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Extract from Room 151 

25 February 2019 

The Scheme Advisory Board (England & Wales) (SAB) has launched a 

review of LGPS governance in relation to administrating authorities and 

their pension funds. Jeff Houston explains the proposed changes. 

The Local Government Pension Scheme operates its management and administration 
functions uniquely in the funded defined benefit pension space. 

There are no trustees, no separate executive and no pot of money belonging to the 
employers and members of the scheme. 

In the LGPS (England & Wales) the responsibility for the management of the scheme 
resides within 88 administering authorities who are also scheme employers. 

Each has a ‘pension fund’ which is actually a heavily ring-fenced revenue reserve of that 
authority, from which only pension benefit payments and administration costs relating to the 
funds can be paid. 

There is, moreover, a silence in regulation with regard to whether a specific ‘fiduciary duty’ 
exists in relation to the pension fund and if so to whom such a duty applies. 

This contrasts with the clear duty of trustees in the private sector to comply with statute, 
follow scheme rules and otherwise act in the best interests of scheme beneficiaries. 

The duties of an administering authority are set out in regulation, which although 
comprehensive, do not clearly define in whose interests decisions should be made. 

The fact that such a construct does not lead to problematic examples of conflicts of interest 
is testament to the professionalism and expertise of officers and the non-partisan, scheme 
focused approach of elected members. 

However, as in all things, there is room for improvement. 
 
In particular, the potential to provide those officers and elected members with more 
effective support, guidance and, if necessary, statutory backing. 

The scheme already faces many challenges to the efficient management and 
administration of the pensions function and this is unlikely to diminish over time. 

For example, the number of scheme employers, the overwhelming majority being small, 
non-tax raising bodies, continues to grow apace. 

This growth in the number and type of employers leads to greater challenges to effective 
and appropriate funding and investment strategies, employer engagement, and 
communication and consistency in the scope and quality of administration. 

Local authorities with LGPS pension funds, despite such funds being ring-fenced in 
revenue terms, are not immune from the impact of austerity measures on local authority 
spending. 

These are typified by constraints and restrictions on the recruitment and retention of 
experienced personnel and the development of the systems necessary for a complex multi-
employer scheme. 
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Although scheme regulations permit such costs to be charged to the pension fund, in 
practical terms, the resources available to the pensions function can be subject to the 
overriding priorities of the parent local authority. 

With the resources available to administering authorities continuing to diminish, the 
complexities of the new scheme, growth in numbers of employers, compliance with The 
Pensions Regulator standards on governance and administration, improving data quality 
and the challenge of pooling LGPS assets all add to the pressure on the scheme to remain 
effective and affordable into the future. 

Difficult decisions around the funding, investment and administration of the scheme will 
continue to be required and those tasked such decisions deserve the support provided by 
appropriate, clear and effective guidance and regulation. 

In 2015, a project (called separation) was put on hold while LGPS investment pooling was 
in its initial stages. 

This earlier project, although not complete, had reached the conclusion that only by 
maintaining the strong link to democratic accountability provided by the involvement of 
elected members could the scheme’s statutory nature be effectively maintained. 

For that reason, when the project was restarted, it was renamed in order to clarify that 
‘separation’ from local authority control was no longer within its remit. 

The SAB has asked pensions adviser Hymans Robertson to research the key issues 
impacting on the continued effectiveness of the scheme’s governance now and in the 
future. 

In particular, where there appears to be an over reliance on the professionalism and 
experience of those involved due to the absence or lack of clarity in current guidance or 
regulation. 

In doing so they will also identify examples of what works really well, both in the single 
administering authority model and the ‘joint committee’ model used by South Yorkshire. 

Through the review process, SAB will be seeking the views of as many stakeholders, 
representing all elements of the LGPS, as possible. 

Scheme stakeholders will be invited to complete a short online questionnaire which asks for 
views on potential conflicts that could arise, the effectiveness of current LGPS governance 
arrangements in managing such conflicts and suggestions for improvement. 

