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PENSIONS INVESTMENT COMMITTEE 

Report Title 
 

DECLARATIONS OF INTERESTS 

Key Decision 
 

No  Item No. 1 
 

Ward 
 

 

Contributors 
 

CHIEF EXECUTIVE 

Class 
 

Part 1 Date: 22 June 2017 

 
Declaration of interests 
Members are asked to declare any personal interest they have in any item on the 
agenda. 
 

Personal interests 
There are two types of personal interest :-  

(a) an interest which you must enter in the Register of Members’ Interests* 
(b) an interest where the wellbeing or financial position of you, (or a “relevant 

person”) is likely to be affected by a matter more than it would affect the 
majority of in habitants of the ward or electoral division affected by the 
decision. 

 
*Full details of registerable interests appear on the Council’s website. 
 
(“Relevant” person includes you, a member of your family, a close associate, and  
their employer, a firm in which they are a partner, a company where they are a 
director, any body in which they have securities with a nominal value of £25,000 and 
(i) any body of which they are a member, or in a position of general control or 
management  to which they were appointed or nominated by the Council, and  
(ii) any body exercising functions of a public nature, or directed to charitable 
purposes or one of whose principal purpose includes the influence of public opinion 
or policy, including any trade union or political party) where they hold a position of 
general management or control,  
 
If you have a personal interest you must declare the nature and extent of it before 
the matter is discussed or as soon as it becomes apparent, except in limited 
circumstances.  Even if the interest is in the Register of Interests, you must declare it 
in meetings where matters relating to it are under discussion, unless an exemption 
applies. 
 

Exemptions to the need to declare personal interest to the meeting  
You do not need to declare a personal interest where it arises solely from 
membership of, or position of control or management on: 
 

(a) any other body to which your were appointed or nominated by the Council 
(b) any other body exercising functions of a public nature. 
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In these exceptional cases, unless your interest is also prejudicial,  you only need to 
declare your interest if and when you speak on the matter .   
 

Sensitive information  
If the entry of a personal interest in the Register of Interests would lead to the 
disclosure of information whose availability for inspection creates or is likely to create  
a serious risk of violence to you or a person living with you, the interest need not be 
entered in the Register of Interests, provided the Monitoring Officer accepts that the 
information is sensitive.  Where this is the case, if such an interest arises at a 
meeting, it must be declared but you need not disclose the sensitive information.  
 

Prejudicial interests 
Your personal interest will also be prejudicial if all of the following conditions are met: 
 

(a) it does not fall into an exempt category (see below) 
(b) the matter affects either your financial interests or relates to regulatory 

matters -  the determining of any consent, approval, licence, permission or 
registration 

(c) a member of the public who knows the relevant facts would reasonably 
think your personal interest so significant that it is likely to prejudice your 
judgement of the public interest. 

 

Categories exempt from being prejudicial interest 
 

(a) Housing – holding a tenancy or lease with the Council unless the matter 
relates to your particular tenancy or lease; (subject to arrears exception) 

(b) School meals, school transport and travelling expenses; if you are a parent 
or guardian of a child in full time education, or a school governor unless 
the matter relates particularly to the school your child attends or of which 
you are a governor;  

(c) Statutory sick pay; if you are in receipt 
(d) Allowances, payment or indemnity for members  
(e) Ceremonial honours for members 
(f)  Setting Council Tax or precept (subject to arrears exception) 

 

Effect of having a prejudicial interest 
If your personal interest is also prejudicial, you must not speak on the matter.  
Subject to the exception below, you must leave the room when it is being discussed  
and not seek to influence the decision improperly in any way. 
 

Exception 
The exception to this general rule applies to allow a member to act as a community 
advocate notwithstanding the existence of a prejudicial interest.  It only applies 
where members of the public also have a right to attend to make representation, give 
evidence or answer questions about the matter. Where this is the case, the member 
with a prejudicial interest may also attend the meeting for that purpose.  However the 
member must still declare the prejudicial interest, and must leave the room once they 
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have finished making representations, or when the meeting decides they have 
finished, if that is earlier.  The member cannot vote on the matter, nor remain in the 
public gallery to observe the vote. 
 
