
LGPS Central Joint Committee 
Friday 20 November 2020 

Item 7: Practitioners’ Advisory Forum Update 

1. Purpose of the report

1.1 To update the Joint Committee on the work of the Practitioners’ Advisory Forum 
(PAF) and its constituent working groups. 

2. Background

2.1 PAF is a working group of Section 151/Director of Pensions and Pensions 
Officers appointed by the Partner Funds within the LGPS Central Pool (the 
Pool) to support the delivery of the objectives of the Pool and to provide support 
for the Pool’s Joint Committee and Shareholders’ Forum. It is intended that, 
where possible, PAF should speak as “one voice” to reduce the duplication of 
costs and resources and maximise the benefits of scale.  

2.2 PAF is supported by four individual working groups:  
 Client Oversight & Governance Group
 Finance Working Group
 Investment Working Group
 Responsible Investment Working Group.

2.3 The working groups share the pool related workload of the Partner Funds and 
assist with the delivery of PAF priorities. The working groups report to PAF and 
support Partner Fund decision making.  

2.4 The Partner Funds have also established an Internal Audit working group which 
provides a co-ordinated approach to enable the Joint Committee, individual 
partner funds, and their respective external auditors to be satisfied on the 
standards of control operating across the pool. 

3. Covid 19

3.1 Partner Funds and LGPS Central Ltd (the Company) continue to deliver day to 
day business successfully despite the impact of Covid 19. All have effective 
working from home arrangements in place in accordance with local and national 
guidance and restrictions.  

3.2 PAF and working group meetings have largely continued to their usual 
schedule, albeit taking place virtually using Microsoft Teams rather than in 
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person. This way of working has been beneficial in reducing travel and all 
parties will consider how virtual meetings can continue post Covid (whenever 
that may be). 

3.3 The Company continues to provide twice weekly calls open to all Partner Funds 
to provide updates on the Company’s Covid response and any wider 
information sharing. These have been a good source of engagement but are 
not intended to replace the PAF and working group discussions. 

4. LGPS Developments

4.1 Alongside investment pooling activity and managing Covid 19 impacts, there 
have been several significant LGPS developments for Partner Funds to 
address in recent months. These include:  

i. Fund Audits 2019-20. The impact of Covid 19 on private market asset
valuations, particularly property, has seen additional external audit activity,
particularly as property valuers invoked material uncertainty clauses in
providing property asset values at March 2020 – causing additional external
audit testing.

ii. Local Government Pension Scheme (Amendment) (No. 2) Regulations
2020: These came into force on 23 September 2020 and introduce the
option to review employer contribution rates between triennial valuations;
formalise the ability to spread exit debts and introduce deferred employer
status and deferred debt agreements.  Partner Funds are reviewing their
Funding Strategy statements to accommodate these changes.

iii. McCloud Remedy – The Ministry of Housing and Local Government
(MHCLG) consultation on addressing the Court of Appeal’s ruling that the
public sector pension reforms were age discriminatory to younger members
closed on 8 October. Many Funds submitted detailed responses to this
major issue. It is estimated that administering authorities may have to check
up to 25% of member records against the remedy and it is likely to place
significant additional administrative burdens on Funds.

iv. Exit Cap and Exit Pay reform.  HM Treasury regulations to cap exit pay at
£95,000 apply from 4 November 2020. They conflict with LGPS Regulations
which require payment of unreduced pension on redundancy for members
aged 55 and over. MHCLG launched a consultation, running to 9 November
2020 to incorporate the exit cap into LGPS regulations. MHCLG also
proposed wider exit reform in local government which will affect all members
aged 55 or more leaving on redundancy or efficiency or where employers
waive pension reductions. The time gap between the Exit Cap regulations
and changes to the LGPS coming into force has created considerable legal
uncertainty for administering authorities and employers. At least four trade
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associations and trade unions have launched pre action letters for judicial 
review of the Exit Cap regulations.  

v. RPI changes: The UK Government seems likely to amend the Retail Price
Index (RPI) to be consistent with the Consumer Price Index including
Housing (CPIH) sometime between 2025 and 2030.  CPIH has generally
been 1% lower than RPI. LGPS pension increases are linked to CPI but
many pension funds hold UK index linked gilts. These are usually linked to
RPI meaning the change will reduce gilt returns for pension funds.

vi. Investment Regulations update: MHCLG’s consultation on revised
investment regulations or guidance is still awaited. It is understood the delay
is to ensure proposals are consistent with the April 2020 Supreme Court
ruling in the case brought by the Palestinian Solidarity Campaign, which
held it was unlawful for the Secretary of State to use statutory guidance to
prohibit certain LGPS investments.

