
CUMBRIA PENSIONS COMMITTEE

Meeting date: 13th December 2019

From: Julie Crellin, Director of Finance (S151 Officer)

MONITORING REPORT FOR THE QUARTER ENDED 30TH 
SEPTEMBER 2019 – PART 1

1.0 EXECUTIVE SUMMARY

1.1 This detailed report advises Members of any material risk, 
administration, investment performance, governance, and policy 
issues of the Fund for the quarter ending 30th September 2019. The 
report also identifies any governance issues or national regulatory 
changes and outlines the performance of the whole portfolio and 
movement on liabilities over that period. 

1.2 Risk Management (Section 4): 

1.2.1 The Cumbria Pensions Committee follows accepted best practice 
across Pension Funds (including the LGPS) in formally reviewing 
Fund risks at every meeting. 

1.2.2 The risk register (as presented in Appendix 1) outlines the key risks to 
the Fund. 

1.2.3 One risk has been added to the register in the quarter (McCloud 
Judgement) and one risk has been removed (Timeliness of Breach 
Reporting). The current risk register at December 2019 is presented at 
Appendix 1.

1.2.4 Whilst, there have been a number of developments during the quarter 
that have led to amendments to the comments associated with some 
of the other risks on the register, there are no proposed amendments 
to the scores associated with the impact or likelihood of these risks 
occurring. 

1.3 Pensions Administration (Section 5): 

1.3.1 Performance against key performance indicators for YPS was 97% 
(against the SLA of 95%) for the quarter to 30th September 2019. This 



performance level has increased from the quarter to 30th June 2019 
(95%). 

1.3.2 There have been no employers joining the Fund and two employers 
have amalgamated into one during the quarter to 30th September 
2019. Consequently the number of employers in the Fund has 
decreased from 128 at 1st July 2019 to 127 at 30th September 2019. 

1.4 Investment Management (Section 6):

1.4.1 Fund Investment Performance:- 

 The value of the Fund has increased by £83m to £2,879m over the 
quarter to 30th September 2019 (£2,796m at 30th June 2019). 

 The Fund’s investment performance (net of fees) over the quarter 
ended 30th September 2019 was a return of 3.5% against the fund-
specific benchmark of 3.2%. Excluding the value of Equity 
Protection products from the Fund’s performance decreases its 
return by 0.3% to 3.2% in line with the benchmark.

 One year performance over the year to 30th September 2019 was 
9.4% (net of fees) which is ahead of the benchmark (8.0%). 
Excluding the value of the Equity Protection products, one year 
performance was reduced to 8.1%, remaining marginally ahead of 
the benchmark.

 Three year performance (7.8% per year net of fees) is ahead of 
benchmark (7.5%).

 Over the longer term of ten years the Fund return (net of fees) of 
9.5% per year is above the Fund’s specific benchmark return of 
8.7%.

1.5 Oversight & Governance (Section 7): 

1.5.1 The Fund has continued to ensure it is appropriately compensated for 
any losses incurred from improper business practices through 
participation in class actions against appropriate companies.

1.5.2 The Fund has continued its role as a responsible shareholder by 
maintaining effective oversight of voting and engagement activity with 
companies in which it invests.

1.6 Oversight & Governance - Policy & Regulation (Section 8):

1.6.1 The report notes the publication of SABs Good Governance in the 
LGPS - Phase II Report. This report makes a number of 
recommendations to the MHCLG for improving governance 
arrangements across the LGPS. 

1.6.2 In line with good practice Border to Coast has undertaken an annual 
review of its Responsible Investment Policy and Corporate Voting 



Guidelines.  The outcome of this is that the underlying principles 
remain consistent with the current Policy and Guidelines.  There are, 
however, some changes to the documents, these are primarily to:
• Reflect the new Shareholder Rights Directive that came into force 

earlier this year; and
• To provide further clarification on a number of matters.

1.6.3 There were no breaches reported to the Pension Regulator during the 
quarter to 30th September 2019 and 9 Fund discretions exercised.

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 and risk management will aid the Fund in ensuring 
its regulatory responsibilities are met, a good service is provided to 
scheme members, costs are controlled and its required investment 
return is achieved. Cost control and the investment performance of the 
Fund will have a direct impact on the funding level and therefore all 
employers’ contribution rates. This will have a direct impact on the 
Fund Employers’ revenue budgets. 

2.3 Content that can be reported within the public domain is presented 
within this Part 1 report to Pensions Committee with commercially 
sensitive information and information not for public disclosure being 
presented in the Part 2 Quarterly Monitoring report elsewhere on this 
agenda.

