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Business Plan Activity Update

To provide the Pension Fund Committee with
updated Business Plan activities since its approval
in March 2025.

The Pension Fund Committee is asked to:

a) note the proposed determination decision to
extend the McCloud implementation phase
by 12 months for certain qualifying members
set out in paragraphs 3.12 to 3.13.

b) approve the substitute business plan
activities set out in paragraphs 3.17 to 3.21.

c) approve the utilisation of Hymans Robertson
to support the clearance of 1,000
unprocessed leaver cases as set out in
paragraphs 3.22 to 3.25.

Michelle Oakensen
Governance and Regulations Manager
michelle.oakensen@westnorthants.gov.uk
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Background

The Business Plan was previously approved in March 2025 which set out the key areas of
focus for the Fund from 2025 through to 2028. Since this time there have been
developments which has meant that activities now need to be updated to reflect the
current position.

Regulatory developments have necessitated a determination decision for McCloud
rectification, a wider approach to survivor benefits equalisation and inclusion of other
areas, and a change in approach from building a Financial Conduct Authority (FCA)
regulated entity to joining an alternative asset pool.

Due to conflicting statutory priorities, additional support to clear unprocessed leaver cases
would alleviate pressure within the service and maximise record accuracy in preparation
for Pension Dashboards.

There is a need to enact these changes to the Business Plan at this stage opposed to in
line with the next update report due to the need to undertake elements of work before the
September Committee meeting.

Executive summary

This report contains updates to Business Plan activities in the following areas:

McCloud remedy rectification — where all remedial work cannot be undertaken by 31
August 2025 as per the regulation and statutory guidance, a determination must be made
to extend the McCloud implementation phase for certain qualifying members to the 31
August 2026.

Rectify survivor benefit cases — following the release of the LGPS Access and Fairness
consultation, this activity has been updated to cover the wider remit of proposals
contained.

Support the build of the ACCESS FCA-regulated entity — following the response to the
“Fit for the Future” consultation, it has been necessary to reprofile this activity as the initial
build activity is no longer a viable option.

Processing of undecided leaver records — the Fund has in place a plan to reduce the
backlog of cases over a period of three years. Due to the number of competing statutory
requirements, a proposal to outsource a proportion of the cases has been included.

McCloud remedy rectification

When public service pension schemes transitioned from final salary to career average
schemes in 2014, transitional protections were offered — but only to older members. This
meant that younger members were treated less favourably, which was ruled as unlawful
age discrimination in the McCloud court case in 2018. To correct this, the McCloud remedy
was introduced and for the LGPS this took effect from 1 October 2023. Eligible members
are entitled to their pension benefits being compared between the old final salary scheme
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and the new career average scheme for the period 1 April 2014 to 31 March 2022. Any
cases where the final salary benefits would have been higher, the difference is added to
the member’s pension.

Challenges

Data collection and quality — The remedy requires comparing benefits under both career
average and final salary schemes and this has resulted in considerable effort to retrieve,
validate and input data from employers. Although the Cambridgeshire Pension Fund
continued to collect hour change information prior to the ruling, data collection exercises
were undertaken to confirm other data items such as career breaks.

Administrative complexities and scale — The rectification process involves complex
calculations to adjust benefits retrospectively. The Government has estimated that 1.8
million LGPS members (E&W) are affected and final regulations were only implemented in
the month before the remedy became effective. The retrospective nature of the remedy
means that a large number of cases must be revisited to establish whether additional
benefits are due. This is particularly challenging for members with multiple employments,
who have transferred between schemes and who have since passed away.

The late issuance of guidance put significant pressure on the administration software
provider to develop the required calculations, in some cases this has resulted in manual
intervention where this has not been achieved in the prescribed timescale.

Resource allocation — Sufficient time has needed to be allocated to various strands of the
project including technological, legislative and management of the implementation. This is
just one project the Fund has been resourcing simultaneously with business as usual and
other projects such as Pension Dashboards and the migration to Engage.

Communication with members — Effectively communicating the changes with members and
their implications has been crucial, this includes explaining who is in scope and how the
benefits will be adjusted if a final guaranteed amount is applicable. The Fund has a
dedicated McCloud page on its website and has also included McCloud articles within
newsletters.