Prejudicial interests and overview and scrutiny   
 
In addition, members also have a prejudicial interest in any matter before an 
Overview and Scrutiny body where the business relates to a decision  by the 
Executive or by a committee or sub committee of the Council if at the time the 
decision was made the member was on  the Executive/Council committee or sub-
committee and was present when the decision was taken. In short, members are not 
allowed to scrutinise decisions to which they were party.  
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PENSIONS INVESTMENT COMMITTEE 
 

Report Title 
 

MINUTES  

Key Decision 
 

No  Item No. 2 
 

Ward 
 

All 

Contributors 
 

CHIEF EXECUTIVE 

Class 
 

Part 1 Date: 22 June 2017 

Recommendation 

That the Minutes of the meeting of the Committee, held on 7 February 2017 be 
confirmed and signed.  
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MINUTES OF THE PENSIONS INVESTMENT 

COMMITTEE MEETING 

Tuesday 7 February 2017 at 7pm 

 

PRESENT: Councillors Ingleby (Chair), Hooks (Vice-Chair), Muldoon, Hilton, Johnston-

Franklin and Maslin 

Also present: David Austin (Head of Corporate Finance), Helen Glass (Principal Lawyer), 

William Marshall (Hymans Robertson Consultant), Rebecca Craddock- Taylor (Hymans 

Robertson Consultant),  

Apologies: Councillor Best and Councillor Ogunbadewa 

 

1. Declarations of Interest 

 

No interests were declared by Members 

 

2. Minutes  

 

RESOLVED that the Minutes of the last meeting held on 15 November 2016 are 

agreed and signed as a correct record. 

 

The order of items were agreed to be changed by the Chair as follows 

The Chair pointed out that the government requires new FSS and investment 

strategy principles therefore the outcome of this meeting is crucial to that. Results will 

be on the triennial valuation. 

 

3. Valuation and Investment Strategy 

 

William and Rebecca presented this report on behalf of Hymans Robertson. The 

following statements were made by them. 

The key driver of a good fund is Strategy- the 5 other key factors are Objectives, 

Investment Beliefs, Structure, Fit-for-purpose managers and Review and ongoing 

monitoring. 

The primary investment objective of the Fund is to ensure that the assets are 

invested to secure the benefits of the Fund’s members under the Scheme 

Explaining the importance of bridging the gap between objectives and strategy, the 

committee looked at Actual objectives for 2 local government pension funds were 

displayed on slide 6. A pension funds strategy to achieving its objectives will vary, 

dependent on varying investment beliefs. Speaking on the investment beliefs of 

Hymans set out on slide 7, William advised that the Committee set out their own 

investment beliefs and ensure that match with the assets the Pension Fund holds. 

This will provide clarity, context and continuity. William also pointed out that it is 

important to have investment beliefs for the sake of public scrutiny as a public fund. 

For example, the belief that diversification provides stability goes with the belief that 

diversifying helps to reduce risk, in particular some of the potential extremes of risk, 

although it has its limits. 

Page 5



On slide 8, the graph showed that the probability of achieving funding was broadly 

the same under a high equity strategy or low equity strategy. However, both 

strategies displayed have a similar chance of obtaining the objective- but the one that 

is more diversified and more exposed to income assets gives much more of a 

“downside cushion” if markets were not in favour, thus making the diversified 

approach more attractive. 

 

Three main asset classes- diversified growth fund, alternative credit and 

infrastructure. A 3% allocation of the DGF has already been agreed and selected- 

this is a low governance way of increasing the diversification within the portfolio. 

They target generally absolute returns but with much lower equity volatility, making it 

manageable within active markets. 

Alternative credit is income generated from assets. Hymans suggest increase the 

allocation from 10% to 15%. It also has benefit of providing income. The income 

generated from those assets could be used to pay out some of the benefits that are 

going out at the moment. 

Infrastructure provides a good source of income too. It is inflation linked to meet 

income requirements. There’s currently quite an attraction to infrastructure. There is 

a scope to increase this allocation to approximately 6%, however, there is a 

consideration that comes with infrastructure that takes time so this is likely to be 

more of a long term target. 