2.4 This report has been structured to consider risks associated with the 
Fund, followed by monitoring information presented in the broad 
format of the Business Plan, i.e. Pensions Administration, Investment 
Management and Oversight & Governance. This structure will enable 
Members monitoring of Fund activity to align to the objectives set out 
within the Business Plan of the Fund.

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

3.0 RECOMMENDATIONS

It is recommended that the Pensions Committee: 

3.1 Receive and note the performance and monitoring of the Fund for the 
period from 1st July 2019 to 30th September 2019.



3.2 Note issues arising relating to the governance of the Fund in the past 
quarter. 

3.3 Approve to write-off the historic accrued overpayment of Guaranteed 
Minimum Pensions (GMP) payments for 58 pensioners within the Fund 
totalling £60,993. 

3.4 Note the revised Border to Coast Responsible Investment Policy and 
Corporate Governance & Voting Guidelines.

3.5 Approve the amendment to the Administration & Communications 
policy to increase the timescale for employers to submit monthly 
payroll data from the 6th day of the month to the 10th day of the month.

4.0 RISK

4.1 Risk management is a key element of good governance for any 
organisation. Officers of the Fund continually review and monitor risks 
bringing any significant emerging issues to Members’ attention throughout 
the year, with Members formally reviewing these at each meeting. This 
quarterly review process ensures consistent and timely Member oversight of 
risk monitoring and thereby provides enhanced due diligence in this regard. 

4.2 The current risk register at December 2019 is presented at Appendix 1. One 
risk has been added to the register in the quarter (McCloud Judgement) and 
one risk has been removed (Timeliness of Breach Reporting). There is 
currently one risk assessed as “red” associated with information security 
arrangements. Additionally there are 3 “amber” and 11 “green” rated risks. 

4.2.1 This quarter there has been no amendments to the scoring of any of the 
risks, however there are a number of issues of note as detailed below.

 New Risk: Ref 1.6 - McCloud Judgement

The Risk Register has previously noted the emerging risk related to the 
implications of McCloud on the value of Fund liabilities and the impact 
this may have on employer contributions in the future. This risk is being 
managed through the valuation process and does not currently warrant a 
separate risk on the register.

However, the Scheme Advisory Board (SAB) have recently released 
information noting the potential additional burden that the McCloud 
judgement may have on the administration function of the Fund. 

The SAB have noted that it is likely that the McCloud remedy will involve 
the extension of the underpin to members in scope who are not currently 
offered protection. Therefore, a full history of part time hour changes and 
service break information from 1 April 2014 will be needed in order to 
recreate final salary service. 

In addition to the pension entitlements for Scheme Members, it is 
anticipated that a notional underpin may need to be taken into account in 



annual allowance calculations for active members going forward and that 
revisions to previous years’ calculations for all members may be 
necessary.

Consequently, an additional risk has been added to the register noting 
that there is a risk that the Fund may be unable to adequately comply 
with required administration processes arising from the resolution of the 
McCloud judgement. This could result in legal breaches reportable to the 
Pensions Regulator; incorrect pension entitlements being calculated for 
pensioners; and loss of credibility with scheme members and employers.

The main mitigation for dealing with this risk is through providing early 
communication to scheme employers of the information that required to 
address McCloud. Consequently the Officers will be monitoring 
announcements from the Scheme Advisory Board and informing 
employers at the earliest opportunity.

 Removed Risk: Timeliness of Breach Reporting

The risk register has previously included a risk that escalation of 
employer breaches (including the reporting of breaches to the Regulator) 
are not conducted in a timely manner.

This risk was originally included in the register as a result of an employer 
accruing several months of pensions contributions due to the Fund 
before being reported to the Regulator by the Fund. The employer 
eventually became insolvent with the outstanding pensions contributions 
being paid by its guarantor.

The Fund has reviewed lessons from this case and introduced 
processes to monitor and report breaches to the Pensions Committee 
and Local Pension Board.

It is now considered that the processes in place adequately mitigate this 
risk and consequently it is recommended that this is removed from the 
risk register.

 Risk ref 1.1: Information Security Arrangements

The Committee was advised in September that information security 
controls within the Council have strengthened and have been 
independently assessed in the following 3 areas:

 GDPR: ‘Substantial Assurance’ - Internal Audit opinion June 2019
 Cyber Security: ‘Reasonable Assurance’ - Internal Audit opinion 

June 2019
 PSN: Annual independent PSN Accreditation confirmed July 2019

This risk, the highest ranked on the risk register, is of particular interest 
to the Local Pension Board. Consequently the Board meeting in January 
will be themed on Information Security with presentations from the 
Council’s ICT team; Your Pension Service; GDPR compliance; and a 



presentation on how the Fund aims to mitigate the risk of scheme 
members being scammed through pension transfer orders.

