
Cumbria Local 
Government 

Pension
Scheme

Cumbria County Council

Annual Report 
and Accounts 

2016/17



Cumbria County Council

2 Serving the people of Cumbria



Cumbria Local Government Pension Scheme – Annual Report and Accounts 2016-17

3cumbria.gov.uk 

Contents

1	 Chairman’s Introduction	 5
	 1.1	 Annual Report of the Cumbria LGPS Local Pension Board for 2016/17	 8

2	 The Local Government Pension Scheme	 10
	 2.1	 Regulatory Background	 10
	 2.2	 Membership & Benefits	 10
	 2.3	 Contribution Rates	 10
	 2.4	 Regulatory Changes	 10
	 2.5	 Other matters arising in 2016/17	 11

3	 Management and Financial Performance	 12
	 3.1 	 Fund Management & Advisors	 12
	 3.2	 Risk Management	 13
	 3.3	 Financial Performance	 16
	 3.4	 Performance against Business Plan 2016/17	 19		
	 3.5 	 Administration Management Performance	 20

4	 Investment Policy & Performance	 22
	 4.1	 Introduction	 22	
	 4.2	 Asset Allocation	 22
	 4.3	 Investment Management, Administration and Custody	 24
	 4.4	 Investment Governance	 24
	 4.5	 Investment Performance	 27

5	 Fund Administration Report & Administration Strategy	 29
	 5.1	 Fund member and pensioner administration	 29
	 5.2	 Communications	 29
	 5.3	 Arrangements for gathering assurance over the effective 	 29		
		  & efficient operation of Fund administration	
	 5.4	 Internal dispute resolution procedure	 29

6	 Actuarial Report on the Fund	 30
	 6.1	 Introduction	 30
	 6.2	 2016 Valuation	 30
	 6.3	 Funding Level	 30
	 6.4	 GAD Review	 31
	 6.5	 Employers Contribution Rates	 31
	 6.6	 Actuarial Certificate	 32

7	 Governance and the Governance Compliance Statement	 41
	 7.1	 Introduction	 41
	 7.2	 Governance Arrangements within the Cumbria LGPS	 41
	 7.3	 Training 2016/17	 43
	 7.4	 Audit	 46



Cumbria County Council

4 Serving the people of Cumbria

Contents

8	 Financial Statements	 47

9	 Funding Strategy Statement Introduction	 91 

10	 Investment Strategy Statement Introduction	 92

11	 Communications	 93
	 11.1	 Introduction	 93
	 11.2	 Methods of Communication	 93

12	 Other Statements & Information	 94
	 12.1	 Discretions Introduction	 94
	 12.2	 Information for Scheme Advisory Board	 94
	 12.3	 Auditor’s opinion	 96

Appendix A: Fund Policy Document	 98

Appendix B: Glossary	 184

Appendix C: Contact Us	 189











Cumbria Local Government Pension Scheme – Annual Report and Accounts 2016-17

9cumbria.gov.uk 

Finally I would like to thank my fellow Board Members for 
their contributions during 2016/17. 

Cllr. Ian Stewart
Chairman
July 2017

Information on the work of the Cumbria Local Pension 
Board can be found on our web page on the on CCC 
website:
moderngov.ccc/mgCommitteeDetails.
aspx?ID=1164&$LO$=1
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the Fund for delayed receipt of monies. The additional 
employer contribution from the County Council is to be 
used to offset the one-off costs of workforce restructuring 
to be undertaken in response to national reductions in 
government funding support to Local Authority budgets. It 
is anticipated that this period of workforce reduction and 
restructuring will continue in the medium term. 

The additional contribution from Cumbria County 
Council incorporated into the 2013 triennial valuation 
fund was an allowance of up to £7.312m for non 
ill-health early retirements. At 31st March 2017, this 
allowance had been spent in full. Details of this 

2016/17
Revised 
Budget

£’000

2016/17
Outturn

Actual
£’000

Budget 
v Actual 
Variance

£’000
Administrative costs:
Pensions Administration 934 1,016 82
Employee Costs 171 169 (2)
Legal Advice 30 11 (19)
Administration Total 1,135 1,196 61

Investment Management
Fund Management Fees 3,226 3,226 40
Custody Fees 100 96 (4)
Pooled Fund costs and Entry Fees* - 4,651 4,651
Transaction Costs* - 345 345
Investment Management Total 3,326 8,358 5,032

