and governance of the Fund, including 
the costs of supporting the Local Pension Board, is £0.662m. As at 30th 
September 2020, the forecast outturn for Oversight & Governance is 
£0.600m – an underspend of £0.062m. In addition to staffing costs referred 
in section 4.15 - 4.17 above, the main costs within this section of the budget 
relate to actuary costs and the professional advice received by the Fund at 
ISG and Pensions Committee and analysis of potential new investment 
products. 

4.26 As noted above, staffing costs are forecast to underspend by £0.017m due 
to vacancies within the team.

4.27 Costs of investment consultancy advice are currently projected to 
underspend by £0.016m but this will also be dependent upon work 
commissioned in the second half of the year. 

4.28 Actuarial fees are forecast to be spent to budget in 2020/21 although the 
final cost will be dependent upon work commissioned to the actuary and the 
extent to which this can be recharged back to Fund employers. 

4.29 External Audit costs in 2020/21 are forecast to be £0.031m – consistent with 
the charge identified in the Audit Findings Report included within the 
Quarterly Monitoring Report (Part 1) presented to this meeting. This is 
£0.010m more than the original budget.

4.30 Legal, Tax and other expenditure is forecast to underspend by £0.042m 
reflecting the work commissioned in the first half of the year.

4.31 Other costs across the Oversight and Governance budget are forecast to 
overspend by £0.003m. 



5.0 OPTIONS

5.1 Members have the option to:

5.1.1 Receive the report and note the 2020/21 half year projected outturn position; 
or

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

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

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

6.2 When assessing the costs of investment manager fees, it must be 
recognised that these are based on the performance of the fund. If actual 
performance of the portfolio is greater than originally projected, the 
investment manager fees may exceed budget. 

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

7.0 LEGAL IMPLICATIONS 

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

8.0 CONCLUSION

8.1 Active performance management and strong governance are required to 
provide an efficiently managed Pension Fund. Members have a statutory 
duty to ensure activities are in place to deliver these requirements. 

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

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

8.4 The 2020/21 approved budget for administering the Cumbria LGPS is 
currently forecast to be underspent by £0.355m.



Julie Crellin
Director of Finance (Section 151 Officer)

18th December 2020

APPENDICES

Appendix 1 Progress against 2020/21 Business Plan

Appendix 2 2020/21 Projected Outturn for the Administration of the 
Cumbria LGPS as at 30th September 2020

Part 2 Appendix  Projected Outturn for the Investment Fees Budget 2020/21 
(Item 15 on the agenda)

Electoral Division(s): All

Executive Decision No

Key Decision No

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

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

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

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

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

N/AHas an equality impact assessment been undertaken?

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

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

No previous relevant decisions.
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Appendix 1
Progress against 2020/21 Business Plan

Objective Progress in 2020/21

1. Administration
1.1 Appraise 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 implement any 
required changes to 
the Scheme.

Ongoing
The Fund responded to the government’s consultation 
on the proposed resolution to the McCloud 
judgement. Officers are currently awaiting the results 
of the consultation and revised regulations to assess 
the impact to the Fund.

The actuary has concluded that the estimates 
included with the 2019 valuation of the Fund are not 
materially different from the proposed resolution and 
consequently no mid-term revaluation will be required 
to account for McCloud assuming that the final 
resolution is not substantially different from the 
proposals.

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

Ongoing
Officers have continued to work with management at 
LPPA to improve pension administration 
arrangements throughout the year. 

LPPA launched a new website in November and have 
undertaken a review of all correspondence with 
scheme members to ensure readability.

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

Ongoing:
The Fund scaled back specific work to improve data 
quality in the first half of the year to focus on 
addressing challenges from the COVID-19 pandemic, 
whilst prioritising work to meet the requirements of the 
Pensions Regulator. 

The Fund continued to monitor data and noted an 
improvement in the number of pending leavers due to 
the impact of work undertaken prior to the pandemic.

The Fund has continued to monitor and address the 
outcomes of results of the National Fraud Initiative to 
mitigate any financial risks to the Fund of 
overpayments to pensioners.