Further stages of the review will include interviews and workshops with key stakeholders. 

This will allow the SAB to consider a series of options to better support the elected 
members and officers tasked with the management and administration of the LGPS. 

An interim report is due to be presented to the April meeting of the SAB, with a full report 
following in July. 

Hymans Robertson will be in touch with stakeholders in due course with further details of 
the project including information on how to complete the questionnaire and further 
engagement plans. 

More information can be found on the SAB website: http://www.lgpsboard.org/ 
Jeff Houston is secretary of the SAB 

 

 

http://www.lgpsboard.org/
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Extract from Room 151 

17 April 2019 

LGPS governance consultation moots s151 responsibilities split 

BY COLIN MARRS 
 
Local authorities could be required to remove pension fund responsibilities from section 
151 officers under forthcoming LGPS governance reforms. 

The suggestion is among a raft of measures mooted within four main proposed 
governance models on which the LGPS Scheme Advisory Board (SAB) launched a 
consultation this week. 

The proposals follow an initial fact-finding exercise carried out by pension consultant 
Hymans Robertson, following their appointment in January to explore governance 
improvements. 
 
One of the options under consideration would see much greater ring-fencing of LGPS 
activities from their host authority, including a requirement for funds to appoint their 
own section 151 officers. 

Hymans said: “The measures suggested would promote the understating that the 
pension fund budget is different from other areas of the council’s budget in that it is 
funded directly from the pension fund and impacts the long term, but not short term, 
budgets of all participating employers, not just the administering authority.” 

Under the ring-fenced model, the section 151 of the administering authority could retain 
responsibility for the pensions function with recommendations on budget made by a 
pension fund officer to the pensions committee – which would be responsible for 
agreeing the budget. 

However, the document went on to say: “Alternatively, the pension fund could have a 
separate section 151 officer to reduce conflicts currently faced by section 151s”. 

The document said that further work is needed to determine whether changes to the 
section 151 officer role could be encouraged by regulatory bodies “or whether it is 
possible and/or desirable to find a mechanism by which these could be mandated”. 

However, the radical suggestion that the section 151 officer role could be split is likely 
to face stiff opposition from some quarters. 

The results of Hymans’s initial fact-finding exercise found that section 151 officers of 
administering funds believe that current arrangements are effective and that “given 
pooling, further structural change would not be welcome”. 

One section 151 officer, who wanted to remain anonymous, said: “I don’t know what 
has triggered this work. 

“The creation of additional posts or administration would inevitably add costs to running 
funds. 

“We shouldn’t lose sight of the fact that most funds are increasingly fully funded and we 
are in a very good place as a sector.” 

http://www.room151.co.uk/author/colin-marrs/
http://www.room151.co.uk/local-government-pension-scheme-investment/lgps-board-considers-guidance-to-avoid-conflicts-of-interest/
http://www.room151.co.uk/local-government-pension-scheme-investment/lgps-board-considers-guidance-to-avoid-conflicts-of-interest/
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Chris Buss, former deputy chief executive of London Borough of Wandsworth, 
questioned whether a “one-size-fits-all” approach would be useful. 

He said: “I think there is an advantage, in authorities where the pension fund is 
intrinsically linked to the authority – such as in London boroughs – for a section 151 
officer to have a broad overview. 

“In areas where counties have been split up and funds now cover a number of 
authorities, there is less argument for retaining a combined role.” 

Speaking to Room151, Bob Holloway, SAB pensions secretary, said: “One of the 
primary aims of this project is to get to the bottom of any of the anecdotal evidence that 
there are instances where section 151 officers are conflicted. 

“They have a financial stewardship roles and sometimes that doesn’t sit neatly with 
their LGPS role, particularly at valuation time.” 

However, he admitted that if the project recommends a splitting of the section 151 role, 
there was likely to be “some resistance”. 