 

Further explaining the capital structure of alternative credit, HR explained that a lot of 

institutional investors are investing in this diversifier. They have a lower credit rating, 

so they carry more risk than corporate bonds, but default rates are quite low the 

return is high. The reason this would be preferable despite its high its high risk is 

because alternative credit assets are securitised, so have assets backing the bonds 

and loans that companies are taking out. Generally, the default rates that they carry 

have been quite low, and if there has been a default, the recovery of the asset has 

been relatively high. As a result, HR would deem this asset as attractive at this time. 

 

In regards to infrastructure, HR suggested, for the fund, to focus more on income 

than growth when considering the range of options for risk and return. There are 

different stages to invest in infrastructure- there is a higher return opportunity in 

taking projects from the “opportunistic/greenfield” stage to the operating stage, but 

with the trade-off of higher development risk.  The “core/brownfield” stage is where 

there is an existing income producing assets and where there is more focus on 

income.  

 

Speaking on Blackrock’s Global Renewable Power Fund and Foresight Solar Fund, 

HR stated that both a relatively specialist, particularly Foresight, focusing only on 

solar funds and assets. The investment company focuses on providing shareholders 

with dividend income by investing in UK ground based solar assets. Blackrock’s fund 

is slightly more diversified globally. The Fund focuses on equity ownership in utility-

scale wind and solar power projects. Their investment philosophy is based on a 

fundamental understanding of the investment manager’s strategy, aligning incentives 

between manager and investor, exercising independent judgement and a focus on 

market inefficiencies. 

 

Concluding and summarising potential diversifiers, HR asked the Committee to 

consider that it would take some time to invest in Infrastructure and the capital to be 
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drawn by the fund managers, excluding the consideration of the CIV as that would 

add a significant amount of time. They suggested having an interim period- so the 

overall strategic aim is to invest, so prioritising that, they suggested increasing the 

allocation of Diversified Growth to 6%. 

For alternative credit, it would be preferable to have a multi-asset credit manager so 

they can so they can change between the different scopes of alternative credit. The 

recommendation would be to increase this allocation by 6%, bringing it up to 7%. 

 

HR recommended requesting fund specifics from managers to review the 

progression of Infrastructure. 

 

RESOLVED The Committee agreed the allocation increase of 6% under Diversified 

Growth. 

 

4. Blackrock- Fund manager briefing 

 

Blackrock representatives, presented LBL Investment Portfolio. They made the 

following points during their presentation 

- Asset allocation as at 31 December 2016 totalled a value of £525m invested 

- The relevant performance of Aquila life-relative performance being any difference 

in returns between the first fund and the index-  he indices are being tracked very 

carefully 

Blackrock have been carefully considering the best approach for their clients 

regarding the London CIV. The government has set certain specific constraints under 

the authorised contractual scheme which states that there can no longer be 

investments in life policies- which LBL are currently invested in. Blackrock have built 

a final solution for LBL which does not use life policies and have prepared a proposal 

to move into the final state solution. Based on feedback from other boroughs, 

Blackrock are confident that after the forthcoming meeting, Lewisham will have 

solutions to all their questions and that they will have a final solution they are pleased 

with. 

Speaking on low carbon and ESG optimisation, these are 2 index options to consider 

for investors who are looking to reduce carbon exposure or increase exposure to 

positive environmental, social and governance (ESG) factors, while restricting 

tracking error to the market capitalisation weighed index. Either approach would 

result in more variability. The average/mean will still be the market return but in a 

recording cycle a 0.5% volatility difference could be expected. 

Blackrock has conducted research to research to determine how a portfolio’s Carbon 

Emissions and ESG ratings can change as tracking error limits vs the Parent Indices 

increase. For MSCI World, it was found that significant improvement could be made 

in reducing portfolio carbon emissions with 30bp tracking error to the parent index, 

which BR present in a diagram in their presentation. Similarly, ESG ratings improved 

with 50bp tracking error (also shown in their presentation). If we attempt to 

outperform a benchmark and we simply use positive ESG scores, we will outperform 

by a smaller margin. If we incorporate non-ESG indicators, like their dividend history 

for example, into the decision making process, the outperformance is higher because 

of the combination of the two, as BlackRock have experienced 
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The move from life policies -to which Is where historically funds have been for years-  

to authorised contractual schemes, has displayed a big theme arising on the back of 

pooling. Within the authorised contractual scheme, to hold something within it, it has 

to be very transparent and, the life funds are not transparent. Other rivals have not 

launched an ACS and have kept their life fund policies, and in some way, this 

sector/industry appears to be working well. It appears to be a work-in-progress. It 

would have been beneficial for the committee to have seen something in writing from 

Blackrock on this topic. 