McCloud implementation progress to date

The Government gave its view on how McCloud cases should be prioritised and this was
published as part of its statutory guidance. The Cambridgeshire Pension Fund’s progress
against each category is detailed below:

New final underpin dates and deaths from 1 October 2023 (group 1) — compliant

The administration software functionality for the processing of McCloud cases was switch
on in line with the regulations and therefore all benefit processing from this time has been
compliant. This includes processing of benefits for retired members, deaths, trivial
commutations and uplifts of Tier 3 benefits to Tier 2. For any areas where the system was
not developed in time manual calculations were undertaken to maintain compliance.

Cases falling under part 3 of the 2023 Reqgulations (group 2) — not fully compliant.
Work has actively been ongoing in the area of retrospective retirement cases with
resolution near completion. Retrospective survivor, death, transfer, trivial commutation,
and cases where a member’s underpin date has taken place before or after 1 October
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2023 but not their final under pin date, require further work due to the complexities and
sensitives involved with these cases.

All other cases (group 3) — near compliant

The majority of cases are expected to be compliant but there is a very small number of
cases whereby further analysis is required. These areas include pension debits, club
transfers and members with remedial service that has been transferred.

Details of compliance and associated actions can be located in Appendix A.
Determination

Regulation 2(4)(b) of the Local Government Pension Scheme (Information) Regulations
2024 allows administering authorities to determine whether this regulation should be
extended, in respect of a member or class of members, to annual benefit statements for
the 2024/25 scheme year. This is further detailed in the McCloud implementation statutory
guidance.

Should a Fund be unable to conclude all of the remedial work by 31 August 2025, a
determination can be enacted if it is considered reasonable and the affected members are
notified.

The administering authority must consider a determination to extend ‘reasonable in all the
circumstances’ of a case. It should be balanced with the following factors:

* Affected members have suffered unlawful discrimination and can expect that the
McCloud discrimination should be resolved as soon as possible.

* The Government’s guidance states that in their view, most of the McCloud remedy work
should be concluded by 31 August 2025. Whilst this does not legally change the scope of
the determination power, it should be considered as a factor.

Based on the challenges faced and the implementation progress to date, the Fund has
determined that members who qualify for the remedy that fall into ‘Group 2’ of the McCloud
Statutory guidance will not be rectified by 31 August 2025 and the implementation phase
will therefore be extended to 31 August 2026.

The majority of members who fall into ‘Group 3’ of the McCloud statutory guidance will be
rectified. However, cases linked to pension debits, club transfers and members with
remedial service that has been transferred will not be rectified by 31 August 2025 and the
implementation phase will therefore be extended to 31 August 2026.

Issuance of Annual Benefit Statements

There are approximately 28,900 active members and 39,000 deferred members who will
be receiving an annual benefit statement for the 2024/25 period. In relation to McCloud
underpin information being provided within the statements the following scenarios apply:

e Members who qualify for the underpin and a guaranteed amount is shown.

e Members who qualify for underpin protection but the career average benefits are
currently better so a £0.00 value is shown.

e Records show that the member does not qualify for underpin protection under the
McCloud remedy.

e Members who do not appear to be protected by the McCloud remedy based on the
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information the administering authority holds; however, they have service that could be
remediable service if other relevant membership of the LGPS or a different public
service pension scheme is disclosed.

e Members protected by the McCloud remedy where the administering authority has
exercised their discretion to not reflect the member’s McCloud projection in their
statement (as per the determination in 3.13).

There may be a small number of records where further analysis is required due to data
quality issues.

Next steps

In line with the determination detailed in sections 3.12 to 3.13, the project plan will
continue to be populated and monitored to ensure full compliance by 31 August 2026.
Updates will continue to be provided to the Committee at each meeting via Business Plan
update and the Governance and Compliance Report.

Rectify survivor benefit cases

The business plan has an activity to “Rectify survivor benefit cases” following a July 2020
ministerial statement confirming that public service schemes would be subject to
legislation to equalise survivor benefits in certain cases where unequal treatment exists.

These changes have been set out in the “LGPS: Access and Fairness” consultation
alongside a raft of further changes impacting survivor benefits more generally as well as
the gender pensions gap, opt-outs, forfeiture, the McCloud remedy and other regulation
changes.

The business plan activity has therefore been substituted to the following:

Activity Background Key Resources
Milestones required

Implement | The "LGPS: Access and Fairness” Respond to No
actions consultation sets out proposed changes consultation | additional
arising from | impacting: (August staffing
the “LGPS: 2025). costs.

