
CUMBRIA PENSIONS COMMITTEE

Meeting date: 19th September 2017

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

DRAFT ANNUAL REPORT & ACCOUNTS 2016/17

1.0 EXECUTIVE SUMMARY

1.1 As reflected in the Constitution, the Terms of Reference of the 
Pensions Committee states that the Committee is required to submit 
the Accounts (Section 8 of the Annual Report), (subject to any final 
Audit amendments) to the Audit and Assurance Committee for 
approval on behalf of the Council. In addition as the Administering 
Authority for Cumbria Local Government Pension Scheme (Cumbria 
LGPS), Cumbria County Council has to prepare and publish the Annual 
Report and Accounts of the Pension Fund (including the Governance 
Compliance Statement). 

1.2 This report therefore, presents to Members the draft (subject to audit) 
Annual Report and Accounts of the Cumbria Local Government 
Pension Scheme 2016/17 with two recommendations; to submit the 
Accounts (subject to any final Audit amendments) to the Audit and 
Assurance Committee for approval on behalf of the Council and to 
approve the Annual Report and Accounts 2016/17 (including the 
Governance Compliance Statement) for publication.

1.3 The Cumbria LGPS Annual Report and Accounts 2016/17 consists of a 
number of sections (a summary of which is set out in 4.5 below) 
including details of the management and financial performance of the 
Fund for the year to 31st March 2017 and the Fund’s governance 
arrangements.  A summary of the performance of the Fund to 31st 
March 2017 is included in paragraph 4.7 of this paper.

1.4 The audit review by Grant Thornton is almost complete and a draft 
Audit Findings Report (AFR) has been prepared. The AFR indicates that 
there are no recommendations arising.  Once the final report is 
received and the Accounts are approved by Audit Committee the final 
Annual Report and Accounts of Cumbria LGPS 2016/17 will be 
published on the Council’s website.



2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The draft Annual Report and Accounts details the financial 
performance of Cumbria LGPS (the ‘Fund’).  The financial performance 
of the Fund 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.  

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

3.0 RECOMMENDATION

3.1 That Members submit to the Audit and Assurance Committee (subject 
to any final Audit amendments) the Cumbria LGPS Accounts 2016/17 
for approval on behalf of the Council.

3.2 That Members approve for publication, (subject to any final 
amendments) the Cumbria LGPS Annual Report and Accounts 2016/17 
(including the Governance Compliance Statement). 

4.0 BACKGROUND

4.1 The Local Government Pension Scheme Regulations 2013 (as amended) 
require each Administering Authority to prepare an Annual Report for the 
Pension Fund and publish it before 1st December following the year end.   
Cumbria County Council, as Administering Authority, has therefore prepared 
the draft Annual Report and Accounts 2016/17 for the Cumbria Local 
Government Pension Scheme (Appendix 1).

4.2 The Annual Report and Accounts are subject to audit and, at the time of 
writing, the external audit of the Fund’s Accounts and the Annual Report was 
completed pending no further information being received prior to the signing 
of the final report.  Grant Thornton (external auditors) have again been 
complementary about the quality of the accounts and their associated 
working papers. There have been no adjustments identified that affect the 
primary statements, the only adjustments were to memorandum disclosure 
notes and these have been amended by management. The Auditor has 
indicated there are no recommendations being suggested. It is anticipated 
that an unqualified audit opinion will be issued.  Once the audit is complete 
the final Annual Report and Accounts will be published via the web with 
printed copies available on request. 

4.3 At the time of writing Audit have identified that the accounts contained no 
material errors.

4.4 The terms of reference of the Pensions Committee include the requirement 
to submit the Accounts to the Council.   This is accomplished by submitting 
the Annual Accounts to the Audit and Assurance Committee as part of the 



Council’s Accounts for approval on behalf of Council.  This report therefore 
presents to Members the ‘subject to audit’ Accounts of the Cumbria LGPS 
for 2016/17 (section 8 of Appendix 1) and recommends that these be 
submitted to the Audit and Assurance Committee for approval on behalf of 
the Council.  

4.5 Regulations require that the Annual Report and Accounts include a 
prescribed suite of information (including the management and financial 
performance of the Fund for the year to 31st March) and policies relating to 
the Fund along with any other material which the authority considers 
appropriate.  The report therefore consists of a number of sections.  In 
summary these include:

 Chairman’s Introduction (section 1).