The way HR view ESG, is that it is an additional aspect that managers should be 

looking at- it is a risk to the value that investors could eventually receive and it is their 

duty to then look at it. It is also the fiducial duty of LBL to ensure that the managers 

assessing all the risks across the board. There are 2 ways to look at the ESG 

“responsible” investment of which there are 2 aspects- the sustainable investment, 

which is incorporating ESG risks, additional opportunities within the decision making, 

probably more or active managers; and then the stewardship and governments 

aspect of investment, of which asset managers really ought to be showing their 

strengths because they are every long term holders of these assets. The only way 

they can really protect value is to ensure that company management are on the side 

of the investors 

 

5. Hymans performance report 

 

Given the American outcome, markets were relatively stable and quite strong 

performance from equities.  Unlike previous periods, bonds fell in value due to 

increasing yields- that’s was a result of the expectation of less supportive central 

bank policy, and in particularly inflation. Property was relatively strong as well, there 

was an increase in capital values. In the UK interest rate stayed at 0.25%. US 

equities reached an all-time high and they continue to climb as do UK equities. The 

only region that struggled was emerging markets. That was the view from the market 

that the President has quite a protectionist policy, so there are concerns around 

emerging markets. The oil price rose, so that supported commodities in the oil and 

gas industry and since the end of December we have continued to see rising 

performance of equities.  

 

Assets at the end of December were at £1.2bn- an increase of £38m over the 

quarter. Most of those returns came from Lewisham’s equity holdings within passive 

managers. There is a divergence in Lewisham strategic allocation to the actual 

allocation- there is potential to consider some rebalancing here. HR believe it is a 

very good scheme to have and maintain within the strategic allocation. 

  

Returns over the quarter for the total fund were 3.7% against a benchmark of 3.6%. 

Over the longer term, it is visible that the fund falls very much in line with the 

benchmark and that is due to fact the Lewisham has largely passive holders. Last 

year the fund was particularly strong at 22.5%, although a similar type of return is not 

expected over the next year just due to the volatility expected. 

RESOLVED the report was noted. 
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6. Pension Fund update/ London CIV 

 

The Chair asked Hymans representatives to briefly discussing the nature of the 

strategies below before the Committee moved onto the final item. 

 

Funding Strategy Statement 

As mentioned in the February meeting, the FSS is part of the LGPS, set up by the 

UK government to provide retirement and death benefits for local government 

employees. The Lewisham Pension Fund uses the assets to pay Fund benefits to the 

members. Hymans asked that the strategy (set out in the report) is agreed to 

delegate this back and have it agreed, consulted and in place by 31 March 2017.  

 

Investment Strategy Statement 

The Fund historically has a statement of investment principles and the new 

investment regulations (2016) remove many of the investment restrictions that were 

in place for the LGPS and allow Funds considerable discretion about where and how 

to invest. Funds must have an ISS approved by April 2017 as a replacement of the 

statement of investment principles. Hymans discussed the rebalancing operation for 

the 2 main managers, UBS and Blackrock and the importance of ensuring these 

arrangements are in place for their passive multi-asset mandates. 

 

 

 

Key priorities for the Business Plan include: 

- rebalancing within the fund managers 

- multi-asset credit- the scope is to go up to 12% (take 6% out of equities 

and hold in cash in advance of the start of the process). HR 

recommended taking this out of non-emerging markets 

- consideration of investing in pooled funds- this is an investment decision 

rather than appointing a manager 

- Infrastructure exploration and training 

 

 

RESOLVED the reports were noted. 

 

 

The meeting finished at 9:32p.m. 
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PENSIONS INVESTMENT COMMITTEE 

 

 

REPORT TITLE 
 

 

Introduction to Investment Beliefs – Report by Hymans Robertson 
 

 

KEY DECISION 
 

No 
 

Item No:  3 

 

WARD 
 

N/A 

 

CONTRIBUTORS 
 

Head of Corporate Resources 

 

CLASS Part 1 Date: 22 June 2017 

 
 
1. PURPOSE 

 
1.1. This report from the Fund’s advisors Hymans Robertson is to introduce and 

remind members of the need to develop a Statement of Investment Beliefs; it 
recaps on the purpose of each element of the current Investment Strategy and 
surveys members for their current beliefs, which will lead to a further paper 
setting out the beliefs of the Committee based on their answers.  
 

