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28 February 2018

To:  The Chair and Members of the Cumbria 
Pensions Committee

Dear Member,

Cumbria Pensions Committee meeting - 8 March 2018

Further to the agenda of the above meeting please find attached agenda item 
12- Update on BCPP Asset Management Company which was marked “to 
follow”. 

Yours sincerely 

Holly English

Holly English
Democratic Services Officer
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A G E N D A

PART 1: ITEMS LIKELY TO BE CONSIDERED IN THE PRESENCE OF THE PRESS 
AND PUBLIC

12 UPDATE ON BCPP ASSET MANAGEMENT COMPANY

To consider a report by the Assistant Director – Finance (s151 Officer) (to follow).
  (Pages 347 - 360)



CUMBRIA PENSIONS COMMITTEE

Meeting date: 8th March 2018

From: Assistant Director – Finance (Section 151 
Officer)

UPDATE ON DEVELOPMENTS WITH BCPP LTD 

1.0 EXECUTIVE SUMMARY

1.1 This report updates Members on developments across BCPP Ltd and 
progression towards the company being able to offer Partner Funds 
the ability to transition assets into the pool. 

1.2 The project continues to move at pace towards the final delivery of 
phase three of the BCPP implementation plan, i.e. to establish a fully 
regulated asset management company that is ready to accept the 
transition of assets. This is currently scheduled for June 2018, 
although the company does not expect to offer asset classes relevant 
to Cumbria Pension Fund’s Asset Allocation Strategy until September 
2018. 

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The Cumbrian Fund had 132 employers (as at December 2017), with 
over 85% of the Fund being comprised of organisations that are 
directly funded by the local tax payer with many of the remaining 
indirectly funded by the taxpayer through grants and service contracts. 
Therefore, maintaining net of costs asset performance which indirectly 
contributes to maintaining stable employer contribution rates is a core 
Fund aim.

2.2 Pooling of investment assets at scale should generate fee savings for 
LGPS Pension Funds. To achieve these within BCPP Ltd, Partner 
Funds will be required to closely scrutinise the management and 
performance of the company. 

2.3 Each Partner Fund within BCPP Ltd will remain responsible for 
determining its own asset allocation strategy. It is then the company’s 
responsibility to deliver sufficient choice to meet each Fund’s 
requirements. The Fund should review the range of investment options 
provided by the Company to ensure potential performance is not 
compromised.
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2.4 There are no direct equality implications from the recommendations in 
this report.

3.0 RECOMMENDATION

3.1 Pensions Committee are recommended to:

3.1.1 note the progress on the development of BCPP Ltd.

3.1.2 approve an increase in Fund’s contribution to the development of 
BCPP Ltd from £0.350m to £0.425m.

3.1.3 approve for the Chair of the Pension Committee, in his capacity as the 
Council’s shareholder representative for the company, to vote to agree 
the pension scheme arrangements, involving both a defined 
contribution scheme and, in certain circumstances, access to the 
LGPS as set out in Appendix A. 

3.1.4 note that BCPP Ltd will only become an admitting body to the LGPS if 
and when the necessary guarantees have been agreed by all 
shareholders.

3.1.5 agree in principle for the Fund to accept the necessary guarantees 
required to enable BCPP Ltd to become an admission body in the 
South Yorkshire Pension Authority (SYPA), subject to the approval of 
these guarantees being given by the Assistant Director - Finance (S151 
Officer) and Senior Manager - Legal and Democratic Services 
(Monitoring Officer) in consultation with the Chair of the Pension 
Committee, as the Fund’s shareholder representative for BCPP Ltd.

3.1.6 approve for the Fund to agree to a waiver to the protections under the 
FCA Client Money Rules. 

3.1.7 authorise the Assistant Director - Finance (S151 Officer) and Senior 
Manager - Legal and Democratic Services (Monitoring Officer) in 
consultation with the Chair of the Pension Committee, as the Fund’s 
shareholder representative for BCPP Ltd, to finalise and execute the 
documentation to implement the waiver to the protections under the 
FCA Client Money Rules.

4.0 BACKGROUND

4.1 This report updates Members on the main activities undertaken across the 
project work streams of BCPP Ltd since December and the actions planned 
for the period up to March 2018. The company is working towards the 
establishment of a fully regulated asset management company that is ready 
to accept the transition of assets by June 2018. 

