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INTRODUCTION 

An Authorised Fund Manager ('AFM') must conduct, at least annually, an assessment of value for each 

unit class in each of the funds that it manages. The Financial Conduct Authority (FCA) rules prescribe 

a minimum set of components which need to be considered to determine if 'value' is being provided to 

investors, and that costs and charges are justified in this context.  

This report is the Assessment of Value for the Border to Coast Authorised Contractual Scheme (“the 
Scheme”) for the year ended 31 March 2025.  

As at that date, the Scheme was comprised of ten funds and the results of our assessment are 

summarised below, with further detail provided later in the report. 

  
Notes: 

- N/A: insufficient time over which to judge information 

- The criteria for comparable services and classes of units are not included as they are not applicable for Border to 

Coast (as explained in the report below) 

Border to Coast focusses on the delivery of good customer outcomes in all the funds. The following 

describes how the Company, as AFM of the funds, approaches the assessment and the range of factors 

considered by the Company's Board of Directors for each component. This annual exercise is 

performed in addition to and in conjunction with the regular fund reviews which the Company undertakes 

in line with its product governance obligations. 

The UK Real Estate Fund, which sits within a separate ACS, has been excluded for this report as the 

fund only went live in October 2024 and the Board has concluded this is an insufficient period on which 

to form an assessment. 

COMPONENTS OF THE ASSESSMENT OF VALUE 

COLL 6.6.20 sets out minimum criteria on which the assessment must be based: 

1. Quality of Service 

2. Performance 

3. AFM Costs and Charges 

4. Economies of Scale 

5. Comparable Market Rates 

6. Comparable Services 

7. Classes of Units 

Fund Launched FUM £bn Management
Performance 

Timeframe

Quality of 

Service
Performance AFM Costs

Economies of 

Scale

Comparable 

Market Rates

Border to Coast UK Listed Equity 02/07/2018 3.37 Internal 5

Border to Coast Overseas Developed Markets Equity 09/07/2018 7.84 Internal 5

Border to Coast Emerging Markets Equity 02/10/2018 1.30 Hybrid 5

Border to Coast UK Listed Equity Alpha 19/11/2018 0.95 External 5

Border to Coast Global Equity Alpha 30/09/2019 4.89 External 5

Border to Coast Sterling Investment Grade Credit 06/02/2020 3.96 External 5

Border to Coast Sterling Index-Linked Bond 08/10/2020 1.97 Internal 5 N/A

Border to Coast Listed Alternatives 31/01/2022 0.90 Internal 5 N/A

Border to Coast Multi Asset-Credit 14/10/2021 4.09 Hybrid 5 N/A

Border to Coast Emerging Markets Equity Alpha 01/08/2023 0.75 External 5 N/A

Criteria
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ASSESSMENT 

The following summarises the approach (in italics) and the conclusions reached by the Company's 

board of directors. 

1. Quality of Service 

Consideration is given to the range, nature, extent and quality of the services provided directly to 

investors or those services undertaken on their behalf, and whether investors have benefitted from 

these services. This review covers the services performed by the Company and its material outsourced 

suppliers, which includes ongoing assessments of: 

• The quality of both internal and external investment managers, including their processes 

(trading, risk management, compliance, technology, research and operational capabilities) and 

the integration of Environmental, Social & Governance risk factors into the investment process. 

• The quality of the administrative and investor services provided to the funds by Northern Trust, 

a global custodian bank.  

• The quality of the Custodian and the Depositary, also performed by Northern Trust. 

Investors receive clear and timely communications, and the level of information provided to each assists 

them in making informed decisions regarding their investments. In addition to ongoing relationship 

management support from the Company, investors receive the following documentation: 

• Monthly valuations 

• Monthly fund fact sheets 

• Quarterly investment reports and stewardship and voting reports 

• Annual review of each fund shared with Joint Committee 

• Bi-annual LGPS code of cost transparency templates 

• Interim and Annual Report and Accounts 

• Annual Responsible Investment and Voting reports 

• Annual service assurance report - AAF 01/20 

We additionally carry out an annual survey of Customers to assess satisfaction 

The range, nature, extent and quality of the services provided to investors is regularly assessed and 

reflects consideration of investor feedback. Due to our investors having a longer-term focus, each fund 

(with at least a year’s trading history) was reviewed and where appropriate, actions have been taken 

as a result of the review. Investors received clear communications and relevant information at 

appropriate times to enable them to make informed decisions regarding their investment and the service 

delivered has been timely and of an appropriate quality. 

