
 
Regulatory and Other Committee 

 

Open Report on behalf of Pete Moore - Executive Director of Finance and 
Public Protection 

 

Report to: Lincolnshire Pension Board 

Date: 10 January  2019 

Subject: Border to Coast Governance Review   

Decision Reference:   Key decision? No   

Summary:  

This report details the governance structure of Border to Coast, identifying the 
key stakeholders and their respective roles. 

 
 

Recommendation(s): 

That the Board note the report. 
 

 
Background 
 
1 At the October meeting of the Pension Board, it was requested that Officers 

bring a paper detailing the governance arrangements surrounding the 
Fund's asset pool, Border to Coast Pensions Partnership (Border to Coast).   
 

2 There are a number of different key stakeholders across Border to Coast, all 
with varying interests in different aspects of how Border to Coast performs.    
The investment performance and capability is overseen by the Partner 
Funds on a day-to-day basis by senior officers and formally on a quarterly 
basis by the Joint Committee.  Border to Coast's performance as a company 
is overseen by shareholder representatives from the twelve administering 
authorities, both on an ongoing basis and formally once a year at its AGM.   
 

3 The Partner Funds and Border to Coast work collaboratively to build the 
investment capabilities required to ensure that the Partner Funds are able to 
efficiently and effectively deliver their strategic asset allocations.  However, 
in order to hold Border to Coast to account and to meet FCA requirements 
for a regulated asset manager, the governance structure is designed to 
ensure sufficient independence between the Partner Funds and Border to 
Coast during implementation and on-going management of sub-funds.    
 

4 The diagram below shows the governance structure in place to ensure 
proper oversight of Border to Coast is carried out both from a shareholder 
and an investor perspective.  Further information is then provided on each 
of the stakeholder groups shown, highlighting their roles and responsibilities 
in relation to the overall governance structure.   
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Border to Coast Governance structure:  
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Administering Authority (and Pensions Committee) – as the Investor 
 
5 Each local Administering Authority acts as scheme manager for each 

Pension Fund, and so is responsible, amongst other things, for investing 
and managing LGPS assets.  The Pensions Committee is the decision 
making body and as such sets the strategic asset allocation and investment 
strategy for the Fund. 
 

6 To enable the Funds to effectively and efficiently implement their investment 
strategy, Border to Coast, in partnership and working closely with the 
Partner Funds, is responsible for designing sub-funds with certain risk / 
return / liquidity characteristics that will provide the strategic “building blocks” 
for Funds to invest in. 
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7 Once the design is agreed, Border to Coast becomes the asset manager 
responsible for tactical matters such as implementation and ongoing 
management of each sub-fund, management of internal investment 
capability, appointment and oversight of external managers, implementation 
of responsible investment (voting and engagement) policy, and tactical asset 
allocation within risk parameters agreed with the Funds. 
 

8 The Funds are responsible for the review of whether the built sub-fund 
meets their strategic needs and, under their fiduciary duties, will review 
Border to Coast’s capability to deliver the objectives.  This is done 
collectively through the groups/individuals shown in the paragraphs below.  
 

Joint Committee (Investor role) 
 

9 The Joint Committee (JC) is constituted from the 12 Pension Fund 
Committee Chairs and meets quarterly. It is the collaborative vehicle through 
which the individual Partner Funds provide collective oversight of the 
performance and direction of Border to Coast. Its remit includes oversight of 
progress towards the pooling of Partner Fund assets as a whole. 
 

10 As a S102 Committee there are agreed Terms of Reference and as these 
are public meetings they are operated and reported as is required. It should 
be noted that the JC does not have any formally delegated authority, and 
therefore any matters requiring decision must be considered and approved 
by each Pension Committee. 
 

11 The Chair and Vice Chair of the JC are elected by the members of the JC on 
an annual basis. Secretariat functions to support the Joint Committee are 
provided through South Yorkshire Pensions Authority. Tyne & Wear Pension 
Fund act as host authority for all other matters. 
 

Officer Groups (Investor role) 
 

12 The JC is supported by the respective Statutory Officers (S151 and 
Monitoring Officers) and the Officer Operations Group (“OOG”), constituted 
from the twelve Senior Pension Fund Officers. These groups meet to 
discuss issues and give input to both Elected Members and Border to Coast 
as required.  
 

13 The OOG meet monthly, with part of the meeting being attended by Border 
to Coast, and part in closed session. The OOG work collaboratively to 
ensure that due diligence over Border to Coast investment capabilities is 
carried out effectively on behalf of the Pension Committees. 
 

Local Pension Board (Investor role) 
 

14 In line with their role in other administrative and governance matters, the 
local pension boards provide support and challenge to the Pension 
Committee’s decisions and decision-making process in relevant investment 
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areas, and look to ensure appropriate governance is in place to provide 
effective monitoring. 
 

Advisors (Investor role) 
 

15 Regulations require that Pension Funds take professional advice in respect 
of any investment decisions, and this is generally provided through Funds 
appointing Independent Investment Advisors and/or Investment Consultants. 
They will work with the Pensions Committee and Officers to ensure that the 
strategic asset allocation can be effectively implemented through the use of 
the sub-funds available at Border to Coast. 

 
Administering Authority – as the Shareholder 

 
16 Each Partner Fund also has the right to exercise corporate control and 

oversight through its Administering Authority’s ownership of Border to Coast 
as an equal shareholder.  Each Fund, as shareholder, owns a single equity 
voting share, and through the exercise of its voting rights across a range of 
reserved matters demonstrates its exercise of “significant control” as 
required under “teckal” (Border to Coast Pensions Partnership is a teckal 
company i.e. one that is set up under the Teckal procurement exemption). 