4.2 Initially, transitioning assets will be limited to equity which is currently 
managed internally by Partner Funds (of which Cumbria has none). It is 
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expected that the company will be in a position for Cumbria Pension Fund to 
commence transitioning its assets from September 2018.
 

4.3 Governance

4.3.1 As reported to Pensions Committee in December, the company has 
considered the appointment of two new Non-Executive Directors (NED) to 
the Board of BCPP Ltd. These NEDs are to be comprised of representatives 
from the Partner Funds. The company’s rationale for the introduction of 
these Partner Fund NEDs is to bring LGPS experience onto the Board and 
further inform the decision making process.

4.3.2 Cumbria Pensions Committee expressed its concern over the introduction of 
Partner Fund NEDs due to the potential conflict of interest for the 
appointees. The Committee offered Cllr Worth its support for him to detail 
the Fund’s objections at the next Joint Committee.

4.3.3 At Joint Committee on 16th January, Cllr Worth, expressed the Committee’s 
view that Partner Fund NEDs were unnecessary for the company and had 
the potential to lead to a conflict of interest and the potential 
disenfranchisement of the ten Pension Funds that would not be represented 
on the BCPP Ltd Board.

4.3.4 Whilst the decision to introduce additional NEDs is within the remit of the 
Board of BCPP Ltd, the Joint Committee was asked to determine how 
Partner Fund NEDs should be selected. 

4.3.5 In recognition of the concerns raised by Cumbria and other Partner Fund’s, 
the Joint Committee agreed to recommend to the Company that each 
Partner Fund NED should serve an initial two year term with extension 
subject to re-election and consideration could be given to one director 
having an initial one year term to avoid coincident retirements from the 
Board.

4.3.6 Given Cumbria’s opposition to the appointment of these roles, Cllr Worth 
voted against a resolution to select the Partner Fund NEDs by way of ballot 
at the next Joint Committee and that those nominations be adopted by the 
Board of BCCP Limited and appointed as directors subject to the approval of 
shareholders. In a recorded vote, this resolution was passed by ten votes for 
with two votes against (including Cllr Worth).

4.4 Development Budget

4.4.1 All Partner Funds of BCPP Ltd have previously agreed to commit £350,000 
per Fund for the development of BCPP Ltd. The development budget is 
intended to cover expenditure until such time as the company is able to 
commence trading through the transition of assets into the pool.
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4.4.2 In December, Pensions Committee were advised that the development 
budget for BCPP Ltd had been reviewed and it was noted that a 
recommendation would be put to Joint Committee in January 2018 to 
increase this budget. To expedite this, Members gave provisional approval 
of an additional implementation budget of up to £50,000 with a further 
recommendation put forward that Members devolve responsibility to the 
S151 Officer in consultation with the Chair of the Pension Committee to 
approve the final increase up to this amount.

4.4.3 The final recommendation to Joint Committee in January was to increase the 
budget by £75,000 per Partner Fund, i.e. £25,000 more than the Pensions 
Committee agreed in December. This requested increase in the 
development budget is primarily due to the need to employ additional staff in 
advance of the date at which assets can be transitioned into BCPP Ltd.

4.4.4 It is thereby recommended that Pension Committee update the approval 
given in December and increase the additional implementation budget to 
£75,000 with the responsibility to approve this to remain devolved to the 
S151 Officer in consultation with the Chair of the Pension Committee.

4.4.5 It should be noted that BCPP Ltd are currently assessing the viability of their 
expected date for commencing the transition of assets into the company. If it 
were to be concluded that the implementation date should be deferred, a 
further increase in the development budget would be required.

4.5 Operational Budget

4.5.1 The Joint Committee of BCPP Ltd considered the three year operational 
budget for BCPP Ltd. Given commercial sensitivities, details of this budget 
are presented in Part 2 of today’s agenda. 

4.6 Joint Committee Budget

4.6.1 To enable the Joint Committee to have access to independent specialist 
advice, it has been requested that a budget of £30,000 be set for the Joint 
Committee to cover the period July 2018 to March 2019, with the cost to be 
shared equally across the partner Funds i.e. (£2,500 to each Partner Fund). 

4.7 Recruitment

4.7.1 Following the appointment to the key roles of the Chief Executive Officer and 
Chief Operating Officer in late 2017, BCPP Ltd recruited John Harrison as 
an interim Chief Investment Officer for the company in January.

