
CUMBRIA PENSIONS COMMITTEE

Meeting date: 19th September 2017

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

UPDATE ON POOLING OF PENSIONS ASSETS ACROSS THE 
LGPS – UPDATE VII

1.0 EXECUTIVE SUMMARY

1.1 This report updates Members on the progress made following the 
decision on 16th February 2017 at Council that Cumbria join the Border 
to Coast Pensions Partnership Ltd (BCPP) as its chosen approach to 
meet the regulatory requirement to pool assets in the LGPS. 

1.2 The core progress during the period has been:-

1.2.1 The completion and enactment of all the required legal 
documentation to bring both the Joint Committee into being as a 
formal entity and the incorporation of the BCPP Ltd company.

1.2.2 The holding of first Joint Committee meeting on the 6th June 
2017.

1.2.3 The progression of the recruitment of the BCPP Ltd executive 
team, with the appointment of Chris Hitchen as the Company 
Chair & the selection of an approved candidate for the position 
of Chief Executive Officer (a public announcement is expected 
within the next few weeks).

1.2.4 The appointment of the company’s bankers, payroll providers & 
the progression of the procurement to secure the provision of 
BCPP’s Ltd main service providers (third party administrator; 
investment ICT, corporate ICT & premises selection).

1.2.5 Progress towards completion of the FCA advice permissions 
application pack.  

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS



2.1 The Cumbria Pension Fund has assets of over £2.423bn, and liabilities 
of £2.554bn (31st March 2017). Investment strategy and asset 
performance is a contributing factor assessed in the triennial valuation 
which sets the following three years employer contribution rates. These 
rates determine the cost of current service contributions (% of pay) and 
the deficit amounts (calculated as a cash lump sum) for each employer 
within the Fund.

2.2 Pooling of investment assets at scale should generate fee savings for 
the externally managed Funds in the pool, but to achieve these will 
require careful management of the Company by each Fund in the pool. 
The drive for Cumbria and other Funds in BCPP must remain on the pool 
delivering better net of fees risk adjusted performance, not simply fee 
reductions.

2.3 The Cumbrian Fund had 132 employers (as at March 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. 

  
2.4 There are no direct equality implications from the recommendations in 

this report.

3.0 RECOMMENDATION

3.1 Pensions Committee are asked to note the progress on development of 
the BCPP.

4.0 BACKGROUND

4.1 Following the approval on 16th February 2017 by Council to adopt the Border 
to Coast Pensions Partnership Ltd as its chosen approach to meet the 
requirement to pool assets in the LGPS progress has continued at pace 
towards its formal creation. 

4.2 The core areas of progression since the last Committee meeting in March 
have been:-

4.2.1 The completion and enactment of all the required legal documentation 
to bring both the Joint Committee into being as a formal entity and the 
incorporation of the BCPP Ltd with the twelve partner funds as its 
shareholders (all holding an equal share in the company).

4.2.2 The holding of the first Joint Committee meeting on the 6th June 2017. 
The agenda and draft minutes for this meeting are presented as 
Appendix 1 to this report. The Agenda reports pack for this meeting 
are publically available at: BCPP Ltd Joint Committee papers and by 
then selecting the appropriate meeting date. 

http://meetings.southyorks.gov.uk/ieListMeetings.aspx?CId=441&Year=0&zTS=C
http://meetings.southyorks.gov.uk/ieListMeetings.aspx?CId=441&Year=0&zTS=C


4.2.3 The progression of the recruitment of the BCPP Ltd Executive team, 
with the appointment of Chris Hitchen as the Company Chair and the 
selection of an approved candidate for the position of Chief Executive 
Officer (CEO), further details are expected to be released in a public 
announcement in the next few weeks. The process to recruit the 
remaining two non-executive directors is scheduled for later in 
September. With the process to appoint the remaining two executive 
Directors (Chief Operating Officer and Chief Investment Officer) is 
expected to progress at speed once the CEO is announced. The 
recruitment of this next tier will be led by the Company Chairman, 
CEO with oversight from the Chair and Vice Chair of the Joint 
Committee. 