 
17 In general, shareholders’ role in the governance of a company is to appoint 

the directors and the auditors and to satisfy themselves that an appropriate 
governance structure is in place within the company. In the case of the 
Border to Coast, shareholders also retain certain rights under a Shareholder 
Agreement entered into by all shareholders at the time of its incorporation, 
including approval of the annual Strategic Plan (including: annual Budgets, 
cash flow, balance sheet, cost sharing and regulatory capital assessment), 
Company pensions provision, admission of new shareholders and cost 
sharing.  

 
18 The shareholder representative must be a nominated individual, as the 

Administering Authority cannot physically appear at a Company’s 
shareholder meeting. The shareholder representative for Lincolnshire is the 
Executive Director of Finance and Public Protection.  The shareholders 
carry out their duties typically by written resolution, with advice from the 
officers, Section 151 and monitoring officers, as deemed appropriate.  
 

19 Border to Coast will hold an Annual General Meeting to provide the 
shareholders with a forum for discussion about the Company’s performance 
against the wider pooling objectives and to hold the Border to Coast 
directors to account for this. This would also provide a forum for discussion 
regarding future strategic capability build and agreement for changes to the 
budget to support such developments.  The primary Border to Coast contact 
for shareholders will be with the Chair, Chief Executive Officer (CEO) and 
Chief Operating Officer (COO). 
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Border to Coast Board 
 
20 The Board is collectively responsible for promoting the success of the 

Company by directing and supervising the Company’s affairs, having due 
regards to its shareholders, customers and other stakeholders as a whole.  
The Board’s role is to provide entrepreneurial leadership of the Company 
within a framework of prudent and effective controls which enable risk to be 
assessed and managed. The Board sets the Company’s strategic aims, 
ensures that the necessary financial and human resources are in place for 
the Company to meet its objectives and reviews management performance. 
The Board sets the Company’s values and standards and ensures that its 
obligations to its shareholders, customers and other stakeholders are 
understood and met. 
 

21 In carrying out these responsibilities, the Board must have regard to what is 
appropriate for the Company’s business and reputation, the materiality of 
the financial and other risks inherent in the business and the relevant costs 
and benefits of implementing specific controls. 
 

22 The Board is comprised of suitably skilled and experienced individuals who 
collectively have sufficient knowledge and understanding of all the 
Company’s markets and products to be able to discharge all their 
responsibilities in an effective, efficient and compliant manner. 
 

23 In addition to the Executive Directors and the Non-Executive Directors 
(NED), Border to Coast also has representation from its Shareholders on the 
Board, with two shareholder NED's.  
 

Border to Coast Management Team 
 

24 The Board has delegated the management of the Company on a day-to- day 
basis to the Chief Executive Officer (CEO), subject always to those matters 
reserved for decision by the Board or its committees.  The CEO has in turn 
delegated certain responsibilities to her direct reports (Chief Operating 
Officer, Chief Investment Officer and Chief Risk Officer).  A number of 
committees have been created to assist the CEO in her decision-making or 
to monitor certain activities.   
 

25 The CEO reports regularly to the Chairman and the Board with appropriate, 
timely and quality information so that it can discharge its responsibilities 
effectively. Her specific responsibilities include the following: 

 

 Strategy and Business Planning 

 Leadership and Corporate Governance 

 Human Resources 

 Pensions 

 Risk Management and Controls 

 Finance 
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 Customer Services, Conduct Risk Management and Treating Customers 
Fairly 

 Communications and Shareholder Liaison 
 
The Financial Conduct Authority (FCA) – the regulator 
 
26 Border to Coast is approved and regulated by the Financial Conduct 

Authority as an Alternative Investment Fund Manager (AIFM).  This means 
the Company and its employees must meet certain standards of conduct in 
the operation of its business.  The Regulator may carry out investigations if it 
believes that an organisation is not meeting the appropriate standards. It 
has wide-ranging powers of intervention and sanction. 
 

The Depositary 
 

27 In a regulated collective investment vehicle such as the Border to Coast 
Authorised Contractual Scheme (ACS), a depositary is appointed to act on 
behalf of investors.  Northern Trust has been appointed as the depositary for 
the Border to Coast ACS. Its duties include: 

 Safeguarding assets of the authorised fund via its custody services or 
utilising a sub-custodian. 

 Oversight of manager’s activities e.g. unit pricing, dealing, portfolio 
management. 

 Oversight of how the manager is discharging its responsibilities. 

 Cash flow / liquidity oversight. 

 Distributions. 

 Protecting the best interests of investors. 

 Reporting breaches of FCA guidance to the FCA (including any due 
diligence findings). 
 
 

 

Conclusion
28 As can be seen from the detail above, Border to Coast has a very well 

defined governance structure, and is subject to comprehensive oversight 
and challenge from a number of key stakeholders, including investors, 
shareholders, industry and regulatory bodies.  Within Lincolnshire, officers 
have day-to-day contact with Border to Coast and regular reports are taken 
to both the Pensions Committee and the Pension Board.    

 
 
Consultation 

 
 

 
 

 

 

a)  Have Risks and Impact Analysis been carried out? 

Yes 
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b)  Risks and Impact Analysis 

The Pension Fund has a risk register which can be obtained by contacting the 
author of this report. 

 

 
Background Papers 
 
No background papers within Section 100D of the Local Government Act 1972 
were used in the preparation of this report. 
 
This report was written by Jo Ray, who can be contacted on 01522 553656 or 
jo.ray@lincolnshire.gov.uk. 
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