5. PAF Update

5.1 Notwithstanding the impact of Covid 19, PAF, including the Company, has 
continued to meet each month. The reports of four PAF working groups are 
included in Appendix 1. Much of the discussions have focussed on:  

 Reviewing investment performance of Company funds. The Company
presentation at Item 9 on the Agenda will include a review of the
performance of its investment funds.

 Recommendations from Investment Working Group (IWG) regarding
product launches and new product development.

 Approval of key performance indicators for 2020-21 as described in the
Client Oversight and Governance Group (COGG) update in Appendix 1.
The Company will also provide an overview of client side KPI performance
in its presentation.

 As part of its support for Shareholders, PAF has regularly monitored the
outturn forecasts provided by the Company. At the September meeting, the
Company presented its latest outturn for 2020-21 and the latest reported
position is a forecast underspend of £0.549m against the 2020-21 approved
budget of £11.73m. The Company provides detailed explanation of the
reasons for the underspend.

 Discussions with the Company regarding future office accommodation as
the initial lease on current accommodation comes to an end in spring 2021.
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5.2 In the coming weeks PAF will be reviewing the Company’s proposed 2021/22 
Business Plan and Budget, including any impact on client charges, in the run up 
to the Shareholder Forum and Company meeting in February 2021. The 
Company has provided an initial overview and broad timeline for developing the 
business plan and budget which will be discussed in detail with the Company 
later in November. 

6. Moving Pooling Forward

6.1 Recognising it is some four years since the initial proposals for the LGPS 
Central Pool were agreed and the Company has been in operation for over two 
years, it has been timely to take stock of progress to date.  

6.2 Three joint working groups were established over the summer to discuss the 
future asset roadmap for the pool; to reflect on the operation of existing 
governance arrangements, and to further enhance relationships. 

6.3 The working groups were made up of Partner Fund S151 officers/Director of 
Pensions along with senior pension fund officers. The Company was 
represented on each group by members of the Board.  

6.4 The working group discussions are coming to fruition and initial outcomes 
include: 

 Reaffirmation that all eight Partner Funds have a common vision to
invest assets through the Company and work through a roadmap of how
this is delivered reflecting changing strategic investment priorities.

 Creation of a decision tree to aid synergies and cost benefits delivered
through the investment product development process in supporting
Partner Fund Strategic Asset Allocations

 Consensus that Partner Funds’ roles and responsibilities as client and
shareholder could be more clearly articulated in the way pooling
business is governed and managed.

 Recognition that good relationship management is key to successful
working and the delivery of investment pooling. With the initial focus
understandably on setting up the legal and technical structures needed
to launch the Company, going forwards the way we collaborate and work
together will be increasingly important to deliver pooling.

6.5 Any working group recommendations will be taken forward jointly with updates 
provided to Joint Committee and Shareholder Forum as required. 
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7. Cost Savings Model

7.1 The PAF Finance Working Group, in collaboration with the Company, has 
prepared a 2020 Cost Savings Model to forecast the level of net cost savings 
achievable by the LGPS Central Pool between 2018/19 and 2033/34 (i.e. the 
assessment time period set by MHCLG).   

7.2 The 2020 Cost Savings Model updates the assumptions used in the 2017 Cost 
Savings Model (the cost savings model developed before the launch of the 
Company on 1 April 2018) to reflect the latest position, including:  

 actual assets under management (AUM) at 30 June 2020
 forecast asset allocation changes to 31 March 2024
 actual baseline 2017/18 investment management fees
 updated expectations in respect of the Company product offering
 actual transition cost to date and updated forecasts thereafter
 updated operating cost forecasts for the Company

7.3 The 2020 Cost Savings Model forecasts total cumulative net cost savings of 
£269m between 2018/19 and 2033/34, £21m higher than the £248m forecast 
by the 2017 Cost Savings Model.   

7.4 The higher net savings reflect a combination of greater investment manager fee 
savings (some of which are generated directly by the Partner Funds using their 
collective purchasing power as the investment management community has 
responded to pooling), partly offset by higher than forecast Company operating 
costs.  