The Fund scores the risk for Information Security Arrangements as per 
those recorded in the Corporate Risk Register. Therefore the likelihood 
of a significant information security incident occurring has been retained 
at a score of 3 out of 5 defined as “possible”. The potential implications 
of this risk occurring remains at the highest risk score of 5 “most severe”.

4.2.2 In addition to the revised risks detailed above, the comments associated with 
some of the risks have been amended to reflect progress with the 2019 
triennial valuation, the work of the Local Pension Board and other relevant 
updates.

5.0 PENSIONS ADMINISTRATION

5.1 Your Pension Service (YPS) Performance

5.1.1 To enable the Committee to perform appropriate governance and oversight 
of the Fund Administration, the annual performance report from YPS for the 
quarter to 30th September 2019 has been attached at Appendix 2. 

5.1.2 It was noted in the last report to the Pensions Committee that performance 
against KPIs in Q1 of 2019/20 had dropped from an average of 97% to 95%. 
In Q1, there were particular concerns against two specific indicators with 
only 90% of new retirement benefits and 89% of death benefits being paid 
within the respective 10 working day targets. Officers investigated this 
reduction in performance and reported to Committee in September that they 
considered this did not represent a systemic failure within YPS.

5.1.3 In Q2, performance against KPIs has increased back to 97%. The indicators 
that caused concern last quarter have also improved with 95% of retirement 
benefits being paid and 98% of death benefits within 10 working days.

5.1.4 The Fund and Local Pension Partnership (LPP) (which trades in Cumbria as 
YPS) have agreed to review the performance indicators used to assess 
performance of the pensions administration service. This will ensure that the 
performance is assessed by focussing on customer experience thereby 
“putting the customer at the heart of everything we do”. These indicators, 
which are expected to include both qualitative and quantitative indicators of 
performance are currently being considered by Officers and LPP.

5.1.5 As noted previously, the Fund will continue to provide robust scrutiny and 
challenge to the quality of service provided by YPS to ensure that the effect 
on scheme members and employers is minimised.

5.1.6 The report notes that YPS received 15 complaints in the quarter to 
September 2019 (down from 20 in the previous quarter). The majority of 
complaints received in the quarter related to delays in the payment of 
benefits and not meeting members’ expectations. 



5.1.7 In addition to the industry standard indicators provided, the YPS 
Performance Report also reports on whole system performance data by 
including statistics relating to the time taken from when a member requests 
to be put into pension until the time their pension is ready for first payment. 

5.1.8 This period can be influenced by response times from the scheme member, 
the employer or YPS. While YPS cannot control all these elements, 
monitoring the complete cycle is more representative of the scheme member 
experience. Such indicators help to inform the Fund of where any systematic 
blockages are occurring and thereby where to direct resources aimed at 
improving our members’ experience.

5.1.9 This response time reduced from an average of 67 days at June 2019 to 63 
days at September 2019. It is noted that this indicator can be skewed by a 
number of factors that are not necessarily due to YPS performance.  The 
Fund and YPS are reviewing this indicator to give a more representative 
view of member experience.

5.1.10 These average response times are skewed by a number of cases that have 
taken significant time to resolve. Of the 326 members put into pension in the 
quarter, 21 cases took over 100 days to complete (compared to 39 cases of 
a total of 264 during Q1). Of these:

 14 were delayed due to information being required from the member 
before the pension could be determined;

 4 were due to information waiting to be received from the employer or 
another payroll provider;

 1 scheme member’s pension was delayed due to YPS waiting on 
Guaranteed Minimum Pension (GMP) information from HMRC; 

 1 pension was delayed due to YPS waiting on information from an 
AVC provider; and

 1 pension became payable after the member’s address was found 
through the tracing exercise that has been undertaken within the 
Fund.

 
5.1.11 The report notes an increase in the number of scheme members signed up 

to My Pension On-Line (MPO). During the quarter, the number of active 
members signing up to MPO has increased by 313 - an increase of 41% to 
44% of active members. This increase is as a result of a drive by the Fund 
for more members to be using this system including use of the Council’s 
intranet newsfeed.

5.2 Guaranteed Minimum Pension Reconciliation Update

5.2.1 As previously reported to Pensions Committee, all Public Sector pension 
funds have been required by Government to undertake a Scheme 
Guaranteed Minimum Pension (GMP) reconciliation and implement 
corrective action accordingly. 