2. Performance 

Consideration is given to whether fund performance is within a reasonable range of outcomes relative 

to its objective, policy and strategy when measured over an appropriate time period (5-years). 

Performance is also considered in the context of the relevant benchmark and target and whether the 

fund operated in accordance with its respective risk limits and investment restrictions. 

If performance is not considered to be satisfactory then the following may be taken into account where 

relevant: 

• Explanations for any underperformance provided by the external and/or internal investment 

managers as part of the Company's fund performance governance model. 

• Any appropriate steps (such as consideration of changing the investment objective, policy, 

strategy or investment personnel) that have been taken or are intended to be made and aim to 

improve fund performance. 
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• The Company may also consider changing the Investment Manager or closing the fund where 

no other viable options are available. 

Further information on the specific performance of individual funds is included in the Investment 

Manager Report section of the Scheme’s Report & Accounts covering the period relevant to this report, 
which has been made available to investors and prospective investors in the Scheme. 

The Sterling Index-Linked, Listed Alternatives, Multi-Asset Credit and Emerging Markets Equity Alpha 

funds have been excluded from the performance assessment as these funds have not reached their 

five-year performance evaluation period and the Board considers this to be an insufficient timescale to 

form an assessment given the longer-term objectives of these funds.  

Our assessment is made within the context that six of our funds have reached their performance 

evaluation period of 5 years. This is of particular importance given the focus of our investors, the Local 

Government Pension Scheme, on risk-adjusted, long term performance net of fees.  

Three Funds have outperformed their benchmark over the 5-year assessment period. They are also 

ahead of their market benchmark over a 3-year period. The Overseas Developed Equity Fund and the 

Global Equity Alpha Fund are the two largest ACS funds we manage. The Sterling Investment Grade 

fund also outperformed. 

• The Overseas Developed Equity Fund is an internally managed Global ex-UK Equity Fund. It has 

demonstrated a consistently high information ratio over the five-year period with alpha generation 

coming from all regional equity sleeves (US, Europe, Japan and Asia). Returns have been driven 

by strong stocks selection.  

• The Global Equity Alpha Fund combines complementary high conviction external equity 

managers. Returns here have been driven by stock selection and a balance of factor exposures. 

• The Sterling Investment Grade Credit Fund combines specialist UK Fixed Income managers who 

individually and collectively have selected corporate bonds that have generated returns in excess 

of the sterling Non-Gilt Index.  

Three funds, UK Listed Equity, Emerging Markets Equity and UK Listed Equity Alpha, have a five-year 

performance below their benchmark. A wider assessment for each of these is given below: 

• The UK Listed Equity Fund has underperformed the benchmark over 1, 3 and 5 years but has 

outperformed since inception. The risk profile of the fund has been consistently at the lower end 

of the expected range. In terms of 5-year performance attribution, positive stock selection in 

Consumer sectors has been offset by weaker stock selection in Industrials. The costs of operating 

the fund are significantly lower than a representative peer group. The fund’s performance over 
this period is rated as Amber. 

• The Emerging Markets Equity Fund underperformed in the year to March 2025, and is behind 

benchmark over 3 and 5 years and since inception. Historic events have remained a longer term 

drag on performance, notably being positioned overweight to Russian securities on the eve of the 

invasion of Ukraine. However, more recent underperformance has been driven by negative alpha 

from the two China Managers. A deep-dive review of the China managers was conducted in 

Q4 2024 with the Team retaining conviction in the managers but continuing to engage closely. 

