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1. Teesside Pension Fund – Introduction and Responsibilities 

1.1 Middlesbrough Borough Council is the administering authority for the 
Teesside Pension Fund (the Fund).  The Fund was created after the 1996 local 
government re-organisation where Cleveland County Council was abolished, 
and four unitary local authorities of Hartlepool Borough Council, 
Middlesbrough Borough Council, Redcar & Cleveland Borough Council and 
Stockton Borough Council were created.  Statutory Instrument 1995 No. 2894 
names Middlesbrough Council as the designated authority for the Fund, and 
Statutory Instrument 1996 No. 185 specifically names Stockton Borough 
Council as part of the Fund. 

1.2 To manage and administer the Fund, Middlesbrough Council set up the 
Teesside Pension Fund & Investment Panel (the Panel).  The Panel has 
plenary powers to make decisions and set policies without reference or 
interference from Middlesbrough Council.  The Panel has 15 voting members, 
11 from Middlesbrough Council, one from each of the other local authority 
employers and one representative from the other Fund employers. 

1.3 The Fund’s investment responsibilities are set out in the Fund’s Statement of 
Investment Principles (SIP).  In summary, the Panel is responsible for setting 
the SIP and monitoring compliance, appointing investment managers and 
reviewing their performance.  The Fund’s Investment Advisors are 
responsible for supporting the Panel and recommending suitable strategic 
long and tactical short term asset allocation.  The Head of Investments is 
responsible for investing the Fund in suitable asset that comply with 
prevailing legislation and fit in with the agreed asset allocation set by the 
Panel.  The Director of Strategic Resources oversees the work of the Head of 
Investments on behalf of the Panel. 

2. Fund Governance & Fiduciary Duty 
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2.1 In the private sector, most occupational pension schemes are established 
under trust law.  Under a trust, named people (trustees) hold property on 
behalf of other people (beneficiaries).  Trustees owe a duty of care to their 
beneficiaries and are required to act in their best interests, particularly in 
terms of investment decisions (fiduciary duty). 

2.2 The definition of fiduciary duty is enshrined in case law, but it is clear that 
pension fund trustees have a fiduciary duty to invest “in the best interests of 
members and beneficiaries.”  This is based on the common law of loyalty, 
which exists to ensure that trustees avoid conflict of interest, and do not 
abuse their position to further their own ends. 

2.3 The Fund complies with the Local Government Pension Scheme – Governance 
Compliance Statements (Statutory Guidance – November 2008).  In this 
document the role of Members of the Panel is clarified, and states Members 
have a responsibility for the effective stewardship and management of the 
Fund.  The Members of the Panel are acting as trustees of a trust-based 
private sector pension fund would; as fiduciaries of the Fund. 

2.4 As fiduciaries, Members of the Panel must avoid conflicts of interest when 
making decisions and setting policies for the Fund.  These policies and 
decisions must solely be in the best interests of the Fund, and ignore all other 
matters concerning Panel Members either personally or professionally.  It is 
for this reason the Panel has plenary powers, so the Fund’s policies and Panel 
decisions are protected, and the Administering Authority and other 
employers cannot over-rule or change these policies or decisions. 

3. Positive Engagement v. Negative Screening 

3.1 Two key policies made by the Panel in the past are: 

 To comply with the prevailing legislation, the Local Government Pension 
Scheme (Management and Investments of Funds) 2009 (Statutory 
Instrument 2009 No. 3093) with no further restrictions on investments, 
and 

 To delegate all investment decisions to the Head of Investments, giving 
the Panel the ability to review, scrutinise and criticise the performance of 
the Fund with independence. 

3.2 If the Panel Members started to impose restrictions on investments, those 
restrictions would be investment decisions and the Panel would lose its 
independence when reviewing performance.  Also, the issue of restrictions, 
through negative screening of stocks or industries, has been discussed by the 
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Panel before, both formally and informally, and each time the Panel decided 
not to restrict investments and positively engage with companies.  The Panel 
considers this is in the best fiduciary interest of the Fund. 

3.3 In order to more effectively pursue the policy of positive engagement, the 
Fund is an active member of the Local Authority Pension Fund Forum (the 
Forum), a grouping of Local Authority funds with investments over £100 
billion. 

3.4 The Forum has already prepared a briefing paper for its members on the new 
Local Authorities’ public health functions and issues for Local Authority 
pension funds.  Next, the Forum intends to meet with the professional body 
for Directors of Public Health to better understand their role and the 
restrictions imposed on the tobacco industry in the UK.  They will then 
schedule meetings with management representatives from British American 
Tobacco (BATS) and Imperial Tobacco, the two major British tobacco 
companies.  At these meetings, the Forum will identify how these companies 
have worked with public health officials in the past to improve tobacco 
products and make them less unhealthy, and the effect the UK restrictions 
have had on their business. 

4. Conclusion 

4.1 Members of the Panel have a responsibility for the prudent and effective 
stewardship of the Fund.  This includes protecting against employer-led 
actions which are not in the best interests of the Fund.  In this instance, 
Members of the Panel cannot allow the public health responsibility of Local 
Authorities interfere with the running of the Fund, otherwise they are in 
breach of their fiduciary duty. 

4.2 However, there is recognition of the impact of public health promotion on 
the tobacco industry and the potential impact on future investment returns.  
The Fund are working together with other LGPS funds as a collective to gain a 
better understanding of the tobacco industry and how they are working with 
public health officials and complying with the requirement of the WHO 
Framework Convention on Tobacco Control. 

 

 

 