7.5 A bridge showing the high-level movements between the 2017 and 2020 Cost 
Savings Model is set out at Appendix 2. An explanation of the chart workings is 
included in the Appendix  

8. Recommendation

8.1 That the Practitioners’ Advisory Forum Report be noted. 
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Appendix 1 
Report of PAF Working Groups 

Client Oversight & Governance Group (COGG) 

1. The client oversight and governance group (COGG) has held a limited number
of meetings over the period since the last Joint Committee briefing, contributing
to the wider Moving Pooling Forward working groups, described earlier in this
report, which include a Governance Working Group.

2. However, several task and finish groups have continued to meet to work on
specific projects. These include key performance indicators, reviewing the risk
register (subject of separate report to Joint Committee) and governance work to
review legal agreements and terms of reference.

Key Performance indicators (KPI)

3. Working closely with the Company the KPI task and finish group has developed
the 2019/20 KPIs to provide enhanced measurement and outcome related
targets for 2020/21. Key outcomes from this group in relation to the client
related KPIs were:
 More detailed measurement of investment performance to be based on

changing assets (reflecting market movements) and separation of active
and passive funds to provide the Joint Committee with greater clarity on
investment performance outcomes

 Greater depth in reporting delivery of the fund launch programme
 Measurement of responsible investment integration into sub-funds
 Enhanced reporting on operational and client financial matters including

breach reporting
 Further development on client satisfaction and engagement levels to

provide more measurable delivery, this includes capturing feedback from
Company events

4. It is jointly recognised that KPIs will continue to evolve and be refined, reflecting
further reporting experience and priorities emerging in future business plans.
The KPI task and finish group will continue to meet to support this
development.

Legal Agreements

5. Initial work has taken place to consider any updates needed to the Shareholder
and Inter Authority agreements, for example to update drafting to reflect the
move from build phase of LGPS Central Pool to operational; to document
changes in partner fund nominated shareholder representatives and to reflect
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Appendix 1 
Report of PAF Working Groups 

any changes to regulation. This work will also pick up any outcomes or 
recommendations from the Moving Pooling Forward discussions with the 
Company.  

6. Initial discussions have taken place recognising the need to more clearly
articulate and manage the activities Partner Funds undertake as both client and
shareholder.  This may also include provision of additional training to support
this understanding. The Practitioner Advisory Forum (PAF) Terms of Reference
are being reviewed and an early draft of these is now under consideration
which should aid management of activity for the roles that PAF has in
supporting both the Shareholder Forum and the Joint Committee.

Risk Register

7. As noted above the work on the risk register is the subject of a separate report
on how this is being managed and monitored, but of necessity has included the
addition of the pandemic risk.
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Appendix 1 
Report of PAF Working Groups 

Finance Working Group (FWG) 

Cost Savings Model 

1. Since the briefing provided for Joint Committee in August, the Finance
Working Group has finalised the development of an updated cost savings
model based on current information but noting that it is at a particular point
in time and therefore subject to changing strategic requirements.

2. Updating the cost savings model has been a major undertaking requiring the
collection and analysis of extensive information from Partner Funds, the
Company, and external sources (for forecast transition costs and potential
fee levels). A detailed guidance note has been developed to accompany the
model.

3. The outcome of the cost savings model update is reported earlier in the
main body of this report.

Review of Product Business Cases

4. FWG has continued to review the financial assumptions included in the
product business cases presented by the Company to PAF for
consideration.
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Appendix 1 
Report of PAF Working Groups 

Investment Working Group (IWG) 

1. The Investment Working Group (IWG) has continued to meet monthly over
the last nine months, embracing virtual meetings from March 2020, as
opposed to meetings in person. Engagement from Officers of all Partner
Funds and the Company has been consistent, with the number of attendees
being dependent on the Agenda and other items for discussion and
development.

2. The quarterly meeting cycle, implemented in April 2019, is well embedded
now for IWG and continues to work well.

• Month 1 (Jan, Apr, Jul, Oct) – Product Development
• Month 2 (Feb, May, Aug, Nov) – Policy & Performance Monitoring
• Month 3 (Mar, Jun, Sep, Dec) – Strategy and New Products

3. Whilst the focus changes each month, there is always the potential need for
matters to be considered outside of the quarterly cycle, such matters are
usually accommodated at the next IWG

4. The October 2020 IWG saw the second Strategic Asset Allocation (SAA)
Day held, with the eight Partner Funds discussing their individual SAA and
Investment Strategies (IS) with a view to providing the Company with
Partner Funds’ collective priorities and a line of sight for product
development going forwards. This output will also be used to inform and
develop the Strategic Business Plan and Budget for the Company in
2021/22 and 2022/23.

5. Work began on the development of many of the products agreed in 2019/20
and continues to date into 2020/21. The table below illustrates the products
in progress and provides a comment indicating the next step in the process.