5.2.2 Having completed the GMP reconciliation for pensioners and deferred 
records, the reconciliation of active member records is currently being 



undertaken. Details relating to the Fund’s active members that may be 
affected by GMP have been submitted to HMRC and the Fund is awaiting a 
response outlining the cases that will require further review.

5.2.3 In December 2016, Pensions Committee were advised that the Fund was 
being made aware by HMRC of a number of pensioners who had been 
overpaid GMP. Pensions Committee agreed to reduce the pensions for 
these pensioners so that any accrued overpayments did not continue to rise. 
The Committee also agreed to await HMRC guidance as to whether it was 
required to recover any of the accrued overpayments. This guidance has still 
not been issued and Cumbria is now an outlier with other Funds having 
taken the decision to write these overpayments off. 

5.2.4 There are currently 58 pensioners within the Cumbria Fund who have 
previously received overpayments of GMP totalling £60,993. In the absence 
of any guidance from HMRC, it is recommended that Pension Committee 
write these overpayments off to be consistent with the treatment of other 
Funds across the country.

5.3 Employer Issues to 30th September 2019

5.3.1 There have been no new admissions to the Fund nor have there been any 
applications for admission in the quarter.

5.3.2 On 1st September 2019 Inspired Learning MAT merged with Furness 
Academy to form a new trust – Furness Education Trust. This has resulted in 
the number of employers within the Fund reducing during the quarter from 
128 to 127. 

5.4 Fund discretions applied

5.4.1 During the quarter to 30th September 2019 there were 9 administering 
authority discretions exercised in relation to payment of death grants. Of 
these 6 were approved by the Discretions Panel and 3 were approved by the 
Senior Manager (Pensions and Financial Services) due to being under £500 
in value. There were no other discretions exercised during the quarter.

6.0 INVESTMENT MANAGEMENT

6.1 Asset allocation changes

6.1.1 The Pensions Committee is responsible for approving the investment 
strategy and the target asset allocations for the Fund. The Investment Sub-
Group is then responsible for the implementation of these.

6.1.2 Details of movements towards the strategic asset allocation this quarter are 
provided in the Investment Sub Group Report elsewhere on this meeting’s 
agenda.



6.2 Fund Performance

6.2.1 The Pensions Committee focus is the long term strategic asset allocation 
and overall long term performance of the Fund. Individual manager 
monitoring is undertaken by the Investment Sub Group (ISG), with any 
matters of concern reported to the Committee in the quarterly Investment 
Sub Group Report. As noted in the ISG report, due to continuing flat 
performance, one manager remains ‘on watch’. There are no other matters 
of concern to report this period. 

6.2.2 Quarter Performance - The Fund’s assets increased in value after taking 
account of the Equity Protection product from £2,796m at 30th June 2019 to 
£2,879m at 30th September 2019 predominantly due to asset performance 
during a period of modest gains in global equity markets and significant rises 
in index-linked gilts. 

6.2.3 This increase in the Fund value of £83m equates to a net of fees 
performance of +3.5% for the quarter ended 30th September compared to 
the benchmark of +3.2%. Whilst equity markets made modest gains during 
the period, there was a significant rise in the value of the index linked gilts 
(used as collateral for the equity protection overlay) and this resulted in the 
unusual situation that the inclusion of the total value of the equity protection 
overlay product improved the overall level of outperformance of the Fund by 
0.3% or £8m, despite a negative notional value on the equity protection 
overlay. It should be noted that a negative notional value of the equity 
protection overlay is a positive for the Fund as it means that its listed equity 
investments are performing well.

Q2 Performance Q2 Bespoke 
Benchmark

Q2 Performance 
against 

Benchmark
Fund performance 
including Equity 
Protection

3.5% 3.2% 0.3%

Fund performance 
excluding Equity 
Protection

3.2% 3.2% 0.0%

6.2.4 The Fund is required to include in its quarterly valuation (and at year end) a 
notional financial cost (or gain) for the Equity Protection product. Accounting 
requirements stipulate that this value reflects the amount that would be 
incurred (or received) by the Fund were it to close out its position on equity 
protection at the end of the quarter rather than at the expiration of the 
product on 31st March 2020. This value is primarily driven by the value of 
equity markets. As at 30th September equity markets were higher than the 
date at which the product was purchased and so although the value of the 
product was a notional cost, the value of the collateral (index linked gilts) 
had risen significantly and hence there was a positive impact on 
performance as noted at 6.2.3. 

