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The UK  government’s Mansion  House
reforms and the accompanyingFit for the
Future assessments are accelerating the next
phase of evolution for Local Government
Pension Scheme (“LGPS”) collective investment
vehicles (“Pools”).

The direction is clear: scale up, allocate more to
private markets and prove operational readiness
and resilience.

All LGPS pools are required to submit their Fit for
the Future plans by the end of September 2025.
Some will need to merge or transfer assets to
other Pools to achieve the required levels of
scale and efficiency. At the same time, pools are
under growing governmental pressure to
increase exposure to long-term investments
that support economic growth and innovation,
including private markets.

This government led dual-track transformation
initiative, both strategic and structural,
introduces significant operational complexity.
One of these transformation initiatives on its
own is significant, but the dualtrack
transformation compounds this risk and
increases the challenges. This risk will therefore
need to be carefully understood and managed.
Asset  transitions, onboarding, custody
management and operating model strain will all
need to be tightly controlled.

There are four key focus areas LGPS Pools

must address now to ensure stability and
integrity throughout this period of major
transition and change.

(Read on to find out more)

6 . .
Mansion House is
reshaping pensions. Move

fast but control the risk, or

, risk losing control.
Maria Long

Partner
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1. Fiduciary Readiness Under Pressure: Understand
Before You Own

With a shift toward private markets and a compressed
timeline, Pools must assess and potentially approve
new investments quickly, particularly in new or less
familiar asset classes. But fiduciary responsibility
demands rigour, not shortcuts. Operational Due
Diligence (“ODD””) on the underlying asset managers
where holdings are being transferred to a new Pool is
essential; not just to tick a box, but to truly understand
the underlying risk within the new portfolios.

In-house teams at these Pools may not have the
bandwidth or expertise to conduct multiple, complex
due diligence exercises in parallel with ongoing
responsibilities. Adding capacity and expertise is a
logical next step, but increasing in-house resources may
not be the best solution given the available talent pool
and the tight timelines involved. Independent external
partners can provide the speciality, scale and flexibility
needed, particularly when they are willing to work
within the Pools’ established methodologies. That
enables like-for-like comparisons across old and new
holdings, preserving consistency in investment
decision-making and ongoing monitoring assessments.
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A tiered, risk-based approach, starting with early
screening and high-level risk profiling, can
streamline this process, reserving full ODD for
the assets that pass initial thresholds.

Now is the right time to ensure you have the
right external partner for both ODD and
transition advice in place, adding crucial
bandwidth, deep sector experience and value to
your team and helping mitigate operational risk
as investment decisions scale up.
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2. Transition Governance: Merging and
Migrating Without Triggering Risk

Pools required totake on new assetsface a
wave of technical, legal and operational
transition risk. This must be managed with
surgical precision. Mishandled transitions can
create real financial consequences, including but
not limited to:

Taxable eventsfrom re-registration or
ownership changes;
Resetting high water marks, triggering

performance fees; and
Loss of rights or unintended changes in
beneficial ownership.

Each asset class and holding structure brings
unique considerations and complications,
particularly in private markets. Re-registering
assets, coordinating with custodians and asset
managers and maintaining clear audit trails are
critical. These are not admin tasks; they are
fiduciary obligations.
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Clear project governance and proactive planning are
key. Independent support can help coordinate across
legal, tax, operations and manager relationships,
ensuring nothing slips between the cracks.

While many custodians offer transition management
services and can support re-registrations effectively,
external advisors can help identify pressure points early,
negotiate practical solutions with managers, oversee
the custodian services and structure transitions to
preserve value. All this while adding additional capacity
to typically lean internal teams.

3. Custody and Control: Avoid Compounding Risk
With a Provider Change

While it may be tempting to consider switching
custodians during this period of structural change as
increases in AUM may cause allocators to seek out
reduced fees, doing so now may significantly compound
complexity and risk. Adding a second transition, legacy
assets into a new custody arrangement, during an
already challenging onboarding cycle could stretch
teams and introduce avoidable failure points.

Retaining current custody partners provides a stable
platform. It enables Pools to begin planning asset
transitions now, using known systems and established
controls and a trusted partner that already understands
allocator needs.

