
 

September 2016 

 

On 23 September 2016, new Regulations affecting the management and 

investment of Local Government Pension Scheme (LGPS) funds in England 

and Wales were laid before Parliament.1 The Regulations will dispense with 

the current, explicit limits on specified types of investment and, instead, 

charge administering authorities with determining the appropriate mix of 

investments for their funds. The quid pro quo for more freedom in the 

formulation of investment strategies is an obligation upon administering 

authorities to adhere to official guidance and broad powers allowing the 

Government to intervene if they do not.  

The Regulations come into force on 1 November 2016 but give administering authorities until 1 April 2017 to publish their 

first Investment Strategy Statement (ISS) in accordance with the new rules. The Department for Communities and Local 

Government (DCLG) had already, on 15 September 2016, taken the rather unusual step of publishing its statutory 

guidance—before the Regulations became law.2 Effective dates aside, the legislation is all but identical to the draft version 

that was circulated for consultation purposes in November 2015.  

The most salient parts of the Regulations oblige each administering authority to formulate its investment strategy, in 

accordance with the Government’s guidance, and having first obtained suitable advice and consulted appropriately. That 

strategy will have to include 

 a requirement to invest in a wide variety of investments (the Regulations’ definition of an ‘investment’ 

is broad but makes explicit reference to derivatives, thereby removing an ambiguity which had 

prevailed for some time); 

 an assessment of the suitability of particular investments and investment types (it must also state the 

maximum proportion of its fund that it will invest in particular investments or investment classes); 

 the authority’s attitude to risk, and how it will be assessed and managed; 

 its approach to investment pooling; 

 how it takes account of social, environmental and corporate governance factors; and  

 its policy on exercising voting and other rights attached to investments. 

 

An administering authority will have to publish the first such ISS by 1 April 2017, and maintain it with reviews taking place at 

least triennially.  

 

                                                      
1 The Local Government Pension Scheme (Management and Investment of Funds) Regulations 2016 (SI 2016 No. 946).  
2 See our Sixty Second Summary Arrival of guidance on preparing your LGPS Investment Strategy Statement 
<www.hymans.co.uk/media/uploads/160922_60sns_on_ISS_guidance_FINAL_amended.pdf>.   
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In its post-consultation commentary, published on 27 September 2016, the DCLG reports that it received 23,516 responses 

to its consultation proposals. No fewer than 23,131 of those were from individual members of the public who objected to the 

powers of intervention that it intended to grant itself, and its insistence that administering authorities should not pursue 

policies that conflict with those of the Government in the areas of foreign affairs and defence.  

The Government’s response to these objections highlighted the significant volumes of public money at stake and the fact 

that the deregulation achieved by the changes should be accompanied by a broader power to intervene should 

circumstances require.   

Our Comments 

The final regulations have not been materially altered from the draft version meaning that the issues we raised in our own 

consultation response remain.  We highlighted the change in tenor of the regulations, with authorities now being required to 

act “in accordance with guidance” from Government rather than maintaining the “comply or explain” approach that prevailed.   

Whilst the initial guidance does not place any strategic requirements on authorities – indeed the guidance stresses that this is 

not intended and that asset allocation decisions remain a decision for individual authorities – the possibility remains that this 

may change in future.  One effective requirement that emerges from the guidance is for all authorities to become signatories 

to the UK Stewardship Code; we believe this to be a positive development. 

Retention of the power of the Secretary of State to intervene is unsurprising.  However, it is disappointing that greater 

clarification around the manner and timeframes within which this power may be exercised have not been set out.  We also 

highlighted in our consultation response the need for intervention to reference the objectives that individual investment 

strategies have been set to meet.  Although not an explicit requirement, we propose that authorities make reference to both 

their funding and investment objectives, and their investment beliefs, in drafting their ISS. 

 