6.2.5 Attributions of performance to each manager portfolio is detailed in the 
Investment Sub Group report presented in Part 2 of this meeting.



6.2.6 The one year return of the Fund as at 30th September 2019 was 9.4% an 
outperformance of 1.4% when compared to the 8.0% benchmark return. 
Excluding the notional value of the equity protection products from the 
calculation negatively affects the one year Fund return, reducing it to 8.1%, 
this is due to the equity protection products being valued at a very similar 
level twelve months previous on 30th September 2018. The three year 
performance of the Fund was an average annual increase of 7.8% (net of 
fees) outperforming the bespoke benchmark of 7.5%. Over the previous 10 
year period, the Fund returned 9.5% growth per year (net of fees) and also 
outperformed the benchmark return of 8.7%.

6.2.7 The performance against the Fund’s specific benchmark for 1, 3, 5 and 10 
years is presented in the table below (the effect of excluding the notional 
value of the equity protection overlay on the 1 year Fund return is also 
shown) 

30th June 2019 30th September 2019
Cumbria 

Performance
Bespoke 

Benchmark
Variance to 
Benchmark

Cumbria 
Performance

Bespoke 
Benchmark

Variance to 
Benchmark

1yr performance 6.9% 6.7% 0.2% 9.4% 8.0% 1.4%
1 yr performance 
(excl. value of EP) 6.9% 6.7% 0.2% 8.1% 8.0% 0.1%

3yr performance 8.8% 8.6% 0.2% 7.8% 7.5% 0.3%
5yr performance 9.3% 8.2% 1.1% 9.5% 8.5% 1.0%
10yr performance 10.4% 9.6% 0.8% 9.5% 8.7% 0.8%

7.0 OVERSIGHT & GOVERNANCE 

7.1.1 Good governance sets the framework within which Pension Funds can 
achieve and demonstrate good performance, sound management, the 
effective stewardship of funds and delivery against the standards and 
regulations placed upon them.

7.1.2 This section of the report sets out the formal quarterly review of governance 
by the Pensions Committee.

7.2 Class Actions

7.2.1 During the quarter the Fund joined a UK class action however as this is 
confidential, the details are provided in the part 2 report (item 19 on the 
agenda).

7.2.2 Income of £0.001m was received from a US class action case relating to 
Computer Sciences Corporation.

7.3 Shareholder Voting

7.3.1 The Border to Coast UK Proxy voting report, for the quarter ended 30th 
September 2019, is attached at Appendix 3. In summary, Robeco exercised 
shareholder votes at 25 UK AGM meetings on the Fund’s behalf, with a total 



of 444votes cast. Of these 401 votes were ‘for’ the respective Board’s 
proposals, there were 43 votes ‘against’, and no abstentions.

7.3.2 The report provides further details on the meetings where there were votes 
‘against’. These predominantly related to the appointment of Auditors where 
the tenure and/or the fees were considered to be excessive, Board 
appointments, where Boards were deemed to lack sufficient diversity and 
opposing all political donation due to reputational risks and democratic 
implications. 

7.3.3 The report details two examples as emerging voting issues over the 2019 
voting season such as:

7.3.3.1 Cybersecurity, which is a rapidly developing threat to many companies, 
especially those operating in technology-driven sectors. Many issues 
faced lie within the oversight structures of companies although perhaps 
the biggest risk is human error. It is estimated that two-thirds of breaches 
are caused by employee negligence or malicious acts, placing it in the 
realm of the Board’s risk management role. There are increasing number 
of shareholder proposals to link executive remuneration to cybersecurity 
and data privacy KPI’s and Robeco have voted in favour of such 
resolutions as it is aligned with their engagement objectives of 
strengthening accountability.

7.3.3.2 CEO Succession planning, this is a traditional topic as changes in senior 
executive positions introduces an inherent risk to companies and their 
shareholders. There is an important role for the nomination committee in 
ensuring smooth transition and as such Robeco encourage companies to 
only have independent non-executive directors on this committee. Robeco 
have voted against decisions where this is not the case and where the 
current CEO has too large a role.

7.3.4 Legal and General (L&G) manage all elements of the passive equity portfolio 
on behalf of the Cumbria LGPS including voting at shareholder meetings. 
During the quarter to 30th September 2019 L&G exercised votes at 148 UK 
meetings and registered 170 oppose votes; of which the main reasons 
related to Directors e.g. appointment and remuneration and to Non-Salary 
Compensation issues. They engaged with 80 companies globally, with the 
main engagement themes being climate change, board composition and 
remuneration.