2. RECOMMENDATIONS 
 

2.1. Members are asked to note the contents of the report. 
 

2.2. Members are asked to respond to the beliefs questionnaire on an individual basis 
in advance of the next meeting of PIC. 
 

3. SUMMARY 
 

3.1. The contents of this report include: 

 Key characteristics of the Fund 

 How investment beliefs add value 

 Exploring members’ investment beliefs 
 

4. FINANCIAL IMPLICATIONS 
 

4.1. There are no financial implications arising directly from this report. 
 

5. LEGAL IMPLICATIONS 
 

5.1. There are no legal implications arising directly from this report. 
 
6. CRIME AND DISORDER IMPLICATIONS 

 
6.1. There are no crime and disorder implications directly arising from this report. 

 
7. EQUALITIES IMPLICATIONS 

 
7.1. There are no equalities implications directly arising from this report. 

 
8. ENVIRONMENTAL IMPLICATIONS 
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8.1. There are no environmental implications directly arising from this report. 
 
 

 APPENDICES 
  
 The full report is attached for members only.  Commentary will be provided at the 

meeting by the Council’s appointed advisors from Hymans Robertson. 
 
 FURTHER INFORMATION 
 
 If there are any queries on this report or you require further information, please 

contact: 
 
 David Austin, Head of Corporate Resources on 020 8314 9114 or at 

david.austin@lewisham.gov.uk 

 
 Robert Browning, Principal Accountant – Treasury & Pensions on 020 8314 6274 

or at robert.browning@lewisham.gov.uk 
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PENSIONS INVESTMENT COMMITTEE 

 

 

REPORT TITLE 
 

 

Investment Performance for the quarter end March 2017  
 

 

KEY DECISION 
 

No 
 

Item No:  5 

 

WARD 
 

N/A 

 

CONTRIBUTORS 
 

Head of Corporate Resources 

 

CLASS Part 1 Date: 22 June 2017 

 
 
1. PURPOSE 

 
1.1. This report sets out the quarterly performance of the Pension Fund investment 

portfolio – see attached report as presented by the Council’s advisors, Hymans 
Robertson.  
 

2. RECOMMENDATIONS 
 

2.1. The committee is asked to note the contents of the report. 
 
3. SUMMARY 

 
3.1. The report covers: 

 The value of the fund's assets and movements over the quarter to 31 March 
2017 

 The returns generated by the Fund (net of fees) over the quarter, and how 
these compare to the agreed benchmarks.  

 An assessment of the fund managers and any recommendations for the next 
quarter. 

 
4. FINANCIAL IMPLICATIONS 

 
4.1. There are no financial implications arising directly from this report. 

 
5. LEGAL IMPLICATIONS 

 
5.1. As the administering authority for the Fund, the Council must review the 

performance of the Fund’s investments at regular intervals and review the 
investments made by Fund Managers quarterly. 
 

5.2. The Pension Regulations require that the Council has regard to the proper advice 
of its expert independent advisors in relation to decisions affecting the Pension 
Fund.  They must also have regard to the separate advice of the Chief Financial 
Officer who has statutory responsibility to ensure the proper administration of the 
Council’s financial affairs, including the administration of the Pension Fund. 

 
6. CRIME AND DISORDER IMPLICATIONS 

 
6.1. There are no crime and disorder implications directly arising from this report. 

Page 64

Agenda Item 5



  

 
7. EQUALITIES IMPLICATIONS 

 
7.1. There are no equalities implications directly arising from this report. 

 
8. ENVIRONMENTAL IMPLICATIONS 

 
8.1. There are no environmental implications directly arising from this report. 
 
 

 APPENDICES 
  
 The full report and performance is attached for members only.  Commentary will 

be provided at the meeting by the Council’s appointed advisors from Hymans 
Robertson. 