The Fund has remained well within risk guidelines and exhibits a favourable fundamental profile, 

with better quality, growth and ESG/carbon metrics than the benchmark, without paying a 

meaningful premium (versus the market) for these characteristics. Due to the internally managed 

sleeve and economies of scale with the external China specialists, the Fund has a favourable 

cost profile versus similar emerging market funds. The fund’s performance over this period is 

rated as Red. 
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• Although the UK Listed Equity Alpha Fund beat its performance target in calendar 2024, it has 

had a disappointing first quarter in 2025 and is currently behind benchmark over all periods. The 

Fund is weighted towards the smaller and mid-cap sector of the market, with faster growth and 

higher quality fundamentals. Due to these characteristics, the Fund unfortunately suffered more 

than its benchmark from the high inflation and interest rate hiking cycle which ensued post-

COVID. More recently, the Fund has underperformed in a market environment that has favoured 

the larger cap, value-oriented stocks and been a headwind for the longer-duration, more 

economically sensitive smaller/mid cap growth stocks (more volatility, higher inflation 

expectations, weaker UK and global growth and lower consumer and investor confidence). The 

fund’s performance over the period is rated Amber. 

A detailed explanation of performance is included in the Investment Manager's Report for each fund 

respectively included in the Scheme’s Report and Accounts for the year ended 31 March 2025.  

3. AFM Costs and Charges 

Consideration is given to whether fees are reasonable taking into account the underlying costs for the 

services provided and the performance objectives set for the funds. 

The underlying fees, costs and expenses are expressly listed in the relevant section of the Prospectus 

for each fund, but in summary cover the following payments: 

• Annual Management Charge (payable to the Company) 

• External Investment Manager (where applicable) 

• Depositary 

• Custodian 

• Transfer agent 

• Scheme auditor 

All costs paid out of the fund assets are detailed within the Scheme’s audited annual report and 
accounts.  

All charges to the funds are paid out of custody accounts which are overseen by the Depositary. 

Expenses must be detailed and allowable under the prospectus to be permissible. The prospectus has 

been drafted in line with advice from our external legal Counsel (Eversheds LLP and following approval 

from the Depositary. Any changes are submitted to the FCA and may require both their and investor 

approval. 

Border to Coast is a signatory to the LGPS cost transparency code. Investors receive twice yearly 

transparency templates detailing all the underlying costs associated with their investments.  

The fees charged to the funds and the costs invoiced to the Partner Funds are considered to be 

reasonable when taking into account the underlying costs for the services provided and the 

performance objectives set for each fund.  

4. Economies of Scale 

Consideration is given to whether investors have benefitted from the Company’s ability to negotiate 
favourable pricing with service providers as a result of the scale that pooling brings. 

The Company was established as one of eight national pools to help drive a range of benefits. As a 

non-profit making firm, all favourable pricing benefits obtained due to our scale and use of open 

procurements are directly transferred to our investors. 
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Thanks to our scale, we are able to deliver value to our Partner Funds across a range of measures, not 

only costs. These range from increased investment in fundamental research and risk analysis; a 

broader and more robust investment team; increased access to investment opportunities; a 

strengthened governance framework; more influence on behalf of our Partner Funds on responsible 

investment and other policy matters; cost savings through joint legal advice with Partner Funds and the 

delivery of cost savings across the pool. The Board concluded that all investors have benefitted to 

various degrees from these economies of scale. 

5. Comparable Market Rates 

Consideration is given to whether the fees paid for each service provided to each fund and the fees 

charged directly to each investor are reasonable compared to fees for similar services in the market. 

Given the Company’s public ownership, it must adhere to Public Sector Procurement rules, including 
public contracting rules for significant competitive tenders of services within scope of the regulations. 

For lower value procurements, the Company’s own procurement policy defines the process by which 
all services must be obtained, which includes assessing value for money against both quality of service 

and price and obtaining comparable market quotes where appropriate. 

The Company is subject to an annual budgetary approval cycle which ensures any material change to 

costs is subject to investor scrutiny and ultimate approval. 

As the Company now has sufficient trading history to be at a stable operating base it is now in its second 

year of benchmarking of its costs, supporting independent comparator data. 

The fees paid for each of the services provided to the Scheme were competitive relative to those 

services provided to similar funds within the UK regulated funds market.  

6. Comparable Services 

The AFM only manages this Scheme and as there are no other comparable services offered to 

investors, this assessment is not required. 

7. Classes of units 

As no investor is paying a different charge to access different classes of units (including income and 

accumulation units), this assessment criteria is not applicable. 