4.7.2 The company is currently in the process of recruiting to a number of Heads 
of Service roles and are working towards approving the TUPE arrangements 
for staff transferring in to the company from Partner Funds. It should be 
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noted that no staff supporting the Cumbria Pension Fund will be transferring 
to the new company under TUPE regulations.

4.8 Pensions

4.8.1 BCPP Ltd has a statutory obligation under the workplace pension 
regulations to have in place a qualifying pension scheme into which it must 
auto-enrol employees. 

4.8.2 In February 2017, the Council approved for BCPP Ltd to enter into a 
Shareholder Agreement between Cumbria and the Administering Authorities 
of the other Partner Funds and BCPP Ltd. Under this shareholder 
agreement, BCPP Ltd is required to obtain approval from 75% of 
shareholders when establishing or amending a pension scheme or schemes 
for its employees. 

4.8.3 The Board of BCPP Ltd has recommended that employees should either be 
offered membership to the LGPS or a Defined Contribution Pension 
Scheme. Details of the proposed eligibility criteria for the LGPS and the 
terms of the defined contribution scheme are set out in Annex A to this 
report.

4.8.4 It is recommended that the Committee agree that the Chair of the Pension 
Committee, in his capacity as the Council’s shareholder representative for 
the company, should vote to agree to the circumstances in which the 
company may admit employees to the Local Government Pension Scheme. 

4.9 Pension Guarantees

4.9.1 Pensions Committee were advised in December that South Yorkshire 
Pension Authority (SYPA) were to offer BCPP Ltd access to the LGPS. The 
report also noted that work was ongoing to consider the professional and 
legal advice received on the nature of the guarantees required to enable 
BCPP Ltd to become an admission body in the SYPA.

4.9.2 Two guarantees are required from each Fund to enable the company to 
become an admission body in the SYPA.

4.9.3 The first is a guarantee from the Partner Funds to the SYPA that any 
pension deficit in the event of the company leaving the LGPS would be 
shared between all of the Partner Funds. In the event of the company 
leaving the LGPS, any liabilities due to the SYPA would be allocated to each 
Partner Fund based on their proportionate share of assets being managed 
by BCPP Ltd.

4.9.4 A second guarantee is required from the Partner Funds to BCPP Ltd that the 
Funds will make good any deficit contribution attributable to the company 
from the SYPA. This may occur whereby an officer is transferred into the 
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company through a TUPE arrangement, retains LGPS membership and 
receives an increase in their salary. Where such costs arise, these will be 
allocated to the Partner Funds in accordance with the work undertaken by 
the relevant officers.

4.9.5 It is recommended that Pensions Committee agree in principle for the Fund 
to accept the necessary guarantees required to enable BCPP Ltd to become 
an admission body in the SYPA subject to the approval of the final wording 
of these guarantees being given by the Assistant Director - Finance (S151 
Officer) and Senior Manager - Legal and Democratic Services (Monitoring 
Officer) in consultation with the Chair of the Pension Committee, as the 
Fund’s shareholder representative for BCPP Ltd.

4.9.6 The Committee is recommended to note that BCPP Ltd will only become an 
admitting body to the LGPS if and when these guarantees have been agreed 
by all shareholders.

4.10 FCA Registration

4.10.1 On 1st February BCPP Ltd submitted its application for regulatory approval 
with the Financial Conduct Authority (FCA). The approval process is 
expected to take 3 months, but may take up to six months. The CEO of 
BCPP Ltd has committed to continue to inform Partner Funds of progress 
with this application process.

4.10.2 Further to this work being completed, BCPP Ltd is now progressing with the 
following strategic projects. 

 Agreeing the sub-funds to be launched 2018 (prospectuses, investment 
guidelines etc)

 Border to Coast investment processes
 Governance for approving asset transitions
 Approach to transition management
 Process for selection of external managers
 Design of reporting and oversight of Border to Coast
 The what, how and when of Alternatives capability

4.10.3 Officers of the Fund will be engaged with these projects to ensure Cumbria’s 
views are represented and to influence the decision making process of the 
company.

4.11 FCA Client Money Rules Waiver

4.11.1 The FCA Client Money Rules apply to any FCA authorised firm that receives 
money for and on behalf of clients. These rules require the firm that holds 
client money (i.e. BCPP Ltd), to do so in a separate account to its trading 
activities ensuring that, in the event of insolvency, client money can be 
returned quickly to clients and not considered within the general insolvency 
rules.
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4.11.2 Were BCPP Ltd to comply with the rules it would need to gain further 
regulated approval, maintain separate bank accounts, incur additional costs 
and potentially require additional regulated capital. These additional 
responsibilities would increase the costs of BCPP Ltd, with the Partner 
Funds being ultimately liable for these costs.