Under the ring-fenced option, according to the Hymans report, funds could set their 
own budget, with charges for support services from the host authority included up front. 

“This removes the common practice whereby pension fund expenditure is paid though 
the host authority’s revenue account to be recharged at a later date,’ the document 
said. 

An alternative model included in the document would see the scheme manager 
decision-making function delegated to a joint committee of all authorities participating 
as employers. 

Assets and liabilities would still sit with the administering authority. 

Under this system, “section 151s of the constituent local authority employers retain a 
fiduciary duty to the local taxpayer” but an inter-authority agreement “would distance 
them legally from budget setting responsibilities in respect of the pensions function”. 

The third option would ape that currently used by South Yorkshire Pension Fund, which 
has an independent scheme manager function, with all decision making passed to a 
combined authority. 

The combined authority would exist for the sole purpose of administering the LGPS 
fund, would be comprised of councillors from constituent local authorities, and would 
produce its own accounts. 

Finally, another model would use guidance or amendments to the LGPS regulations 
2013 to provide greater clarity on minimum staffing levels, pension committee 
representation, and ensuring a greater voice for all fund employers. 

Hymans is aiming to prepare a summary of results for the SAB meeting in July. 

Writing for Room151 in February, SAB secretary Jeff Houston said the fact that the 
current system “does not lead to problematic examples of conflicts of interest is 
testament to the professionalism and expertise of officers and the non-partisan, 
scheme focused approach of elected members. 
“However, as in all things, there is room for improvement.” 

http://www.room151.co.uk/blogs/moving-forward-good-governance-in-the-lgps/
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Section 151 Officer 

An officer appointed under section 151 of the Local Government Act 1972 which 
requires every local authority to appoint a suitably qualified officer responsible for the 
proper administration of its affairs. 

CIPFA publication 

Role of the Chief Finance Officer (CFO) in Local Government: Supplement – Role 

of the CFO in the Local Government Pension Scheme 

https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-
government 

Published April 2016 

Extract  

The CIPFA Statement on the Role of the CFO in Local Government sets out the five 
principles that define the core activities and behaviours that belong to the role of the 
CFO in public service organisations and the organisational arrangements needed to 
support them. Successful implementation of each of the principles requires the right 
ingredients in terms of the organisation, the role and the individual.  

For each principle, the Statement sets out the governance arrangements required 
within an organisation to ensure that CFOs are able to operate effectively and perform 
their core duties.  

The Statement also sets out the core responsibilities of the CFO role within the 
organisation. Many of the day-to-day responsibilities may in practice be delegated or 
even outsourced, but the CFO should maintain oversight and control.  

Summaries of personal skills and professional standards then detail the leadership 
skills and technical expertise organisations can expect from their CFO. These include 
the key requirements of CIPFA and the other professional accountancy bodies’ codes 
of ethics and professional standards to which the CFO as a qualified professional is 
bound. The personal skills described have been aligned with the most appropriate 
principle, but in many cases can support other principles as well. 

The principles can be summarised as follows:  

The CFO in a public service organisation:  

 is a key member of the Leadership Team, helping it to develop and implement 
strategy and to resource and deliver the organisation’s strategic objectives 
sustainably and in the public interest;  

 must be actively involved in, and able to bring influence to bear on, all material 
business decisions to ensure immediate and longer term implications, 
opportunities and risks are fully considered, and alignment with the 
organisation’s financial strategy; and  

https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
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 must lead the promotion and delivery by the whole organisation of good 
financial management so that public money is safeguarded at all times and used 
appropriately, economically, efficiently and effectively.  

To deliver these responsibilities the CFO:  

 must lead and direct a finance function that is resourced to be fit for purpose; 
and  

 must be professionally qualified and suitably experienced. 

 

 

 

The Role of the Chief Financial Officer in Local Government 

https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-
government 

Published April 2016 
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