Oversight and Governance
Employee Costs 314 347 33
Pension Fund Committee 30 18 (12)
Pension Board 4 4 (0)
Investment consultancy fees 126 94 (32)
Performance monitoring service 24 22 (2)
Shareholder voting service 16 16 (0)
Actuarial fees 54 79 25
Audit fees 30 27 (3)
Legal and Tax 44 22 (22)
Other (including bank charges) 34 16 (18)
Oversight and Governance Total 676 645 (31)

Total Pensions Expenditure 5,137 10,199 5,062

*Excluding pooled fund costs and entry fees and 
transaction costs

- (4,996) (4,996)

Total Net Pensions Expenditure against Budget 5,137 5,203 66

additional contribution can be found in the Funding 
report of the Actuarial Valuation as at 31st March 2013 
at:
www.cumbria.gov.uk/elibrary/Content/
Internet//536/654/1129/41754144322.pdf

3.3.3	 Performance against budget
The expenditure budget for administering the Cumbria 
LGPS for 2016/17 was £5.137m. The outturn for 2016/17 
was £5.203m (excluding pooled fund costs and entry 
fees and transaction costs) resulting in an overspend of 
£0.066m as detailed below.

* 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).
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Assets as at 
1st April 2016

Assets as at 
31st March 2017

Movement

UK Equities 15% 14% (1%)
Overseas Equities 36% 35% (1%)
Fixed Interest Bonds 7% 7% 0%
Index-Linked Bonds 19% 19% 0%
Alternatives 12% 13% 1%
Property 8% 7% (1%)
Cash & Derivatives 3% 5% 2%

100% 100% 0%

The percentage (%) asset allocation has moved as follows since 1st April 2016:

Investment assets as at 31st March 2017:
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:

The key changes in asset holdings since the start of the year are reductions in UK equities, global equities of 1% each 
and increases in alternatives of 1% and cash by 2%. These moves have arisen as a result of ongoing transition work to 
achieve the target investment allocation as per the revised Investment Strategy Statement (ISS) (the current Cumbria 
LGPS ISS can be found in Appendix A-4).

The Fund is temporarily overweight in equities whilst it transitions towards the targeted strategic asset allocation as 
per the revised ISS (this position is discussed quarterly at the Investment Sub Group and reported to each Committee 
meeting). This overweight position will reduce as the Fund meets current commitments to and completes further 
allocations to alternatives. At 31st March 2017 commitments to alternatives totalled £370m (approximately 15% of 
Fund assets compared to the target ISS allocation to alternatives of 18%) of which £232m (approximately 10% of Fund 
assets) had been drawn down. The drawdown of these current committed and as yet unallocated amounts will be 
funded from the overweight element of the equity holdings.
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Notes
31 March 2016 31 March 2017

UK Overseas Total UK Overseas Total
£’000 £’000 £’000 £’000 £’000 £’000

Investment Assets

Equities
Equities quoted 250,079 397,206 647,285 304,023 493,020 797,043 

250,079 397,206 647,285 304,023 493,020 797,043 
Fixed interest securities
Corporate bonds - quoted 140,751 7,960 148,711 151,892 6,850 158,742

140,751 7,960 148,711 151,892 6,850 158,742
Pooled investment vehicles
Public investments - quoted
Pooled investments - 
unquoted

4,734

521,993

4,069

497,138

8,803

1,019,131

5,733

634,226

4,680

572,292

10,413

1,206,518
10(a) 526,727 501,207 1,027,934 639,959 576,972 1,216,931

Investment properties
Freehold
Long leasehold

126,525
30,315

-
-

126,525
30,315

135,940
25,250

-
-

135,940
25,250

10(b) 156,840 - 156,840 161,190 - 161,190
Derivative contracts
Cash Deposits
Amounts receivable for 
sales *
Investment income 
accrued *
Property rental debtors *

10(c) 365
20,198

1,881

5,290
1,073

-
30,628

-

-
-

365
50,826

1,881

5,290
1,073

8,284
38,456

2,382

5,044
619

33,827
8,284

72,283

2,382

5,044
619

28,807 30,628 59,435 54,785 33,827 88,612
Subtotal investment assets

Investment liabilities
Derivative contracts
Amounts payable for 
purchases*
Property creditors*

10(c)

1,103,204

(1,788)

(1,333)
(3,022)

937,001

-

-
-

2,040,205

(1,788)

(1,333)
(3,022)

1,311,849

(261)

(2,754)
(2,768)

1,110,669 2,422,518

(261)

(2,754)
(2,768)

Subtotal investment liabilities (6,143) - (6,143) (5,783) - (5,783)
Total Net Investments 1,097,061 937,001 2,034,062 1,306,066 1,110,669 2,416,735

* These current and long term assets / liabilities are not valued at ‘Fair Value through profit and loss’ and are therefore excluded from Note 10(h) - Fair Value 
Hierarchy.