1.4 Continue to monitor 
and improve employer 
data submission 
issues 

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

 Monthly meetings of operational officers to 
determine compliance and performance.

 Review and reconciliation of monthly data 



Objective Progress in 2020/21

records submitted by employers.

Where employers do not submit member data in a 
timely manner, this is reported on a quarterly basis to 
Pensions Committee and a detailed report is 
presented to the Local Pension Board.

1.5 Maintain effective 
communication and 
liaison with Fund 
employers to meet the 
data requirements of 
the Pensions 
Regulator

Ongoing
Details of how the Fund communicates with 
employers are set out in the Fund’s Communications 
Policy. 

Throughout 2020/21, the Fund and LPPA have 
communicated with employers to provide support to 
them throughout the COVID-19 pandemic and brief 
them on current issues affecting the LGPS, e.g. 
issues related to the McCloud resolution and Exit 
Payment Cap legislation.

1.6 Scheme reconciliation 
- GMP (Guaranteed 
Minimum Pension) 

Ongoing
Data comparison between HMRC data and YPS 
records, investigation and correction of variances has 
progressed well during 2020/21. Where required 
pensions contributions have been amended following 
notification to the relevant members. Pensions 
Committee and the Local Pension Board have 
continued to be advised of progress with regard to the 
scheme reconciliation.

Objective Progress in 2020/21

2.  Investment Management
2.1 Investigate and 

implement suitable 
investment options to 
implement the 
Investment Strategy 
approved by 
Pensions Committee 
in December 2019

Ongoing
The Fund had begun implementing changes towards 
the approved Interim Investment Strategy from 
January 2020, but this paused in response to market 
falls due to the COVID-19 pandemic in late-
February/March 2020. A strategy ‘sense-check’ was 
undertaken by Investment Consultants (Isio) to take 
stock of the situation before progressing further with 
other asset changes. Refinements to the interim 
strategy were discussed with the Investment Sub 
Group (ISG), and consequently approved by the 
Pensions Committee in September 2020. 

To work on moving the actual allocation towards the 



Objective Progress in 2020/21

revised Interim Strategy, the ISG are meeting on a 
more regular basis to review any investment 
opportunities in the light of the prevailing market 
conditions, and recognising the potential implications 
on the expected return for the Fund versus the 
Actuary’s assumptions. 

Work ‘sense-checking’ the target investment strategy 
is due to commence in early 2021.

2.2 Liaise with Border to 
Coast Pensions 
Partnership Ltd 
(BCPP) to ensure 
that suitable 
opportunities exist 
within the pool for the 
Fund to transition to 
its amended 
Investment Strategy.

Ongoing
The Fund has continued to be active in influencing 
the range of sub-funds that BCPP provide with the 
aim of being reflective of the majority of Investment 
Strategy Asset classes.

Sub-funds under development include Multi-Asset 
Credit, index-linked gilts, and UK Property, in addition 
to further vintage funds in alternatives; Infrastructure, 
Private Equity and Private Credit.

2.3 Retender for 
Custodian and 
Performance 
Monitoring contract.

Complete
The transition to the Fund’s new custodian, Northern 
Trust, was completed in October 2020.

Objective Progress in 2020/21

3. Oversight & Governance
3.1 Completion of the 

2019/20 Cumbria 
LGPS Annual 
Accounts and Annual 
Report incorporating 
any new 
regulatory/technical 
changes.

Ongoing:
The 2019/20 Financial Accounts and Annual Report 
have been compiled in accordance with CIPFA’s 
example accounts requirements. The accounts have 
been audited by Grant Thornton and found to be to a 
very high standard. An unmodified opinion has been 
given with no recommendations arising. 

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

Complete (for Q1 and Q2):
The Fund responds to relevant consultations that 
have the potential to have an impact on the structure 
and performance of the Fund. 

During the first half of the year there were no relevant 
consultations for the fund to respond to primarily due 
to Government focusing its efforts on the challenges 



Objective Progress in 2020/21

Specifically, in 
2020/21 this will 
include the impact of 
the SAB’s review into 
Good Governance in 
the LGPS.

posed by the COVID-19 pandemic

Latterly, in Q3, the Fund has responded to 
government consultations on the proposed remedy to 
the McCloud judgement and the MHCLG consultation 
on proposals to reform exit payments.