4.11.3 Due to the relationship between BCPP Ltd, its shareholders (e.g. Cumbria 
County Council as the Administering Authority) and customers (e.g. Cumbria 
Pension Fund), the Fund maintains management oversight of BCPP Ltd 
through the Shareholder Board and Joint Committee. The Fund is therefore 
in a position to influence the governance of BCPP Ltd to ensure that 
appropriate systems and controls are in place to maintain the Company as a 
going concern.

4.11.4 Furthermore, the company would not be expected to hold the Fund’s assets 
within their bank account for a period of more than a couple of days as 
money will transfer from the Fund into the company and then on to the 
respective investment. Ordinarily this would happen on the same working 
day.

4.11.5 Given the governance arrangements that the shareholders and Partner 
Funds have over BCPP Ltd, and the short period of time the company will 
hold the Fund’s cash, it is proposed that the protections afforded by the FCA 
Client Money Rules be waived by each of the 12 Partner Funds. 

4.11.6 A draft waiver form has been prepared and this has been reviewed by 
Squire Patton Boggs - the solicitors contracted to provide advice to the 
Partner Funds. Squire Patton Boggs have advised that they consider it 
appropriate for Partner Funds to sign the waiver on the basis that the Funds 
are shareholders of BCPP Ltd, will be involved in the appointment of the 
management of BCPP Ltd and, in some cases the operational aspects of 
BCPP Ltd.

4.11.7 It is therefore considered appropriate for the Fund to agree to BCPP Ltd 
applying for a waiver to these rules consistent with the legal advice received 
by Partner Funds from Patton Squire Boggs. 

4.11.8 The waiver can only be signed after BCPP Ltd has been approved by the 
FCA and the Fund has opted-up to elective professional client status with 
BCPP Ltd under the MiFID II regulations. Partner Funds are requested to 
consider the waiver now as should the decision be made not to support this 
position, then the company would be required to amend its current FCA 
application.

5.0 OPTIONS

5.1 This report is intended to provide an update for the Pensions Committee on 
developments within BCPP Ltd. 

5.2 Pensions Committee can either note the developments of the company or 
request additional information from the Assistant Director - Finance (Section 
151 Officer).
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5.3 Where appropriate, Members may opt to request that the Chair takes 
forward any particular issues to the next Joint Committee on 13th March 
2018 and / or the S151 Officer to raise at the next meeting of the Statutory 
Officer Group.

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 The resources and value for money implications to the Cumbria LPGS from 
the creation of BCPP have been agreed previously by the Committee. These 
will be updated once the future budget and operating charge are agreed by 
the shareholders of BCPP Ltd following presentation and a recommendation 
to do so is received from Members at the January 2018 Joint Committee.

6.2 Previously all Partner Funds have agreed to contribute £350,000 to the 
development of BCPP Ltd. Following a review of the development budget, it 
has been identified that several costs were not included in the original 
forecast and some staff are required to be recruited soon than originally 
planned. All Partner Funds have been requested to increase their 
contribution to the development budget by a further £75,000 to £425,000 per 
Fund. 

7.0 LEGAL IMPLICATIONS

7.1 Under Part 2H of the Council’s constitution the Pensions Committee is 
empowered to determine the recommendations set out in this report. Part 2H 
makes the Pension Committee the delegated decision making body of the 
Administering Authority for the management of the Cumbria Local 
Government Pension Scheme which includes its involvement in the Border 
to Coast Pension Partnership. 

7.2 The precise legal implications of the proposed pension guarantees are 
unknown at this stage until the final wording of the guarantees is agreed.

7.3 The risk of waiving the FCA client money rules and mitigation of risk are as 
set out in section 4.11 of this report. The main risk being, in the event of 
BCPP insolvency, any Fund money in the BCPP bank account will be 
unsecured and likely to be used by insolvency practitioners to pay off 
secured creditors.

8.0 CONCLUSION

8.1 The development of BCPP Ltd as a company that is able to pool LGPS 
assets across Partner Funds is progressing well. The company is currently 
working to the timetable of being able to commence the transitioning of 
assets into the pool by June 2018. However, it is expected that sub funds 
that meet the investment objectives of Cumbria Pension Fund will not be 
available until September 2018.
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Julie Crellin
Assistant Director – Finance (S151 Officer)

8th March 2018

APPENDICES

Appendix A - Border to Coast Pension Scheme Eligibility Criteria

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.