 Annual Report of the Cumbria Local Pension Board (Section 1.1) 

 The Local Government Pension Scheme (section 2) – this provides an 
overview of the LGPS including information on the regulatory 
background, membership and benefits, contribution rates, regulatory 
changes and other matters arising in 2016/17.

 Management and Financial Performance (section 3) – this section 
contains information on Fund management and advisors, risk 
management, financial performance, performance against business plan 
and administration management performance.

 Investment Policy and Performance Report (section 4) – this section 
contains details of the Fund’s asset allocation, information on its 
arrangements for investment management, administration and custody, 
details of its investment governance arrangements and a summary of 
investment performance for the year.

 Fund Administration Report and Administration Strategy (section 5) 
– this sets out the administration arrangements for Cumbria LGPS 
including details of shared service with YPS.  

 Actuarial Report on the Fund (section 6) – this section includes an 
executive summary of the 2013 and 2016 valuation results and the 
Rates and Adjustments Certificate for the three years beginning 1st April 
2014.

 Governance and the Governance Compliance Statement (section 7) 
– this section provides details of the governance arrangements within 
Cumbria LGPS.

 Financial Statements (section 8) – this incorporates the Financial 
Statements of the Scheme and accompanying notes.  These form part of 
Cumbria County Council’s Annual Financial Report where they are 
presented separately from the Council’s General Fund.  



 Funding Strategy Statement Introduction (section 9) – this section 
introduces the Fund’s Funding Strategy Statement (FSS).  The section 
highlights that a full review of the FSS was undertaken as part of the 
Triennial Actuarial Valuation 2016 and this included a change in 
methodology as approved by the Pensions Committee in December 
2016. 

 Investment Strategy Statement Introduction (section 10) – this 
section introduces the Cumbria LGPS Investment Strategy Statement 
(ISS) and details the targeted strategic asset allocation.

 Communications (section 11) – this section provides details of the 
methods of communications utilised by Cumbria LGPS.

 Other Statements & Information (section 12) – this contains 
Information for Scheme Advisory Board and the Auditors Opinion.

 Fund Policy Document (Appendix A) – this contains all the policy 
statements of the Fund.

 Glossary (Appendix B) and Contact Details (Appendix C).

4.6 Publication of the Annual Report has been in electronic rather than printed 
format since 2012/13.  This is part of the ongoing drive to reduce costs and 
consider environmental factors by reducing the volume of printed materials. 
The Funds Annual Report 2016/17 including the Fund’s Annual Accounts, 
will again be published electronically (although paper copies will continue to 
be available on request).  

4.7 Summary of performance of the Fund to 31st March 2017

4.7.1 2016-17 was a successful year for the Fund’s investment portfolio and a 
year of achievement across a wide range of other outcomes driven by both 
local decisions and Government requirements.  

4.7.2 The key messages and details of performance of Cumbria LGPS during 
2016/17 as set out in the Annual Report include:-

 The Fund’s net assets increased by £376.517m from £2,046.809m as at 
31st March 2016 to £2,423.326m as at 31st March 2017;

 The Fund outperformed its own benchmark after fees over the year by 
1.6%. The Fund aims to deliver outperformance over returns received 
from the equivalent passive portfolio, as a result the Fund’s 
outperformance equates to additional growth of approximately £33m; and

 Over the three year timeframe the Fund outperformed its own benchmark 
after fees by 2.0% per annum. Over the longer term timeframe of ten 
years, the Fund achieved a return of 7.4% per annum (net of fees) 
outperforming the Fund specific benchmark for the same period by 0.6%.



 A significant focus during the year was the ongoing work to deliver the 
Government’s requirement that LGPS Funds in England and Wales, pool 
their investment assets. In this regard:-
o Cumbria continued to take a leading role in the development of the 

Border to Coast Pensions Partnership (BCPP) following submission 
of the twelve partner proposal in July 2016 and the subsequent 
confirmation from the Minister for Local Government that he was 
content for the Administering Authorities within BCPP to progress 
the creation of BCPP in line with the proposal;

 In addition the Fund has also:
o Completed the mandatory triennial valuation of the Fund as at 31st 

March 2016, working with the Fund’s actuary, Mercer Ltd. 
o Continued to reconcile data relating to the Guaranteed Minimum 

Pension; 
o Ensured scheme records meet the standards expected by the 

Pensions Regulator (tPR);
o Responded to a regulatory change in December 2016 where the 

previous Statement of Investment Principles (SIP) was replaced by a 
new Investment Strategy Statement (ISS).

o Supported the Cumbria Local Pension Board (following its 
establishment in 2014/15). The Board has had another successful 
year and, in accordance with its Terms of Reference, the Board has 
continued to meet twice yearly.

