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Recommendation 
 

  

Members are asked to consider their views and endorse the 
recommendation that in principle LGPS Central Pool be 
structured under a regulated CIV structure and that Officers and 
the Pool proceed on this basis.  Any further development of a 
pooled solution and option appraisal will be limited to options 
that fall within a regulated CIV structure 



Story so far 

May 2013 
 

Speech by Brandon Lewis (Local 
Government Minister) opened 

up the prospect of LGPS  
fund mergers 

June 2013 
 

‘Call for Evidence’ 
consultation into  

future structure of LGPS 

May 2014  
Government’s response  

“No mergers”  
Launch ‘Opportunities for 

collaboration, cost savings and 
efficiencies’ consultation 

1 

July 2015 
 

Summer Budget 
‘pool investments to significantly reduce costs, 

while maintaining overall investment 
performance’  

‘sufficiently ambitious proposals’ 
 
 

2 3 4 5 

Nov 2015  
Investment Reform Criteria and 

Guidance issued. ‘Backstop’ 
Investment Regulation 

consultation 

6 7 

Feb 2016 
 

LGPS Funds’ initial 
response to consultation 

July 2016 
 

LGPS Funds’ detailed 
response to Criteria 

8 

April 2018 
 

Start to transition  
assets 

 



Government Criteria 

Benefits of  
scale (at least  
£25bn in  
assets) 

Strong  
governance  
and decision  
making 

Reduced  
costs and 
excellent  
value for  
money 

An improved  
capacity and  
capability to  
invest in  
infrastructure 

1 2 3 4 



Cheshire 
Nottinghamshire 

Leicestershire 

Shropshire 

Staffordshire 

Worcestershire 

Derbyshire 

West Midlands 

LGPS Central 



Likely Other Pools 

Pool £bn** 

 Borders to Coast* 35 

 Access 33 

 London  25
 Brunel 23 

 Wales 13 

 LGPS Central* 34 

 Northern Powerhouse/LPFA* 44 

Total   207 

*Has external and internal management 
**As at 31 March 2015  

Please note that the LPFA has linked with the 
Lancashire Pension Fund; all other London 
boroughs remain separate 



Work to date 

• LGPS Central Funds have like-minded  
 principles  
 
• Statement of Commitment  
 
• One Fund, One Vote a key feature  
 
• Regular cycle of Officer meetings 
 
• Strong commitment 
 
• Chairs, Vice-Chairs and Section 151 Officers event held 
 January 2016 (more planned) 
 
• Joint submission February 2016 



Next Steps – By July 2016 

• Develop detailed proposal  
 

– Legal Structure 
– Governance structure  
– Decision-making processes 
– Implementation timetable 
– Savings 

 
• 1st Key decision Legal Structure 
 
• Commissioned Eversheds 
 
• Clear consensus Officer/Group recommendation 
 
• Each Participant Committee to endorse 
 



Two Options considered 

 
Option 1 
 
• Collective Investment Vehicle (CIV) 
  
  -  Incorporating an FCA Regulated entity 
 
Option 2 
 
• Combined Asset Pool (CAP) 
   
  - No legal definition 
 
  - Not a separate entity 
 
  - Joint Committee  
 
 



Option 1 - CIV 

Administering  
authority 1 

Administering  
authority 2 

Administering  
authority 3 

Investment Strategy Investment Strategy Investment Strategy 

Joint Committee  

Operator 
FCA Regulated  

Management & administration of fund 

Appointment of Managers & service providers 

Risk and Compliance 

Shareholder Role 
Oversight Role 

Unauthorised 
limited 
Partnership(s)  
(no sub-funds) 
• Private Equity 
• Infrastructure 
 

ACS                     
• Equities 
• Bonds 
• Direct 
Property 
• Hedge funds 
 
Internal & 
External mgt 
Passive & 
Active 

Life policy 
• Passive 
Equities 
•Passive 
Bonds 

Exempt 
unauthorised 
unit trust  
(multiple sub-
funds)  
• Property 
 
 
 

Sub Funds 



Option 2 - Combined Asset Pool 

Administering  
authority 1 

Administering  
authority 2 

Administering  
authority 3 

Investment Strategy Investment Strategy Investment Strategy 

Governance Joint Committee  

Officer Working Group 

Administering  
authority 1 

Administering  
authority 2 

Administering  
authority 3 

Manager 

A 
Manager 

B 

Manager 

C 

Manager 

A 

Manager 

D 

Manager 

A 

Manager 

B 

Manager 

E 

Centrally procure 
& negotiate terms 

Advise & research 

contract 

Custodian 

Centrally procure 
& negotiate terms 







Stop Press – DCLG 24th March 

  



Recommendation - CIV 

• Only the CIV approach truly meets the Government’s criteria:  
– for a clear and absolute separation of strategic asset allocation and 

implementation. 
– making the most of the benefits of scale as implementation of the investment 

strategy is undertaken by a single legal entity  
– that  selection of external fund managers and the implementation of the 

investment strategy to be carried out at the pooled level  

• It provides  the strongest and most sustainable governance structure in the 
short and long term 

• It provides the structure for the pool to provide internal asset management 
(one of the key strengths of the LGPS Central proposal) 

• It provides the most tax efficient solution 
• It removes the significant regulatory risks attached to a structure designed 

to fall outside to the scope of FCA regulation. It is important to note that if a 
CAP structure was chosen and the pool was deemed by the FSA to be 
carrying out one or more regulated activities without the appropriate FCA 
authorisation at any point during the CAP operation period, Elected 
Members could be subject to criminal prosecution. 



Next Steps 

• Develop proposal for July based on regulated entity 
 
• Key decisions/tasks 
   

–  Build (option 1a) or rent (option 1b) an operator 
–  Design structure of sub funds 
–  Governance arrangements 
–  Shareholder agreement 
–    Cost/Benefit analysis 
–    Transition Plan 
–    What stays outside pool? 

  



Next Steps 

• Specification for Advice/support for build / rent 
 options appraisal and pool business case 
 development 
 
• Advice due 10th May for CIV build / rent decision 
 
• 24th May Chairs, Vice-Chairs and Section 151  
 Officers event 
 
• 28th June – Committee Update 
 
• 4 July 2016 Chairs, Vice-Chairs and Section 151  
 Officers event 
 
• 15th July submission 
  
 