N/A*Has an environmental or sustainability impact assessment been 
undertaken?

N/A*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

On 16th February 2017, Council agreed to accept BCPP Ltd as it chosen pooling 
option to enable it to meet its regulatory requirement to pool.

REPORT AUTHOR
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Contact:
Pete George
Group Finance Manager – Pensions, Investments & Insurance
01228 226311
peter.george@cumbria.gov.uk
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Annex: Border to Coast Pension Scheme Eligibility Criteria 

This Annex sets out the pension scheme eligibility criteria for Border to Coast employees. 

1.1 LGPS does not form part of the standard BCPP terms and conditions.  Pension 

provision under standard terms will be defined contribution. 

1.2 The Company will participate in the Local Government Pension Scheme (LGPS) as 

an admission body employer in the South Yorkshire Pension Fund for those 

employees who TUPE transfer into BCPP.  Consideration will be given, on a case by 

case basis, for new recruits to be offered membership of the LGPS where they have 

existing rights (i.e. if being recruited from another LAPF) at the discretion of the 

Company. 

1.3 LGPS membership will only be available to those whose salary is less than £100k 

(full-time equivalent) (i.e. an employee who wishes to apply for a role with a salary of 

£100k or greater would move on to standard BCPP terms and conditions). 

1.4 The Company will also reserve the right in future to admit employees paid less than 

£30k (full-time equivalent) into the LGPS. This option will only be used in a situation 

where it appears likely that the Company may have no more active contributors to the 

LGPS, to avoid triggering a closure valuation and the associated crystallisation of 

pension cost to the shareholders. 

1.5 The £100k and £30k limits referred to in paragraphs 1.3 and 1.4 will be increased 

from 1 April 2019 and every subsequent April in line with any annual increase in the 

Consumer Prices Index as at the previous September. 

1.6 The Company will establish a defined contribution pension scheme, into which all 

staff not offered access to the LGPS will be contractually enrolled.  The contribution 

scale is at the discretion of the Border to Coast Board; the initial scale is as shown in 

the table below: 

Employee contribution
1 

Employer contribution
2 

3% (minimum contribution) 6% 

3.5% 7% 

4% 8% 

4.5% 9% 

5% or more 10% 

 

Notes: 

1) Employee contributions will be made via salary sacrifice unless employees opt otherwise 

2) Employer contributions will in addition include 50% of any Employer NI savings generated 

by the use of salary sacrifice to make employee contributions 

3) Staff on Director terms and conditions will be given a salary supplement of 8% that must 

be made to the scheme unless they have reached their Lifetime Allowance or Annual 

Allowance (this supplement forms part of their total remuneration package). 

 

1.7 The pension schemes will be operated in a way to ensure the Company complies 

with auto-enrolment regulations and any other relevant legislation. 
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1.8 The table below sets out the approach to be taken to approve proposed changes: 

Requiring Shareholder Approval
 

At the discretion of the Company
 

Criteria for admission to the LGPS (including the 
salary cap and enrolment criteria) 

GPP provider 

DC scheme contribution scale 

DC scheme investment default 

Contractual enrolment level 

Salary sacrifice scheme 

 

The costs of any changes to the DC scheme will be within the budget agreed by the 

shareholders on an annual basis. 
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Border to Coast Pensions Partnership Limited (“the Company”) 

Shareholder consent 

 

To:                                                                          “the Shareholder” 

 

By an agreement dated 6 June 2017 made between the shareholders of Border to Coast 

Pensions Partnership Limited (“the Shareholder Agreement”), the parties agreed that any 

proposal for the establishment or alteration of the Company pension scheme would be 

approved in writing by the shareholders of “A” shares in the Company.  The proposal 

requires a 75% majority to succeed. 

 

By signing and returning this form of consent, the Shareholder signifies its agreement to the 

circumstances in which the Company may admit employees to the Local Government 

Pension Scheme.  The Shareholder also confirms its understanding that the Company will 

only become an admitting body if and when the necessary guarantees have been agreed by 

all shareholders. 

 

We confirm our agreement to the eligibility criteria for admission of Company employees to 

the Local Government Pension Scheme as set out in Annex 1 to this resolution. 

 

 

 

                                                                  for and on behalf of the Shareholder 

Dated                                       2018 
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