7.3.5 The voting and engagement activity of the global equity managers Nordea 
and Loomis Sayles were reviewed during the period, with no notable items 
to be brought to the Committee’s attention.
 

7.3.6 During the quarter LAPFF has engaged with 108 companies to discuss a 
variety of issues, including climate change, Board composition and human 
rights.  Substantial improvements were noted at the Centrica plc 
engagement meeting, and National Grid plc AGM – both relating to climate 
change. Centrica plans to exit oil and gas production and National Grid is 
joining the Powering Past Coal Alliance as requested at the last meeting with 
the company. 



7.3.7 LAPFF issued voting alerts in relation to Sports Direct plc and Ryanair plc. 
They recommended that member funds vote to oppose the entire Board and 
the report and accounts at Sports Direct plc, due to underperformance, 
unpaid taxes and poor governance.  They recommended a vote against all 
board directors who are not independent at the Ryanair plc AGM due to 
continued poor governance practices. 

7.3.8 An Officer of the Fund attended a further two Border to Coast Climate 
Change Working Party meetings in July and September. The group is made 
up of Partner Fund Officers, Border to Coast personnel, and external 
partners (Robeco and external managers), to consider in depth the 
implications of climate change on the investment approach. Border to Coast 
also indicated the intention to canvass wider views of both members and 
other officers ahead of the Annual Conference in early October to identify 
and recommend next steps for consideration by Border to Coast and Partner 
Funds as part of the 2019 Responsible Investment Policy review.

7.4 Global Tax Recovery

7.4.1 During the quarter to September 2019 there were no withholding tax (WHT) 
repayments.  The Fund received an update on the status of the outstanding 
Manufactured Overseas Dividend (MODs) claims, however because the 
information is not in the public domain and is classified confidential, details 
are included in the part 2 monitoring report to this meeting.

8.0 OVERSIGHT & GOVERNANCE - POLICY & REGULATION

8.1 Regulatory Changes

8.1.1 This section of the monitoring report provides a summary for Members on 
recent and proposed future changes to legislation and regulations that will 
impact on the LGPS.

8.1.2 Good Governance in the LGPS

8.1.2.1 In September, the Pensions Committee were briefed on the Hymans 
Robertson report on Good Governance in the LGPS. Pensions Committee 
were advised that the Scheme Advisory Board were considering the 
report and would be issuing recommendations in due course. 

8.1.2.2 On 15th November, the SAB released its Good Governance - Phase II 
Report setting out its response to the original report and making a number 
of recommendations. This report is provided in Appendix 4.

8.1.2.3 The recommendations within this report focus on general governance of 
the LGPS requiring all Administering Authorities to have a single named 
officer who is responsible for the delivery of all LGPS related activity for 
the Fund (“the LGPS Senior Officer”).



8.1.2.4 The report also recommends that each Administering Authority should 
publish an annual governance compliance statement that sets out how 
they comply with the governance requirements for LGPS Funds as set out 
in a new statutory guidance to be published by the MHCLG.

8.1.2.5 In addition to the general governance recommendations, the report makes 
a number of other recommendations relating to:

 Conflicts of Interest;

 Representation;

 Knowledge and Understanding;

 Service delivery for the LGPS function; and 

 Compliance and Improvement

8.1.2.6 Whilst the Fund is already compliant with the majority of 
recommendations within the report, there are a number of new 
developments recommended by the SAB.

8.1.2.7 In particular the SAB are proposing that each Fund must undergo biennial 
Independent Governance Review (IGR) and develop an action plan to 
address any issues identified. The IGR reports would be reviewed by a 
SAB panel of independent experts looking for outliers and areas for 
concern.

8.1.2.8 The SAB have recommended that MHCLG accept the recommendations 
in the report and move to phase III of the project. Details of the 
recommendations and phase III are presented in full in Appendix 4 (at 
report pages 12 and 10 respectively). 

8.1.2.9 Officers will continue to monitor progress with this project, brief the 
Pensions Committee and Local Pension Board on progress and ensure 
the Fund is compliant with any recommendations arising.

8.1.3 Equitable Life - AVCs

8.1.3.1 As reported to Committee in September, Equitable Life has proposed to 
transfer its business to Utmost Life & Pensions Ltd. This will affect the 
AVCs of 91 scheme members within the Cumbria Fund. 

8.1.3.2 Based on advice commissioned from Mercer Ltd, the Fund, as policy 
holder, voted for these proposals at an EGM on 1st November 2019. The 
proposals were approved by the majority of policy holders but, before this 
can be applied, Equitable Life require approval from the High Court. It is 
expected that this will be approved in early December.