4.2.4 Lloyds Bank has been appointed to provide corporate banking 
services to BCPP Ltd, and Durham County Council has been 
appointed as payroll service provider. The progression of the 
procurement to secure the provision of BCPP’s Ltd other main service 
providers, notably the third party administrator and outsourced dealing 
provider; investment ICT, corporate ICT & premises selection 
continues as scheduled.

4.2.5 Progress towards finalising the FCA application pack continues, 
requiring the completion of the initial asset allocation template; 
transition plan; company staffing structure and salary grades; 
company operating budget; and the target operating model (including 
which activities within the company are to be insourced and what is to 
be outsourced). Agreement on which final FCA approvals are required 
to enable BCPP Ltd to provide the services required by the Funds; will 
be determined upon the appointment of the CEO. These will include 
establishing the appropriate advice permission to enable the proposed 
interim arrangements for the management of the assets of the 
internally managed Funds. 

4.2.6 All of the items outlined in para 4.2.5 plus the companies five year 
strategic plan is required for the Financial Conduct Authority approval 
submission, which is targeted for agreement by the Joint Committee  
at the end of October with submission to the FCA in November.

4.2.7 Approving the Company Responsible Investment and shareholder 
engagement policy for enactment by BCPP Ltd. 

4.2.8 Finalising the core terms and conditions for new entrants into the 
company below the Executive appointments. The key issue for 
agreement by the Joint Committee is if LGPS will be offered to new 
entrants of the company. This does not affect any of the staff that will 
move into the company under TUPE who will retain access to the 
employment rights they currently have.

4.2.9 To enable this decision (paragraph 4.2.8) to be considered, work is 
ongoing with the advisors (Deloittes and Eversheds). This will explore, 
for example, what form of guarantee would be required from Councils 
to support access to the LGPS at a reasonable employer contribution 
rate whilst being sufficiently robust to protect the regulatory capital of 



the company and not exposing the Councils to an onerous level of 
risk. 

4.2.10 Following the ‘Spring’ update to DCLG on the progress of BCPP a 
joint departmental response was received from DCLG, Cabinet Office 
and Treasury, shown at Appendix 2. This was subsequently followed 
up by a request from DCLG for a further ‘Autumn’ update which is due 
to be responded to in October 2017. The information requested has 
expanded on the detail required in the spring request, including 
information on how the pool will meet its cost reporting and cost 
transparency obligations once operational. Currently there are no 
concerns from BCPP in relation to the issues raised, provided the 
project does not slip further than the previously reported June go-live 
date. 

4.3 Once the Executives are approved by the shareholders and in post the 
progress towards the establishment of an operationally functioning company 
will be transferred from the internal project team to them. 

4.4 For the Funds, Cumbria included, the project then progresses to the next 
stage which involves each Fund both acting individually and as a collective 
through the Joint Committee and Officer Operations Group, in becoming an 
active and informed client and shareholder. Initially this will involve ensuring 
the next phase of the build progresses to meet the Fund’s needs. This will 
specifically require active engagement in the following tasks over the next 
eighteen months:-

4.4.1 Agreement by the Funds that the initial BCPP Ltd asset template 
offering meets their current asset strategy needs. The draft template 
has been considered by the Cumbria Committee on several 
occasions, first in June 2016 when Mark Lyon CIO at East Riding 
presented it to the Committee meeting in Edinburgh. Further work has 
been undertaken over the period with sessions held with the Fund’s 
Investments Consultants and Independent Advisors. Officers in each 
Fund are presently reviewing their current portfolio holdings and 
allocating them to each sub fund to enable BCPP Ltd to draft a 
transition plan and resourcing requirement. 

4.4.2 Once this has been completed, detailed engagement with each Fund 
will be undertaken. Each Fund that has expressed an interest in a 
sub-fund, will be consulted with on the proposed terms of each 
prospectus prior to its submission for approval to the FCA. Continued 
engagement in this work is critical to ensure that the BCPP Ltd asset 
offering meets the asset strategy of Cumbria Fund and thus helps to 
facilitate our continued long term asset out performance. 

4.4.3 Dedicated officer time and additional budget for extra independent 
advisor support has been approved and allocated within the 2017-18 
budget to support this work. 