Note 10(a) details the pooled investments including index-tracking funds, unit trusts and alternatives funds.

Note 10(b) details the Fund’s property portfolio.

Note 10(c) details the derivative contracts above; these are forward foreign exchange contracts and futures held at 31st 
March, shown as assets where there is a gain and liabilities where there is a loss on the individual contracts at 31st 
March 2017.

Note 10: Investment Assets
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31 March 2017

Reconciliation to Note 10
Investment Asset / 
Unrealised Gain

£’000

Investment Liability 
/ Unrealised Loss

£’000
Net Market Value

£’000
Total Derivatives
Forward currency contracts
Futures

8,095
189

(253)
(8)

7,842
181

Derivative Contracts Gain / (Loss) 8,284 (261) 8,023

The open forward foreign exchange contracts can be summarised as follows:

Currency Bought Currency Sold 2016/17

Currency Local Value

£’000
Currency Local Value

£’000

Unrealised
Gain Sterling 

£’000

Unrealised
Loss Sterling 

£’000
Settlement within 
one month

EUR
GBP
GBP
USD

Settlement one to 
six months

GBP
GBP
GBP

1,619
3,860
4,581

144

68,918
40,719

 309,264 

GBP
EUR
USD
GBP

EUR
JPY
USD

1,385
4,451
5,646

118

78,887
5,701,627

379,112

- 
51
69
 - 

1,318
 - 

6,657

- 
 - 
 - 

(3)

- 
(250)

 - 
8,095 (253)

Net forward currency contracts at 31 March 2017 7,842

The derivatives can be summarised as follows:

Type Expires Economic 
exposure

Market Value 
as at 31 March 

2016 £’000

Economic 
exposure

Market Value 
as at 31 March 

2017 £’000
Assets

UK Fixed Interest
Overseas Fixed 
Interest

Less than 
one year
Less than 
one year

3,606

8,849

23

27

11,865

 - 

189

 - 
50 189

Liabilities
Overseas Fixed 
Interest

Less than 
one year  -  - (3,783) (8)

0 (8)
Net futures 50 181

Outstanding exchange traded futures contracts	 are as follows:
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10/	Investment Strategy Statement Introduction
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 its Fund money, which must be in accordance with guidance issued by 
the Secretary of State. 

The ISS 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) which sets out how solvency risks will be managed with regard to the underlying pension liabilities.

Please note: the Investment Strategy Statement is shown in the Fund Policy Document at Appendix A-4.

The Fund has set and published its targeted strategic asset allocation, the advisory ranges, and the maximum 
percentage of the total value of all investments of fund money that can be invested in particular classes of investment. 
The current strategy is shown below. 

Asset/Investment Targeted Strategic 
Asset Allocation 

%

Advisory Range As at March 2017 

%
Limit

(maximum %)
Equity
    - UK 10% 9 – 13% 13.2% 20%
    - Global Other 20% 20 – 25% 25.9% 30%
    - Global Low
      Volatility 10% 10 – 12% 11.3% 20%
Alternatives
    - Infrastructure 9% 5 – 10% 6.2% 19%
    - Opportunistic 9% 5 – 10% 3.4% 19%
Property 9% 8 – 10% 8.6% 19%
Growth total 67.0% 68.6%
UK Gilts 0% 0% 0% 10%
Corp Bonds 7% 6 – 8% 7% 17%
IL Bonds 17% 17 – 21% 19.2% 27%
Other Defensive 7% 3 – 7% 2.1% 17%
Strategic Cash 2% 2 – 5% 3.0% 20%
Defensive total 33.0% 31.4%

100% 100.0%

Details of the investment policy and performance of the Fund are set out in section 4 of this report. 

