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1. EXECUTIVE SUMMARY 

1.1. Following last summer’s call for evidence regarding the future of the 
structure of the Local Government Pension Scheme (LGPS), the 
Department for Communities and Local Government has published a 
further LGPS consultation focused on Collective Investment Vehicles and 
the balance of active and passive management.  A tri-borough response is 
in the process of being prepared and members’ views are sought to inform 
this in advance of the closing date of 11th July 2014. 
 

1.2. A further consultation from the Department of Communities and Local 
Government on the subject of LGPS governance is expected shortly. 

 
2. RECOMMENDATIONS 

2.1. To note the report. 
 
3. REASONS FOR DECISION 

3.1. Not applicable. 
 
 
 

 



4. INTRODUCTION AND BACKGROUND  

4.1. In June 2013, the Department for Communities and Local Government 
(DCLG) and the Local Government Association (LGA) asked for views and 
evidence on how and why the current structure of the Local Government 
Pension Scheme (LGPS), with 89 funds in England and Wales, might be 
made to work better through change.   
 

4.2. In total DCLG received 133 responses to this call for evidence, many, 
including the tri-borough response, highlighting the importance of local 
accountability and the fact efficiencies could be made without the need to 
change the underlying structure of the LGPS.  Asset allocation and the 
management of deficits are key issues, which directly impact on council tax 
and so local management of these matters is vital to ensure accountability 
and maintain local democracy.  

 
4.3. To further assist with the consideration of options, DCLG commissioned a 

report from Hymans Robertson into the potential cost savings and practical 
implications of a number of options.  This has informed a new consultation 
issued by DCLG in May 2014. 

 
4.4. While this debate has been on-going at the national level, London Councils 

has been developing a Collective Investment Vehicle to enable London 
borough funds to invest collectively and get the benefits of economies of 
scale without losing local decision making about asset allocation.  This is 
now at an advanced stage and the Cabinet has agreed to the Council being 
a shareholder in the vehicle being set up to facilitate this.  The first 
investments are expected to be placed during 2015. 

 
4.5. Alongside the consultation on cost savings and efficiencies, a further 

consultation on governance in the LGPS is expected shortly.  This will 
outline the draft regulations to implement the governance requirements of 
Public Services Pensions Act 2013.  A verbal update will be provided at the 
meeting of the Committee on this issue. 

 
5. PROPOSAL AND ISSUES  

5.1. In May 2014 DCLG published a consultation: Local Government Pension 
Scheme: Opportunities for collaboration, cost savings and efficiencies.  
This seeks the views of LGPS funds and interested parties on two key 
issues - the use of collective investment vehicles and the value of active 
management.  The consultation paper asserts that savings of £660m could 
be achieved nationally if all investments were made in collective investment 
vehicles and that all listed assets were invested on a passive basis.  A copy 
of the consultation paper is attached at Appendix 1. 
 

5.2. As discussed in paragraph 4.4, the development of a collective investment 
vehicle by London Councils is already at an advanced stage and 
Hammersmith and Fulham will be one of the shareholders.  The experience 
of this will inform the response to the consultation.  

 



5.3. The consultation highlights Hymans Robertson’s work which showed that at 
a national level, active management of listed assets net of fees performed 
no better than passive management.  As a result, the consultation 
proposes a number of options from enforcing passive management across 
the board to a “comply or explain” option where Funds would be required to 
justify their use of active management.  The Hammersmith and Fulham 
fund has no passive investments and has historically performed well using 
active management. 

 
5.4. At present the proposed tri-borough response is an outline of some of the 

key points – attached at Appendix 2.  This will be filled out with evidence 
from the fund managers and advisors ahead of the closing date of 11 July 
2014. 
 

6. OPTIONS AND ANALYSIS OF OPTIONS  

6.1. Not applicable. 
 
7. CONSULTATION 

7.1 Not applicable. 
 
8. EQUALITY IMPLICATIONS 

8.1. Not applicable. 
 
9. LEGAL IMPLICATIONS 

9.1. Not applicable. 
 
10. FINANCIAL AND RESOURCES IMPLICATIONS 

10.1 The comments of the Executive Director of Finance and Corporate 
Governance are contained within this report. 

 
11. RISK MANAGEMENT  

11.1. Not applicable. 
 
12. PROCUREMENT AND IT STRATEGY IMPLICATIONS 

12.1. Not applicable. 
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