Focusing on improving coordination and service with
current custodians is the more prudent path during a
high-change period. Adding risk to infrastructure at this
moment is generally ill-advised.
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4. Operating Model Under Stress: Is Your

Infrastructure Fit for the Future?

Some Pools may see significant growth in assets,
whether  through mergers, policy-driven
reallocation or expanded mandates. But growth
without scale in operating infrastructure and an
appropriate operating model is a formula for
failure.

Critical questions that Pools should ask include:
e Are current team structures sustainable
under increased volume and complexity?

e Can ODD, Investment Due Diligence and
governance workflows scale effectively?

e Are manual, spreadsheet-based systems
still viable?

e Is the data infrastructure adequate to
support  broader  oversight and
transparency?

e Are you getting the most out of your
custodian relationship?

Now is the moment to pressure-test and re-
evaluate the appropriateness of the operating
model. In some cases, it will make sense to hire.
In others, extending partnerships with external
experts and technology providerscan bring
flexibility and immediate impact without long-
term headcount risk.

Reviewing your model now ensures you are not
forced into reactive change later. The right
external support can augment core functions
and help future-proof key processes.

Decisions Today Will Define
Outcomes Tomorrow

The Mansion House agenda and Fit for the Future
assessments are not optional for LGPS Pools. They
represent an active reshaping of the UK public pension
landscape with real implications for scale, strategy and
governance.

LGPS Pools should act quickly and decisively, however,
speed cannot come at the expense of a risk-controlled
process. Transitions must be deliberate, not rushed.
Complexity must be managed, not underestimated.

Bringing in the right external support now, whether for
ODD, transition governance or operating model
enhancement, is a strategic decision that will determine
how well risk is controlled and value preserved.

The clock is ticking, but with the right planning, the right
governance and, crucially, the right partners, this can be
a turning point that strengthens not strains the LGPS.
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How ORC Can Support LGPS Pools

ORC brings deep, hands-on experience in
managing complex transitions and mitigating
the full spectrum of operational risks outlined in
this thought piece. We can partner directly with
LGPS Pools to act as an extension of your
internal team, adding bandwidth, precision and
control where it’s needed most.

We don’t just deliver ODD, we manage
transitions end-to-end, from asset re-
registration to manager coordination. Our
senior team understands the realities of large-
scale change and brings the structure and
governance to keep everything on track.

Our ODD and monitoring solutions are designed
for speed and flexibility. We tailor our approach
to align with your methodology, enabling
meaningful comparisons across old and new
portfolios. Using a risk-based model, we help
you triage where to focus and accelerate
diligence where it matters.
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4 Reform at this scale
demands specialist
execution.

LGPS Pools need expert
partners like ORC to get it &
right, first time. #? Nigel Morriss
CEO

Custody transitions are another critical focus. ORC has
helped pension allocators strengthen existing custodian
relationships through formalised governance, clear
Service Level Agreements and performance oversight,
driving better outcomes without unnecessary change.

When it comes to operating model transformation, we
go beyond diagnostics. We identify what needs to
evolve, then work with you to implement scalable
solutions by upgrading policies, controls and
governance frameworks, creating real capacity for your
team.

Now’s the time to secure experienced support. Let’s
talk about how we can help you navigate what’s next.

Nigel Morriss (CEO) - nigel.morriss@orclimited.com
Maria Long (Partner) - maria.long@orclimited.com

Contact Us

M enquiries@orclimited.com

MM

})yrigﬁt Omnal Rlns:k Consulting Limited 2025 © All Rights Reserved


mailto:enquiries@orclimited.com
https://www.google.com/url?sa=t&source=web&rct=j&opi=89978449&url=https://uk.linkedin.com/company/operational-risk-consulting-limited-orc&ved=2ahUKEwjHm8iE5v2FAxUnWUEAHQYrDzAQFnoECBMQAQ&usg=AOvVaw03phkf3PEToVodGCIGfWug
https://orclimited.com/Solutions/custody-fund-administration/
https://orclimited.com/Solutions/advisory/transformation.html
https://orclimited.com/Solutions/operational-due-diligence/