8.1.3.3 The Fund has contacted each of the affected 91 members notifying them 
of the outcome of the vote and providing them with the regulated advice 
received from Mercer Ltd as to which funds within Utmost Life may be 



appropriate for their personal circumstances based on the proximity to 
their Normal Retirement Age. This information is required to be returned 
to Equitable Life by 13th December for implementation on 1st January 
2020. 

8.2 Other Regulatory Changes

8.2.1 There have been no further regulatory changes of note that affect the LGPS 
since the last meeting of the Committee in September.

8.3 Border to Coast Responsible Investment Policy and Corporate Voting 
Guidelines

8.3.1 In line with good practice Border to Coast has undertaken an annual review 
of its Responsible Investment Policy and Corporate Voting Guidelines.  The 
outcome of this is that the underlying principles remain consistent with the 
current Policy and Guidelines.  There are, however, some changes to the 
documents, these are primarily to:

 Reflect the new Shareholder Rights Directive that came into force earlier 
this year; and

 To provide further clarification on a number of matters.

8.3.2 The Policy and Guideline documents were considered by the Border to 
Coast Joint Committee at its meeting on 20th November (at which the Fund 
was represented by the Chair of this Committee).  The Joint Committee 
recommended that one amendment be made to the Responsible Investment 
Policy, as set out below.  In addition to this it was agreed that an informal 
meeting be arranged in the new year to consider how the documents may 
evolve going forwards.

 The amendment agreed by the Joint Committee was the removal of the 
word ‘always’ from the final sentence of paragraph 5.5. of the 
Responsible Investment Policy (page 7 in the policy document): 

Transition will affect some sectors more than others, notably energy, 
utilities and sectors highly reliant on energy. However, within sectors 
there are likely to be winners and losers which is why divesting from and 
excluding entire sectors may not always be appropriate.  

8.3.3 The revised documents, showing the changes (including the above change 
recommended by the Joint Committee) as track changes, are attached as 
appendices to the report.  In summary, the key changes are:

8.3.4 Responsible Investment Policy – key changes:

Section Page Type of 
Change

Rationale

Integrating RI 
into
investment 

5 Addition Additional ESG issues (n.b. this is not an 
exhaustive list: water stress, data privacy, 
single-use plastics, political lobbying. 



Section Page Type of 
Change

Rationale

decisions These additions are seen as posing increasing 
risks to investors.  For example, water stress 
has been added as risks are both regional and 
multi-dimensional and for some industries is a 
material issue.

Climate change 7/8 Addition Extra detail on climate change as a systemic 
risk with potential financial impacts.  The policy 
also provides further detail on risks and 
opportunities related to climate change.

Stewardship
Use of proxy
advisers

8/9 New sub-
section

To comply with Shareholder Rights Directive II 
(SRD II) the policy has been expanded to name 
and describe the use of proxy advisers.

Engagement 10/11 Addition Further detail on the engagement process – 
required by the Principles for Responsible 
Investment (PRI) & SRD II/ Financial Reporting 
Council (FRC).

Escalation 11 Addition – 
new sub-
section

Detail on options when initial engagement is 
ineffective; this is required by PRI.

Due diligence 
and
monitoring

11/12 Addition – 
new sub-
section

Detail of audit of stewardship activities; this is 
required by PRI.

8.3.5 Corporate Governance & Voting Guidelines – key changes:

Section Page Type of 
Change

Rationale

Company Boards 
–
Composition and
independence

5 Addition / 
Clarification

Change of “9 years” to “9-12 years” and 
clarification that this will depend on market 
practice. Border to Coast have noted that 
blanket voting against all resolutions in 
markets where standards are not yet as high 
risks losing credibility, whereas more targeted 
voting will make a more powerful statement.

Leadership 6 Addition Wording changed from “must” to “should” to 
cover market practice outside the UK (noting 
the issue about the risks of blanket voting as 
detailed above).

Board Evaluation 7/8 Addition It is good practice to disclose Board 
evaluations.

Directors’ 
remuneration and 
long-term 
incentives

9 Addition

Addition

To recognise that companies should be 
transparent on pay ratios.
To recognise the importance of encouraging 
Executive Directors to hold stock to align their 
interests with those of shareholders.

Audit 10 Addition Further wording re publication of audited 
financial statements ahead of shareholder 
voting deadline has been added to cover the 
Korean market where this does not always 
happen.