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

Ongoing 
Officers attended a range of training courses and 
webinar broadcasts to assist in keeping abreast of 
changes to financial, regulatory and structural 
changes. Pensions Committee are briefed on any 
developments at each meeting. 

3.4 Review and update 
the Fund’s risks, 
policies and strategies

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

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

 Admissions and Termination Policy

The annual review of the Fund Policy Document will 
be brought to Committee in March 2021.

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

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

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

3.6 Retender for Legal 
Services contract

Complete:
The Fund has commenced a new contract with 
Eversheds Sutherland LLP for the provision of legal 
services to the Fund.



Appendix 2
2020/21 Projected Outturn for the Administration of the Cumbria LGPS as at 
30th September 2020

2020/21   
Budget

(£)

Actual to 
Date & 

Accruals 
(£)

2020/21 
Projected 
Outturn

(£)

2020/21 
Projected 
Variance 

(£)
Administration

1 - Pensions Administration
Administration Collaborative Arrangements 1,239,200 619,600 1,239,200 0
GMP Costs 25,000 5,000 10,000 (15,000)
2 - Employee Costs
Staffing & Accommodation - Employer Funding & Accounting 334,700 122,250 244,500 (90,200)
Training & Travel 2,000 0 500 (1,500)
3 - Legal Advice
Legal Fees 30,000 5,000 14,000 (16,000)

Administration Total 1,630,900 751,850 1,508,200 (122,700)

Investment Management
1 - Fund Management Fees (excluding Border to Coast) 761,410 384,628 753,642 (7,768)
2 - Fund Management Fees - Border to Coast 2,883,000 1,405,331 2,740,931 (142,069)
3 - Custody Fees 100,000 37,876 79,000 (21,000)

Investment Management Total 3,744,410 1,827,835 3,573,573 (170,837)

Oversight & Governance
A - Employee Costs
Staffing & Accommodation - All other Governance 286,200 133,500 267,000 (19,200)
Training & Travel 2,000 0 500 (1,500)
Staffing & Accommodation - Cumbria Pension Board 35,000 18,500 37,000 2,000
B - Pension Fund Committee
Border to Coast Joint Committee 2,500 1,250 2,500 0
Training, Travel and Allowances 3,000 0 500 (2,500)
Subscriptions and Skills training 12,000 10,000 20,000 8,000
C - Pension Board
National Scheme Advisory Board 9,000 4,500 9,000 0
Training & Travel 3,000 0 500 (2,500)
Specialist Advice & Work 5,000 0 2,000 (3,000)
D - Investment consultancy fees
Independent Advice Pension Committee 36,000 10,000 20,000 (16,000)
Professional Advice - ISG & Strategy 40,000 30,000 60,000 20,000
Professional Advice - Pooling / Transition Management 47,000 0 27,000 (20,000)
E - Performance monitoring service
Fund Performance Monitoring 22,000 13,000 26,000 4,000
F - Shareholder voting Service
Shareholding Voting Costs 9,000 10,000 10,000 1,000
G - Actuarial fees
Actuarial Valuation 10,000 10,180 10,180 180
Actuary Fees - General 120,000 60,000 120,000 0
Actuary Fees - Recharged to Employers (86,000) (43,000) (86,000) 0
H - Audit fees
External Audit 21,000 15,479 30,957 9,957
Internal Audit 4,000 2,000 4,000 0
I - Legal & Tax
Class Action Recovery 12,000 6,000 12,000 0
Tax Reclaim Legal Fee 20,000 4,000 8,000 (12,000)
Investments 15,000 2,500 5,000 (10,000)
J - Other (including bank charges)
Bank Charges 4,000 2,000 4,000 0
Other Fees & Expenses 30,000 7,451 10,000 (20,000)

Oversight & Governance Total 661,700 297,359 600,137 (61,563)

Grand Total 6,037,010 2,877,044 5,681,910 (355,100)