2019/20 and 2020/21 Products Next Step 
Global Factor Based Equity  FCA approval  
Emerging Market Debt  Transition planning phase 
Global Multi Asset Credit  Manager appointment 
Infrastructure   FCA notification 
Private Equity (2020 Vintage)  Fund launch  
Direct Property   Product Development  
Gilts (Discretionary)   n/a – product launched 
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Appendix 1 
Report of PAF Working Groups 

6. For 2021/22, a number of further products have been agreed as priorities
for development with the Company but remain subject to the strategic
business plan and budget process. Products expected to be delivered are
more focused on private markets given the work already undertaken on
public market products.

7. These products reflect the work Partner Funds have undertaken on their
individual strategic asset allocations (in particular following the 2019
triennial valuation)  and recognise that Partner Funds’ SAAs  continue to
evolve and reflect some recent common themes, including a even greater
emphasis on sustainability and ESG factors, most notably climate change.

8. Changes to Partner Funds’ SAAs also mean that some previously
requested products fall away as a priority at this stage. This will typically be
as a result of low levels of interest across Partners Funds or potential
assets under management being insufficient over the longer term for
example regional equity mandates.

9. Apart from the conclusion of the transition of the Global Corporate Bond
Multi-Manger sub-fund, through an extremely turbulent time in bond markets
created by the Coronavirus pandemic, there have been no other transitions
completed during the reporting period.   Transition planning for the new
Emerging Market Debt fund is ongoing but expected to complete in the near
term. Work is also far advanced on the development of a multi-asset credit
product offering, which has been developed closely in collaboration with
interested Partner Funds

10. IWG has approved draft Business Plans for the Direct Property sub-fund
and the Infrastructure sub-fund with sub-funds expected to launch within the
next one-two quarters.

11. Three of the last nine IWG meetings have focussed on Performance
Monitoring. Performance reports have been received from the Company on
all live sub-funds and products, together with reports from the underlying
managers on request. Officers attending IWG continue to challenge and ask
searching questions of the Company and their management of the
delegated managers appointed to enable high level assurance on the
management, philosophy and process of investment management both at a
sub-fund and at a manager level in order to provide the Joint Committee
and individual partners funds assurance on PAF’s oversight of the
investment products.
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12. Alongside the Company, IWG has held discussions with several of the
appointed managers, to better understand how their processes work and
impact performance, in different market conditions. And ‘manager days’
have also been held for the Managers appointed to the Global Active Equity
Multi-manager sub-fund and the Global Active Emerging Market Equity
Manager sub-fund.
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Appendix 1 
Report of PAF Working Groups 

Responsible Investment Working Group (RIWG) 

1. The RI working group meets on a quarterly basis to discuss progress against
the Annual Stewardship Plan and the four pool engagement themes – climate
change, single-use plastics, technology and disruptive industries, and tax
transparency and fair payment - discussed in the quarterly stewardship reports
available on the Company website https://www.lgpscentral.co.uk/responsible-
investment/

2. The Group also monitors developing regulation and standards, noting in
particular recent DWP consultation targeting increase in asset owner
production and disclosure of climate strategy in line with the recommendations
from the Task Force on Climate-related Financial Disclosures (TCFD
reporting).  Whilst not directly applicable to the LGPS, further guidance on
reporting for the LGPS is expected in 2021.

3. Since the Joint Committee last met, the group has discussed
 corporate responses to COVID-19 and the impact on the engagement

themes, workplan and voting policies
 the increasing prevalence of diversity in engagement activity as corporate

focus on engagement and inclusion increase;
 the outlook for pension fund climate change strategies, with growing

pressure on global policy makers and business to accelerate action to
transition to a low carbon economy; and

 further engagement with technology leaders, whose corporate practices are
coming under greater scrutiny as their market presence and scale increases

4. The pool’s second RI day was held in July and stewardship activity continues to
be published quarterly on the Company website.
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Appendix 2 

Cost Savings Model Bridge 
Cost Savings Model Chart – overview 

The chart below summarises the movement in the forecast cost savings model from 2017 to 
2020. The bars in the chart are colour coded as follows 

Dark Blue bars Refer to the cumulative forecast savings position 

Green bars Refer to increased forecast savings 

Light Blue bars  Refer to reduced forecast savings 

Each of the green and light blue bars reflect key factors contributing to increased or reduced 
forecast savings .
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Cost Savings Model Bridge 

Adjusted total

Savings Increase

Savings Reduce
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