Section Page Type of 
Change

Rationale

Additional text to cover audit tender 
requirements for markets outside the UK.

Political 
donations & 
lobbying

11 Clarification Wording added to further strengthen the 
position in relation to voting against money 
being used to fund political parties.
Wording added to clarify support for 
disclosures around alignment of company and 
trade association values.

8.3.6 The Committee is asked to note the Border to Coast RI Policy and Corporate 
Voting Guidelines with the intention that the underlying principles continue to 
be adopted in the Fund’s Investment Strategy Statement (ISS).   No material 
changes will be required in the Fund’s ISS in relation to the aforementioned 
changes to the Border to Coast RI Policy and Corporate Voting Guidelines.  
The underlying principle remains the maximisation of the long-term return on 
the Fund’s investments within acceptable risk parameters (including, but not 
limited to, environment, social and governance (ESG) factors).

8.3.7 In the Committee’s consideration of noting the Border to Coast Responsible 
Investment Policy and Corporate Voting Guidelines, Members comments will 
be noted and fed back to Border to Coast.  

8.3.8 The Fund’s ISS (including any revisions arising from the Investment Strategy 
review work) will be considered by the Committee at its meeting in March 
2020.  

8.4 Fund Policies

Administration & Communications Policy

8.5 Currently, in accordance with the Administration & Communications policy of 
the Fund, employers have 6 calendar days to submit monthly payroll data to 
the Fund. Many employers struggle to meet this deadline especially in the 
New Year and academies also struggle at the beginning of academic terms. 

8.6 In accordance with regulations, employers are only required to provide this 
information on an annual basis but the Fund considers it to be good practice 
to collect this data every month. It is proposed to amend the policy to require 
employers to provide payroll data by the 10th day of the month. This will give 
employers greater ability to provide this information on time and thereby 
reduce the number of policy breaches within the Fund. 

8.7 If approved, this amendment will become effective from January 2020. The 
monitoring of compliance to this policy is undertaken by the Local Pension 
Board who receive quarterly updates of breaches by each employer within 
the Fund.



8.8 This recommended amendment to the Administration & Communications 
policy only affects the provision of payroll data from employers and does not 
affect the timeframe for the payment of pension contributions to the Fund.

8.9 Legal breaches recorded / reported during the quarter

8.9.1 All individuals with a role in the LGPS have a duty to report breaches of law 
to the Pensions Regulator when they have reasonable cause to believe that 
a breach of material significance has taken place. However, where a breach 
is not deemed material there remains a requirement to formally record the 
breach. To comply with this requirement the Fund maintains a register 
detailing every breach regardless of the size or extent of the breach.

8.9.2 In line with good governance and the Fund’s policy and procedure on 
reporting breaches of the law, Pensions Committee are advised quarterly of:

 all legal breaches, including those reported to the Pensions Regulator 
and those unreported, with the associated dates;

 details of what action was taken in relation to each legal breach, and 
the result of any action (where not confidential);

 any future actions for the prevention of the legal breach in question 
being repeated; and

 highlights of new legal breaches which have arisen since the previous 
meeting.

8.9.3 Breaches by employers relating to late payment of pension contributions and 
failure to provide the Fund with monthly member payroll data are presented 
in the Part 2 Monitoring Report to this Committee.

8.9.4 No legal breaches by the Fund are noted for the quarter and no breaches 
have been reported to the Pensions Regulator.

9.0 OPTIONS

9.1 Pensions Committee may either: 
 Note the information presented within this quarterly monitoring report 

or
 Request further information relating to the performance and 

monitoring of the Fund for the quarter to the end of September 2019.

10.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

10.1 Good governance and risk management will aid the Fund’s control costs and 
help achieve its defined actuarial investment returns. Cost control and the 
investment performance of the Fund will have a direct impact on the funding 
level and therefore all employers’ contribution rates. This will have a direct 
impact on the Fund Employers’ revenue budgets.



11.0 LEGAL IMPLICATIONS 

11.1 The Recommendations are for noting and do not have direct legal 
implications. 

12.0 CONCLUSION

12.1 The total Fund value has risen to £2,879m at 30th September 2019 
(£2,796m at 30th June 2019).

12.2 The Fund return matched the fund-specific benchmark for the quarter (3.2%) 
excluding the notional value of the equity protection products, with the longer 
term of one, three, five and ten years outperforming their respective 
benchmarks.

12.3 The Fund has experienced no breaches during the quarter that were 
considered sufficiently material to report to the Pension Regulator.

Julie Crellin 
Director of Finance (S151 Officer)

13th December 2019
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