5.0 OPTIONS

5.1 That the Committee receive and submit the Cumbria LGPS Accounts for 
2016/17 (subject to any audit amendments) to the Audit and Assurance 
Committee to approve on behalf of the Council; and in addition agree to 
approve the Cumbria LGPS Annual Report and Accounts 2016/17 (subject 
to any final amendments) for publication, or

5.2 That Members request amendments to the narrative within the Annual 
Report and Accounts 2016/17 (noting that this option may require the 
external auditors to review any amendments) prior to the Accounts being 
submitted to the Audit and Assurance Committee for approval on behalf of 
the Council.

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 Resource and value for money implications are considered throughout this 
report and within the draft Cumbria LGPS Annual Report and Accounts 
2016/17 presented in Appendix 1. 

7.0 LEGAL IMPLICATIONS

7.1 Under Regulation 57 of the Local Government Pension Scheme Regulations 
2013 in force from 1st April 2014, the administering authority must prepare a 
document (“the pension fund annual report”) which contains prescribed 



content.  The production of this report is the responsibility of the Pensions 
Committee for Cumbria LGPS.  The prescribed content is as follows—

(a) a report about the management and financial performance during 
the year of each of the pension funds maintained by the authority;

(b) a report explaining the authority's investment policy for each of 
those funds and reviewing the performance during the year of the 
investments of each fund;

(c) a report of the arrangements made during the year for the 
administration of each of those funds;

(d) for each of those funds, a statement by the actuary who carried out 
the most recent valuation of the assets and liabilities of the fund, in 
accordance with the regulations relating to actuarial valuations of 
pension funds, of the level of funding disclosed by that valuation;

(e) the current version of the governance compliance statement;

(f) for each of the funds, the fund account and net asset statement 
with supporting notes and disclosures prepared in accordance with 
proper practices;

(g) an annual report dealing with—
(i) the extent to which the authority and the Scheme employers in 

relation to which it is the administering authority have achieved 
any levels of performance set out in a pension administration 
strategy in accordance with regulations, and

(ii) such other matters arising from a pension administration 
strategy as it considers appropriate;

(h) the current version of funding strategy statement;

(i)

the current version of the investment strategy under regulation 7 
(investment strategy statement) of the Local Government Pension 
Scheme (Management and Investment of Funds) Regulations 
2016;

(j) the current version of the statement under regulation 61 
(statements of policy concerning communications with members 
and Scheme employers); and

(k) any other material which the authority considers appropriate. 

7.2 The authority must publish the pension fund annual report on or before 1st 
December following the year end.

7.3 In preparing and publishing the pension fund annual report, the authority 
must have regard to guidance given by the Secretary of State.



8.0 CONCLUSION

8.1 The draft Cumbria LGPS Annual Report and Accounts 2016/17 including the 
Annual Report of the Cumbria Local Pension Board have been prepared in 
accordance with regulations and are presented to the Pensions Committee 
with recommendations that the Committee submit them (subject to any 
external audit amendments) to the Audit and Assurance Committee for 
approval on behalf of the Council and agree to approve them (subject to any 
final amendments) for publication.

8.2 A report containing details of Grant Thornton’s Annual Governance Report 
on the findings of their 2016/17 audit of the Cumbria LGPS Pension Fund 
financial statements will be presented to the 25th September meeting of the 
Audit and Assurance Committee.  It is anticipated that an unqualified audit 
opinion will be issued.

Julie Crellin
Assistant Director – Finance (S151 Officer)
September 2017

APPENDICES

Appendix 1 – Cumbria LGPS Annual Report and Accounts 2016/17 Draft as at 
11/09/17 (subject to final audit changes).

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

No*Has this matter been considered by Overview and Scrutiny?
If so, give details below.

No*Has an environmental or sustainability impact assessment been 
undertaken?

No*Has 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.

REPORT AUTHOR

Contact:
Lucy Taylor, Finance Manager – Pensions Investments & Governance 01228 
226515   lucy.taylor@cumbria.gov.uk

mailto:lucy.taylor@cumbria.gov.uk

