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1. EXECUTIVE SUMMARY 

 
1.1. The paper discusses progress towards meeting the Governments 

targets for pooling investments, in particular the transfer for assets to 
the London CIV and the proposed second response to the pooling 
criteria. At present pooling remains voluntary and transfers will only 
take place for existing mandates where fee savings are achieved.  
Completion of pooling will entail fund manager changes for 
Hammersmith & Fulham as the CIV will have a restricted fund manager 
choice.  To date the Committee has fully supported the pooling of 
assets and this is reflected in the proposed response. 

 
2. RECOMMENDATIONS 

 
2.1. That the sub-committee agree the Hammersmith and Fulham specific 

response set out in Appendix 2 for the submission to Government in 
July 2016. 
 

3. REASONS FOR DECISION 
 



3.1. The Government requires all Funds to respond to their criteria for 
pooling document by 15th July 2016.  The draft response provided in 
Appendix 2 sets out data reflecting the current investment strategy.  
 

4. PROPOSAL AND ISSUES  
 
Asset Pooling Response 

4.1. As reported to the sub-committee in March 2016, the Government 
published criteria for pooling in November 2015 setting out a 
requirement for all LGPS funds to invest their assets in pools of a 
minimum of £25bn which meet the published criteria.  An initial 
response was submitted to the Government on 19th February 2016 by 
the London CIV on behalf of all the London authorities participating in 
the CIV including Hammersmith and Fulham.  This confirmed 
Hammersmith and Fulham’s commitment to pooling assets in the 
London CIV.  

 

4.2. The Government issued a response to this and it is attached as 
Appendix 1.  The main points to note are: 

 According to Government, all 90 local authorities have made a 
commitment to pooling, 

 The scale and governance arrangements of the CIV are 
acceptable, 

 Using multiple pools is not encouraged, 

 With limited exceptions, all assets should be pooled.  The rationale 

for any exclusions must be set out in the final submission, 

 Greater detail on infrastructure investments is also requested. 
 

4.3. The criteria for pooling document requires a second more detailed 
response to Government by 15th July 2016.  This will again be a joint 
response from the London CIV pool, as many of the details including 
governance structures, timetable, predicted cost savings etc. will be 
applicable to all participating in the pool. However there is also a 
requirement for a Fund specific appendix to be provided by each fund 
participating.  

 
4.4. A draft of the specific response for Hammersmith and Fulham is 

attached at Appendices 2 and 3 and the key sections contained in it are 
discussed below.  Appendix 2 shows the current assets and costing 
information and Appendix 3 shows the estimated timing of movements 
of assets to the CIV. 

 

Assets to remain outside the CIV 

4.5. The assets listed in Appendix 2 to remain outside the CIV are the two 
Partners closed ended funds that the Fund is invested in for Multi Asset 
Credit and Infrastructure and the private equity funds managed by 
Invesco and Unigestion.  The reason for this is that it would be 



potentially costly for the Fund to exit these investments early due to the 
nature of the investments and the exit penalties in place.  Also the 
funds have limited lives with capital returned to investors. It is 
considered highly unlikely that any cost savings from investing in the 
CIV would be sufficient to cover these costs.  In addition the nature of 
the asset classes involved means that CIV alternatives are unlikely to 
be available for some years. 

 

Infrastructure 

4.6. One of the pooling criteria the Government has published is “capacity to 
invest in infrastructure” and the Government is expecting Funds to 
provide details of their appetite for infrastructure investing. The 
information set out in the draft response shows the current target 
allocation of 5% and the commitment made to the Partners Group 
Infrastructure fund last year. Non-binding comments are included that 
the infrastructure allocation will be reviewed in future.  Without 
researching the opportunities, it is not possible to express a long term 
target. 

 

CEM Benchmarking 
4.7. The next set of data is the result of benchmarking work a company 

called CEM Benchmarking has carried out on behalf of all LGPS funds 
nationally.  Information about costs and performance was provided by 
all LGPS funds and CEM have validated this with a view to ensuring as 
much consistency as possible in the information provided to the 
Government. 

 

4.8. The cost data shown is the total cost of investing (excluding transaction 
costs) in the years 2012-13 and 2014-15 as required by the 
Government.  The significant jump in the costs between the years is 
due to the performance fee paid to Majedie Asset Management for their 
outperformance.  The benchmark cost figure is an average figure 
calculated to be what CEM would expect a fund the size of 
Hammersmith and Fulham with the same broad investment strategy to 
pay, based on their research across the 350 clients they have.  The 
main reasons that Hammersmith and Fulham were more expensive 
than the benchmark are the Majedie performance fee and the fact that 
at the time, the Fund had no passive investments.  However annualised 
performance in the three years to 31st March 2015 was 12.2%, which 
was 4.2% ahead of the Fund’s benchmark at that time. 

 
Estimated Timing of asset movements 

4.9. Appendix 3 shows the estimated timing of the movement of assets into 
the London CIV.  This is indicative only and the Fund will not be held to 
these timings.  The indicative movements shown for Hammersmith and 
Fulham are based on known transfers to the CIV (see paragraphs 4.10-
4.12 below) and when there are the maximum options available in each 
asset class. 



 
London CIV Update 

4.10. It was reported to the March 2016 Pensions sub-committee meeting 
that there was a proposal to transfer the assets the Fund has invested 
with Ruffer to the London CIV, producing an expected £31k per annum 
cost saving.  At the meeting on 22nd March 2016, it was agreed that the 
decision to transfer assets to the CIV should be delegated to the 
Strategic Finance Director, in consultation with the Chair, where the 
Fund had a pre-existing relationship with the manager and the transfer 
would be financially advantageous. 

 

4.11. The transfer of Hammersmith and Fulham’s assets managed by Ruffer 
to the CIV is to take place on 21st June 2016.  This was agreed by the 
Strategic Finance Director in consultation with the Chair in May 2016.    

 
4.12. It was reported in March 2016 that the transfer of the Fund’s passive 

equity investments with LGIM to the CIV was expected to take place in 
June 2016.  However due the number of Funds involved in this 
transition, we have been notified that this will now happen in September 
2016.   

 

5. OPTIONS AND ANALYSIS OF OPTIONS  
 

5.1. A Fund specific response is required by Government covering the 
assets to be held outside the CIV, the appetite for infrastructure 
investing and costs at 31 March 2013 and 2015.  The Government 
made clear in their response set out in Appendix 1 that they expected 
all assets to be pooled unless there was a clear rationale not to.  The 
only assets where this rationale exists is where exit penalties would be 
payable and so there is no other viable option. 

 

6. CONSULTATION 
 

6.1. Not applicable. 
 

7. EQUALITY IMPLICATIONS 
 

7.1. Not applicable. 
 

8. LEGAL IMPLICATIONS 
 

8.1. None. 
 

9. FINANCIAL IMPLICATIONS 
 

9.1. Savings of approximately £31k per annum are expected from the 
transfer of the Ruffer assets to the CIV. 

 



10. IMPLICATIONS FOR BUSINESS 
 

10.1. None. 
 
11. BACKGROUND PAPERS USED IN PREPARING THIS REPORT 

 
11.1. None 
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