4.4.4 This will be the initial template offering and is required for the FCA 
submission pack but it will develop over time as the needs of the 
Funds change. The draft asset template is shown at Appendix 3. 

4.4.5 Once the sub-funds are agreed, prior to the transition of assets, 
Cumbria will need to undertake due diligence on each sub-fund to 
ensure the Committee met their fiduciary duty to oversee the transfer 
of assets into each sub-fund. Initial budget and specific officer time 
has been identified to start to undertake this work which will be 
required to continue throughout the life of the transition plan, expected 
to last over the next three years.

4.4.6 Agreement by the shareholders of the BCPP Ltd five year strategic 
plan and budget which results in the Funds operating charge. This 
work needs to be supported by an agreed charging policy. The 
guiding principles document was supported both by the Joint 
Committee (at its meeting in June) and by the Statutory Officers 
Group. Subject to finalisation of Company operating costs, these 
guiding principles can then be developed to enable a fully drafted 
policy to be circulated for agreement by the Funds for subsequent 
implementation by the company.

4.4.7 Management of the transition of the assets. This is a two sided 
process and each Fund will need to appoint a transition manager that 
acts on its behalf rather than for BCPP Ltd. To support this Funds 
across the LGPS, through representation in their pools have 
sponsored a procurement exercise to be undertaken on our behalf by 
the LGPS National Frameworks to set up a transition management 
framework. The target date for this to be available is November 2017 
which is well in advance of Cumbria’s requirements. The draft asset 
transition template is shown at Appendix 4.     

4.5 The Funds will need to consider how they will establish individual and 
collective arrangements to manage the long term performance of the pool 
once the assets are transitioned. This is a core piece of work that will need 
to be completed prior to the transition of assets. There does however need 
to be a recognition that this will develop and adapt as the company and the 
partnership grows.

4.6 Cumbria will review its current management and oversight arrangements to 
ensure they remain appropriate in both a transitional and in a post pooling 
environment. Specifically Cumbria needs to review and agree what 
engagement and at what level it expects to have with the company on 
investment matters. Officers and advisors will be working on this governance 
review over the coming months and will present options for consideration by 
Members to a future meeting. 

5.0 OPTIONS

5.1 This report is intended to provide an update for the Pensions Committee on 
progressing the pooling of LGPS assets. As such, there are no options for 
the Committee to consider with regard to this paper. 



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 and 
these will be updated once the future budget and operating charge are agree 
with BCPP Ltd.

6.2 The internal staffing requirement and additional external investment advisory 
support required to support this project continues to be a demand on the 
team at the same time as other additional competing deadlines. However the 
importance of this project to the long term solvency of the Fund is so 
significant that this project must continue to be fully resourced and supported 
until the project is brought to completion.

6.3 There are no further resource and value for money implications associated 
with this paper. 

7.0 LEGAL IMPLICATIONS

7.1 As the contents of this report are for members to note there are therefore no 
direct legal implications. 

8.0 CONCLUSION

8.1 Work is progressing with the pooling of assets across the LGPS. Council 
have formally approved that assets from the Cumbria Pension Fund should 
be pooled within the BCPP Ltd. 

8.2 The company has now been incorporated and the appointment of the 
company executive team is nearing completion.

8.3 Once these appointments are formalised the project needs to progress to 
the next stage which involves the Funds focussing on becoming an 
intelligent client, with their initial involvement being to approve the initial 
asset offering from BCPP Ltd, the five year strategic plan and budget,  
operating charging policy.   

Julie Crellin
Assistant Director – Finance (S151 Officer)

10th September 2017

APPENDICES



Appendix 1 – Agenda and draft Minutes of Joint Committee 6th June 2017. 
Appendix 2 – Joint Departmental response to Spring update on BCPP.
Appendix 3 – BCPP Draft Asset Template. (Part 2)
Appendix 4 – BCPP Draft Asset Transition Template. (Part 2)
 

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

NoHas this matter been considered by Overview and Scrutiny?
If so, give details below.

NoHas an environmental or sustainability impact assessment been 
undertaken?

NoHas 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.
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