
The Surrey Local Pension Board
25 April 2019

Ministry of Housing, Communities & Local Government 
(MHCLG) – Statutory Guidance on Asset Pooling

Recommendations:

1. The Board is asked to note the content of this report. 

Detail:

Introduction

2. On 2 January 2019 the Secretary of State for the Ministry for Housing, Communities 
and Local Government (MHCLG) issued a limited circulation consultation on 
proposed changes to the current statutory investment pooling guidance (attached as 
Annex 1). 

3. The statutory guidance and the proposed changes to it apply to Local Government 
Pension Scheme (LGPS) Administering Authorities and direct how they are required 
to invest their assets. 

4. A joint response to the consultation was agreed by the Border to Coast Joint 
Committee at its meeting of 11 March 2019 and was issued on 27 March 2019 (it is 
included as Annex 2).

5. An individual response on behalf of Surrey County Council, from Leigh Whitehouse, 
Executive Director of Finance, was issued to MHCLG on 21 March 2019, after 
consultation with, Cllr Tim Evans, Chairman of the Surrey Pension Fund Committee 
(it is included as Annex 3).

Background

6. The reform of investment management in LGPS for England and Wales began in 2015 
with the publication of criteria and guidance on pooling of LGPS assets, following 
extensive consultation with the sector. LGPS administering authorities (including our 
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Partner Funds) responded by coming together in groups of their own choosing to form 
eight asset pools, one of which was Border to Coast Pensions Partnership. 

7. The stated intention of the latest draft guidance is to clarify several matters raised by 
Administering Authorities and others) that have come to light through the 
implementation to date, and further clarify what MHCLG expects in terms of future 
progress in the next stage of pooling and reporting / monitoring of associated costs 
and savings in meeting these obligations. 

8. Once finalised this will replace all matters in the current guidance at pages 7 to 8 of 
Part 2 of Guidance for Preparing and Maintaining an Investment Strategy, issued in 
September 2016 and revised in July 2017, which deals with regulation 7(2)(d) of the 
2016 LGPS Investment Regulations. It also replaces Local Government Pension 
Scheme: Investment Reform Criteria and Guidance, issued in November 2015. As 
such it will become part of the LGPS regulations and Administering Authorities will 
have to either follow the guidance or explain and account for any instances where they 
have not followed it.

9. One significant change of approach from MHCLG evident in the draft guidance is the 
move to impose a more consistent approach to investment pooling across the LGPS. 
Comments from Government in previous years had supported an environment where 
each LGPS Pool and its constituent funds had scope to determine what structure it 
would use to meet the Government’s pooling criteria, provided those criteria were 
achieved. 

10. The draft guidance marks a change of tone and imposes a more uniform approach to 
the way LGPS investment pooling should operate. This includes requiring each Pool 
to include a Pool company (or companies) to implement investment strategies, and 
mandating that these Pool companies are regulated by the Financial Conduct Authority 
(FCA) with appropriate FCA permissions for regulated activities.

11. While this is not a specific concern for the Surrey Fund, and in fact effectively endorses 
the approach we have taken to investment pooling, it demonstrates a move away from 
allowing different versions of pooling to co-exist and towards further central control 
over the approach to investments in the LGPS.

-------------------------------------------------------------------------------------------------------
Report contact: Neil Mason, Strategic Finance Manager (Pensions) 

Contact details: T: 020 8213 2739  E: neil.mason@surreycc.gov.uk

Sources/background papers: 

Annexes:

1. MHCLG Draft Pooling Guidance 
2. Border to Coast JC response to the Draft Pooling Guidance
3. Surrey County Council response to the Draft Pooling Guidance
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