- Survivor benefits

Access and .
. » - Gender pensions gap
Fairness
. - Opt-outs
consultation . Develop an
- Forfeiture action plan to
- McCloud remedy action p
implement
- Other changes
changes
(TBC).

The Fund will need to comply with these
changes once confirmed in regulations or
guidance.
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Support the build of the ACCESS FCA-reqgulated entity

The business plan has an activity to “Support the build of the ACCESS FCA-regulated
entity”. As Government has not supported the ACCESS build, the Fund has been directed
to join another LGPS asset pool and to confirm that destination pool “in principle” by
September 2025.

The business plan activity has therefore been substituted to the following:

Activity Background Key Milestones Resources
required
Determine The Fund has been directed | Committee agree No additional
and join an to join an alternative LGPS destination pool “in staffing costs.
alternative asset pool to ACCESS, with principle” (July 2025).
LGPS asset | the build of an FCA-regulated Circa £100k-
pool entity not being supported by | Committee agree £150k to
Government. destination pool to complete
recommend to Council assessment
The Fund must identify their | (September 2025). and full due
preferred pool destination diligence.
and confirm an “in principle” Council agree

decision by September 2025. | destination pool and
delegate implementation
The Fund will then become a | (October 2025).
shareholder of the pool
company, which will require Finalise shareholder
partner fund agreement, and | status (March 2026).
transition assets to
management of the new pool. | Transition assets to new

pool (from April 2026).

Processing of undecided leaver records

The business plan activity “Processing of undecided leaver records” is reducing the
volume of unprocessed early leaver records down to a baseline of <1,000 aged cases. As
at May 2025 there were approximately 5,400 aged cases to be processed to reach this
target.

An opportunity has arisen to utilise the Fund’s benefits consultancy supplier, Hymans
Robertson, to supplement internal processing by contracting them to process 1,000 cases
over an 8-to-12-month period. This would therefore span the 2025-26 and 2026-27
financial years.

The Fund has an existing contractual relationship with Hymans Robertson and has
discussed the work they have been undertaken in a similar vein with another LGPS fund.
Generally, resources of this nature are restricted across the industry at the present time
due to the amount of projects being undertaken across the LGPS community. Fund officers
therefore wish to secure this opportunity due to the desire to maximise the quality of
records and data prior to Pension Dashboards going live. This would also assist the
management of competing resource pressures.
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Associated costs to undertake this work are detailed in Exempt Appendix 2.
Relevant Pension Fund objectives

e To ensure compliance with the LGPS Regulations and other legislation and guidance,
including the Pensions Regulator’s Code of Practice.

e To ensure individuals responsible for managing the Fund and delivering its services
have the appropriate knowledge and expertise.

¢ To manage the Fund in a fair and equitable manner, and be accountable to the Fund’s
stakeholders.

e To ensure robust processes, controls and risk management are in place.

e To administer the Fund in a professional, effective and cost-efficient manner, utilising
technological solutions and collaboration.

e To promote the scheme and ensure members understand the benefits provided.

e To deliver clear, inclusive, accessible communications to stakeholders, including up-to-
date information in order that informed decisions can be made.

Implications (including financial implications)
Resources and financial

There are no significant resources or financial implications arising from the report.

Legal

Squire Patton Boggs conducted a legal review of the paper. No material issues have been
identified which may give rise to legal liability and/or risk from an administering authority
perspective.

Failure to produce a determination could result in the Fund having to submit a report to
The Pension Regulator (TPR) for group 2 and some group 3 cases.

Failure to follow the “Fit for the Future” and “Access and Fairness” requirements would
result in a compliance failure and, for the former, could lead to action by the Secretary of
State.

Risk management
The risks associated with this report are as follows:

The Fund’s risk register can be found on the Pensions website: key documents
cambridgeshire.

Risk Residual risk rating

Those charged with governance of the Fund and Scheme are | Green
unable to fulfil their responsibilities effectively.

Failure to administer the scheme in line with regulations and | Green
guidance.

Failure to provide relevant information to the Pension Fund | Green
Committee to enable informed decision making.
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6.4 Consultation

6.4.1 Not required.

7. Background papers
7.1 None.

8. Appendices

8.1 Appendix 1 — McCloud compliance summary and associated actions.
EXEMPT Appendix 2 — Associated costs for the processing of the undecided leaver records



