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

UPDATE ON POOLING OF PENSIONS ASSETS 
ACROSS THE LGPS – UPDATE VIII
1.0 EXECUTIVE SUMMARY

1.1 This report updates Members on the high level activities undertaken 
across the BCPP project work streams since the last meeting. 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 by June 2018. 

1.2 The paper also outlines the potential work programme and decisions 
that may be required to be undertaken by the Fund to ensure it has the 
appropriate governance and resources in place going forward. The 
Fund will be required to develop to meet its changing role throughout 
and post the transition of assets into BCPP Ltd. The initial asset 
template approved by the Joint Committee on the 20th October and 
supporting transition plan are shown at Appendix A.  

1.3 This will inevitably be an evolving situation over the next three years as 
the Joint Committee moves from its current role of implementation 
management through transition oversight into a steady state role as 
collaborative client liaison on investment performance and 
engagement and the company develops to take on the direct 
management of the Partner Fund’s assets. 

1.4 To date, project implementation has been overseen by the Joint 
Committee. As the senior management team is recruited, finalising the 
implementation will be transferred to BCPP Ltd. As the project moves 
from implementation to “steady state” there will be a need for a change 
in emphasis so that it focuses more on the issues specific to the 
Partner Funds in managing the performance of BCPP ltd. Specifically 
Cumbria, through its representatives on the Officer Operations Group 
(OOG) and the Statutory Officer Group (SOG) and Member on the Joint 



Committee will need to ensure that any risks specific to itself are 
adequately represented in the collaborative register. 

1.5 The paper also details the joint BCPP autumn submission to DCLG. 
The response to this is currently awaited.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The Cumbria Pension Fund has assets of £2.523bn, and liabilities of 
£2.573bn (30th September 2017). Investment strategy i.e. asset 
allocation and associated 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 both collectively and 
individually by each Fund in the pool.  

2.3 To ensure the excellent long term investment performance of the Fund 
continues after joining BCPP, while it is accepted that there will need to 
be compromise on manager choice the guiding principle i.e. that asset 
allocation is a Fund decision and that it is the pool’s responsibility to 
deliver sufficient choice to meet requirements, must not become so 
limited as to compromise potential performance.

2.4 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.

2.5 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 
BCPP Ltd.

4.0 BACKGROUND

PROJECT IMPLEMENTATION ACTIVITY FOR THE PERIOD TO NOVEMBER 2017 AND 
PLANNED ACTIVITY TO MARCH 2018 



4.1 This report updates Members on the high level activities undertaken across 
the BCPP project work streams since the last meeting and the actions 
planned for the period up to March 2018. The target being to work 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 by June 2018.
 

4.2 The focus of project implementation activities over the preceding three 
months has been the:- 

 recruitment of the BCPP Ltd Board members, senior investment 
staff and the regulatory and compliance controlled function 
holders; 

 completion of the target operating model including the 
procurement of the associated service tenders; 

 agreement by the Joint Committee of the initial BCPP asset 
template offering and the associated transition plan; 

 completion of the Financial Conduct Authority (FCA) authorisation 
approvals and 

 progression of work to agree a final preferred property to negotiate 
on lease heads of terms. Securing the required working capital 
loan to BCPP Ltd to complete the final stage of the implementation 
(including the required guarantees from the partner funds to 
support SYPA in lending this money to BCPP Ltd)

 detailed consideration of 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 to support as a 
minimum its requirements for those staff that will transfer under 
TUPE. 

4.3 The recruitment of the BCPP Ltd Board is now complete with the following 
appointments having been made:-

Chair Chris Hitchin

Non-Executive Director 
(NED)

Lead for Audit & Risk 
Committee

Tanya Castell

Lead for Remuneration 
and Nominations 
Committee

Enid Rowlands

Chief Executive Officer 
(CEO)

Rachel Elwell



Chief Operations 
Officer (COO)

Fiona Miller

The Board held its first and subsequent meetings in shadow form on the 18th 
October and 22nd November. The interim Directors are due to resign and the 
newly appointed permanent Directors formally take up their positions 
imminently.

4.4 Following a recommendation from the BCPP Ltd Chair – Chris Hitchin 
Members of the Joint Committee agreed at the meeting on 20th October that 
the Chief Investment Officer (CIO) not be appointed as a Director. His 
rational being that the CIO should be focused on investment activity not 
corporate matters and that it is the Board’s responsibility to hold the CIO to 
account for the investment performance of the company – this was 
unanimously supported.

4.5 Additionally due to the need to ensure cultural alignment in the emerging 
ethos of the Company the Chair also recommended that two new 
Shareholder Directors positions be considered. Members broadly supported 
the principle that more direct LGPS involvement in the Board was desired, to 
ensure the company stays true to Local Government Principles throughout 
the early stages of its development. However, consideration of how or which 
individuals should be chosen to undertake these roles was remitted to the 
Governance sub-group to review and make a further recommendation to the 
next Joint Committee. Due to the potential governance, conflict and 
remuneration issues that were identified in the paper surrounding this 
proposal the Statutory Officer Group recommended that a senior legal 
representative from one of the Funds be present at this meeting to provide 
advice to Members.  It was agreed that in the interim the Chair and the Vice 
Chair of the Committee should attend the next Board meeting as observers. 

4.6 Recruitment for the following FCA controlled function posts (Chief 
Investment Officer, Chief Risk Officer, Compliance Officer) is currently in 
progress.

4.7 The future project activity implementation focus over the next 12 weeks 
through to March 2018, includes:-

 Concluding the procurement and starting the implementation of 
the Third Party Administrator (TPA), ICT Investment Platform and 
Corporate ICT.