Details of the risks relating to the Fund’s Financial Instruments are set out in Note 14 of the Pension Fund Accounts 
(included at section 8 of this report).
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Comparatives:

31st March 2016
UK Non-UK Global** Total
£m £m £m £m

Equities 301.7 - 737.5 1,039.2
Bonds 521.5 8.0 - 529.5
Property (direct holdings) 156.8 - - 156.8
Alternatives* 96.8 160.9 - 257.8
Cash and cash equivalents 20.2 30.6 - 50.8
Other*** - - - -
Total 1,097.1 199.5 737.5 2,034.1

12.2.3	 Investment income accrued during the reporting date:

31st March 2017
UK Non-UK Global** Total
£m £m £m £m

Equities 12.3 8.8 - 21.1
Bonds 6.7 0.4 - 7.2
Property (direct holdings) 7.9 - - 7.9
Alternatives* 4.9 3.1 5.5 13.5
Cash 0.3 0.0 - 0.3
Other*** -
Total 32.1 12.3 5.5 50.0

Comparatives:

31st March 2016
UK Non-UK Global** Total
£m £m £m £m

Equities 10.8 6.7 - 17.5
Bonds 6.8 0.3 - 7.2
Property (direct holdings) 8.2 - - 8.2
Alternatives* 3.8 4.8 - 8.6
Cash 0.2 0.0 - 0.2
Other*** -
Total 29.8 11.9 - 41.7

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.
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Appendix A: Fund Policy Document
Cumbria Local Government Pension Scheme
Fund Policy Document
Contents
1.	 Introduction 	 99

2.	 Governance Policy Statement	 101

3.	 Administration & Communications Policy	 109

4.	 Investment Strategy Statement	 119	

5.	 Cash Investment Policy	 133

6.	 Funding Strategy Statement	 135

7.	 Admissions & Termination Policy	 151	

8.	 Discretions Policy	 159

9.	 Training Policy	 168

10.	 Policy & Procedure on Reporting Breaches of the Law	 175

Amended March 2017
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5.7	 Review of Policy
The Cash Investment Policy will be kept under regular 
review to accommodate any necessary changes due to 
regulations, changes in the UK banking support package, 
to bank creditworthiness, and any other necessary 
amendments, to maintain the security of capital and the 
liquidity of the pension fund cash invested.
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9.0	 Training Policy 
Contents
Cumbria LGPS Training Policy 

9.1	 Introduction

9.2	 Policy Objectives

9.3	 Application of Training Policy

9.4	 Purpose of Training

9.5	 Review and Maintenance

9.6	 CIPFA Requirements

	 9.6.1	 CIPFA Knowledge and Skills Framework

	 9.6.2	 CIPFA’s Principles of Investment Decision Making & Disclosure

9.7	 Measurement, Assessment and Training Provision

	 9.7.1	 Members

	 9.7.2	 Officers

	 9.7.3	 Training provision and evaluation cycle

	 9.7.4	 Delivery of Training

	 9.7.5	 External Events Members and Officers

	 9.7.6	 Training Plan 2017/18 (per the Business Plan Agreed at Committee March 2017)
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10	 Cumbria LGPS Policy and Procedure on Reporting Breaches of the Law

Contents:
10.1	 Introduction

10.2	 Requirements

	 10.2.1	 Introduction

	 10.2.2	 Pensions Act 2004

	 10.2.3	 The Pensions Regulator Code of Practice

	 10.2.4	 Application to Cumbria LGPS

10.3	 Reporting breaches procedure

	 10.3.1	 Introduction

	 10.3.2	 Clarification of the law

	 10.3.3 	 Clarification when a breach is suspected

	 10.3.4	 Determining if a breach is materially significant

	 10.3.5	 Referral to a level of seniority for a decision to be made on whether to report

	 10.3.6	 Decision tree: Deciding whether or not to report

	 10.3.7	 Timescales for reporting

	 10.3.8	 Recording all breaches even if not reported

	 10.3.9	 Reporting a breach

	 10.3.10	 Confidentiality

	 10.3.11	 Reporting to the Pensions Committee and Pensions Board

10.4	 Review and maintenance of the policy

	 Annex A – Determining whether a breach is likely to be of material significance

	 Annex B – Traffic light framework for deciding whether or not to report 

	 Annex C – Example of information to be included in the quarterly report to Pensions Committee












