 

 FURTHER INFORMATION 
 
 If there are any queries on this report or you require further information, please 

contact: 
 
 David Austin, Head of Corporate Resources on 020 8314 9114 or at 

david.austin@lewisham.gov.uk 
 
 Robert Browning, Principal Accountant – Treasury & Pensions on 020 8314 6274 

or at robert.browning@lewisham.gov.uk 
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PENSIONS INVESTMENT COMMITTEE 

 

 

REPORT TITLE 
 

 

Pensions Investment Committee – Pensions Update 
 

 

KEY DECISION 
 

No 
 

Item No:  6 

 

WARD 
 

N/A 

 

CONTRIBUTORS 
 

Head of Corporate Resources 

 

CLASS Part 1 Date: 22 June 2017 

 
 
1. PURPOSE 

 
1.1. This paper provides members with an update on several pension related matters 

in the last period. 
 

2. RECOMMENDATIONS 
 
2.1. Members are asked to agree to the following recommendations: 

 

 As per section 4.11, option A: 
To maintain the current life fund structure within the BlackRock mandate 
and take advantage of the fee reduction backdated to January 2017. 

 

 As per section 4.13, to ask officers to approach UBS with a view to 
discussing similar arrangements to the BlackRock offer for a  fee 
reduction. 
 

 Agree the revision to the Investment Strategy Statement for rebalancing as 
set out in the table at 4.15. 
 

2.2. Members are asked to note the remainder of the report. 
 

3. BACKGROUND 
 

3.1. This briefing will provide a summary of current topics relating to pensions and 
address standing items on the agenda, following on from actions requested in 
previous meetings. 

 
4. CURRENT CONSIDERATIONS 

 
Pension Board 
 

4.1. The Pension Board has not met in the last quarter. Efforts are now being made to 
contact existing Board members to confirm their continued interest in serving, 
before any forthcoming meetings can be scheduled. Further developments will be 
reported on at the next meeting of the PIC. 
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London Collective Investment Vehicle (CIV) – General Update 
 

4.2. The Pensions Sectoral Joint Committee (PSJC) continue to meet, with the Chair 
of PIC representing Lewisham Pension Fund’s interests. The Head of Corporate 
Resources and Principal Accountant are also in regular contact with the CIV. 
 

4.3. To date, none of the funds launched by the CIV have been funds Lewisham are 
invested in or planning to invest in. The CIV currently offers two global equity and 
four multi-asset funds; by September 2017 it will have launched a further six 
funds; one UK Equity and an additional five global equity funds. 
 

4.4. The CIV is preparing to procure and launch a range of fixed income funds, 
including multi-asset income funds with targeted returns (e.g. 4-6% and 6-8%). 
This was originally scheduled for March 2018 but has been brought forward.  The 
CIV is now working to have these fixed income funds available by December 
2017.  

 
4.5. The inaugural CIV annual conference was held in March 2017 and included 

opportunities to meet the managers of the funds on the CIV platform. Next year’s 
meeting will be held in June 2018 

 
4.6. The Training schedule in Appendix 2 includes CIV seminars and events suitable 

for members currently planned to take place this year. Further information on 
these events can be obtained by emailing jill.davys@londonciv.org.uk. 
 
CIV – Transition to BlackRock ACS Structure 
 

4.7. BlackRock have launched a new World ex-UK Authorised Contractual Scheme 
(ACS) equity fund for CIV members with opening assets of £2.1bn and are 
seeking to obtain final decisions from London Boroughs regarding their intentions 
on switching into the fund. This would be a two-step process, moving from the 
current life funds (from 2018 LGPS will not be able to open new life funds) to the 
ACS World ex-UK structure, before transitioning from BlackRock to the CIV 
platform. 
 

4.8. The CIV is structured as an ACS so, under current regulations, cannot take on 
life funds. ACS are likely to grow and become the more common structure in the 
industry as they are being marketed to a range of investors besides pension 
funds. The ACS fund is slightly more tax efficient than life structures, and is no 
more complicated from an administrative point of view. 
 

4.9. BlackRock have proposed a reduced fee structure for those Funds transitioning 
to the ACS mandate backdated to January 2017, but have also offered the same 
reduced fees for those Funds choosing to remain in their current state. At present 
the Government has accepted that life fund assets can remain outside of the CIV, 
although they may enforce the change to ACS at a later date. 
 