 Payroll implementation.
 Progressing with the FCA application process, including finalising 

all required corporate policies.
 Concluding the lease and fit out contracts for the preferred 

property.



 Securing shareholder approval for the pension funds to be offered 
by BCPP Ltd to its employees and then securing a provider for the 
required Defined Contribution scheme.

 Completing and gaining shareholder approval for the annual 
operating budget and cost apportionment principles. 

 Progressing with the next tier of recruitment.
 Agreeing the prospectuses of each sub-fund offered.
 Planning the transition of assets into BCPP Ltd.
 Procuring the services of an external and internal auditor, finance 

and HR system, property services providers, insurances, etc.  
 Registering with the required tax bodies. 

FUTURE DEVELOPMENT OF INVESTMENT GOVERNANCE AND MONITORING CONTROLS 
WITHIN THE CUMBRIA FUND IN RELATION TO BCPP LTD.
  
4.8 In addition, shown at Appendix B, is the BCPP implementation high level 

Risk Register, which highlights by exception any key areas for consideration 
by Members in the on-going implementation. This register is owned by the 
BCPP Joint Committee. As the project moves from implementation to 
“steady state” there will be a need for a change in emphasis so that it 
focuses more on the issues specific to the Partner Funds in managing the 
future investment performance and costs of BCPP ltd. 

4.9 Cumbria, through its representatives on the Officer Operations Group (OOG) 
and the Statutory Officer Group (SOG) and Member on the Joint Committee 
will need to ensure that any risks specific to itself are adequately 
represented on the Joint Committee Register but that these are also kept 
aligned to its individual register. 

4.10 All Funds, including Cumbria will need to consider how they will establish 
individual and collective governance arrangements to manage the long term 
performance of their chosen pooling option both throughout the agreement 
of the sub-fund prospectuses (i.e. the final specific asset offering), the due 
diligence required to transition of the assets into the pool and going forward 
once the assets are transitioned the management of performance and 
operational governance of the company. As agreed at the last meeting this is 
a core piece of work that will need to be completed prior to the transition of 
assets. 

4.11 In Cumbria the planning for this is well advanced with resource secured 
through the support of the Committee for additional budget to enable the 
strengthening of the investment and governance teams with both the 
provision of additional resource and the up skilling of the Funds investment 
staff through support for attainment of professional qualifications. 

4.12 This will not be a static situation but will evolve over the next three years as 
the assets are transitioned into BCPP Ltd and the client interfacing role (both 
individual to each Fund and as a collective) becomes established as one of 



investment performance and cost oversight rather than transition 
management. 

4.13 The Annual Business Plan has resources allocated for Cumbria to review its 
current management and oversight arrangements to ensure they remain 
appropriate in both a transitional and in a post pooling environment. 
Furthermore there is a recommendation from the Local Pension Board that 
the Committee consider commissioning an external review of this area to 
identify best practice and any potential areas for development. 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.

4.14 The core focus in developing new governance structures must be on 
ensuring sufficient control continues to reside with the Funds to ensure that 
the top-decile long-term risk adjusted net of fees performance previously 
achieved by the Fund continues to be delivered and that the anticipated cost 
savings from pooling are delivered.

BCPP AUTUMN UPDATE SUBMITTED TO DCLG AND THEIR RESPONSE

4.15 Following the spring pool updates to DCLG a universal joint departmental 
(DCLG, Cabinet Office and HM Treasury) response was received by all the 
pools. This was circulated by email to Members in August.

4.16 Clarification has since been received from Officers at DCLG that references 
to Funds not pressing on as expected was actually only relevant to three 
Funds, none of which are in BCPP or to pools not building towards an 
appropriate regulatory structure does not apply to BCPP. That for BCPP 
they are in fact supportive of the regulatory model chosen and 
acknowledged the progress now being made in BCPP.    

4.17 Following approval by the Joint Committee the Autumn update was 
submitted to DCLG on the 20th October (shown at Appendix B). There were 
no material changes to that submitted in the Spring other than to update 
DCLG on the appointment of key posts.

4.18 Informal feedback was received from officers at DCLG on 7th November 
acknowledging the material progress that there had been in recruitment of 
the Board positions and the procurement of the TPA. A request for further 
information on the information provided on savings achieved to date from 
manager fee reductions was made and the required information was 
supplied in November 2017. A further request was also made to be kept 
informed of when the FCA application was actually submitted.  

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.



5.2 Members may opt to raise any items of clarification with the Chair to 
take forward at the next Joint Committee on 16th January 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 with BCPP Ltd. following presentation and a 
recommendation to do so is received from Members at the January 2018 
Joint Committee.

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 completed.

8.3 It is now time for the Funds to delegate the completion of the implementation 
of the company and FCA advice permissions to the company, this was 
formally approved with the transition of the remaining implementation budget 
to the company executive at the October Joint Committee.

8.4 The Funds both individually and as a collective now need to focus on 
becoming an intelligent client, with their initial involvement being to approve 
the initial asset offering from BCPP Ltd, the individual sub-fund 
prospectuses; the five year strategic plan and budget, operating charging 
policy, etc.



Julie Crellin
Assistant Director – Finance (S151 Officer)

5th December 2017

APPENDICES

Appendix A – BCPP Approved Initial Asset Template and Transition plan
Appendix B – BCPP Autumn Update to DCLG

Electoral Division(s): *

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.

No*Has an environmental or sustainability impact assessment been 
undertaken?

No*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.
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Contact: Fiona Miller, Senior Manager – Pensions & Financial Systems (Deputy 
S151 - LGPS)
01228 226280 fiona.miller@cumbria.gov.uk
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