4.10. If Lewisham opted to convert the current life fund structure there would be a 
transition cost incurred to move to the ACS mandate.  Based on the fund value at 
the end of February 2017 this was quoted as 0.04% of the total value of 
BlackRock equity holdings (or approximately £150,000).  Relative to the current 
fee structure this would represent an approximate nine month payback period.  
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4.11. The options available to members are as follows: 
 
A. Maintain the current life fund structure within the BlackRock mandate and 

take advantage of the fee reduction backdated to January 2017. 
 
B. Move to the new ACS structure now and take advantage of the backdated 

fee reduction, with a view to transitioning to the CIV platform in 2018. 
 
4.12. The advantages of both options are access to the offered fee savings from 

BlackRock.  In both cases a levy as a proportion of the fee reduction will be paid 
to the London CIV by Lewisham.  The disadvantage of option A is that it defers 
the decision to move to the emerging common industry ACS structure with the 
risk that the cost of change may be more expensive in the future.  The 
disadvantage of option B is that it incurs cost now without a guarantee that the 
transition will be needed or whether this is a mandate that will move to the CIV.   
 

4.13. The recommendation from the Fund’s advisors Hymans Robertson is to pursue 
option A. Officers believe this option is also consistent with the majority of other 
London Pension Funds faced with the same choice. 
 

4.14. Given the BlackRock proposals for fee reductions, there is a possibility that UBS 
would also consider fee reductions for the similar mandate Lewisham holds with 
them.  Officers recommend approaching UBS to discuss fee arrangements. 

 
Rebalancing of the Fund 
 

4.15. The first phase of disinvestment from equities for investment into the Invesco 
Global Targeted Returns Fund (GTRF) and the pending alternative credit 
mandate is currently in progress and should be completed by the end of June 
2017.  
 

4.16. Approximately £155m of equities are being sold from the UBS and BlackRock 
mandates, representing 12% of the total assets held by the Fund as at 31 May 
2017. Half of this will be invested with Invesco, the other half temporarily retained 
as cash for future investment into new the alternative credit mandate. Table 1 
shows asset allocations following the completion of this stage of the 
disinvestment against the updated medium term benchmark allocations. 
 
Table 1 – Asset Allocation Following Completion of Phase One 

  

Fund 

Manager 

Asset 

Class 

Asset 

Value at 

31 May 

17 

 

 

 

£m 

Adjusted 

Asset Value 

(Following 

Completion 

of Phase 

One) 

 

£m 

Movement 

in Fund 

Actual 

Asset 

Allocation 

 

 

 

 

% 

Updated 

Medium 

Term 

Benchmark 

 

 

 

% 

BlackRock Equities 433.12 355.57 (6.00%) 27.51% 27.45% 

UBS Equities 426.11 348.56 (6.00%) 26.96% 27.45% 

BlackRock Bonds 126.14 126.14 - 9.76% 9.55% 

UBS Bonds 126.03 126.03 - 9.75% 9.55% 

Harbourvest Private 

Equity 

50.80 50.80 - 3.93% 3.00% 
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Fund 

Manager 

Asset 

Class 

Asset 

Value at 

31 May 

17 

 

 

 

£m 

Adjusted 

Asset Value 

(Following 

Completion 

of Phase 

One) 

 

£m 

Movement 

in Fund 

Actual 

Asset 

Allocation 

 

 

 

 

% 

Updated 

Medium 

Term 

Benchmark 

 

 

 

% 

Schroders Property 102.59 102.59 - 7.94% 10.00% 

M&G Alternative 

Credit 

8.88 8.88 - 0.69% 1.00% 

To be 

confirmed 

Alternative 

Credit 

- 77.55 6.00% 6.00% 6.00% 

Invesco Diversified 

Growth 

- 77.55 6.00% 6.00% 6.00% 

Northern 

Trust 

Securities 

Lending 

0.12 0.12 - 0.01% - 

 Cash 

Holdings 

18.71 18.71 - 1.45% - 

 Total 1,292.50 1,292.50 - 100.00% 100.00% 

 
4.17. The second phase of rebalancing will take place later in the year and will form 

part of the agenda at the next PIC meeting in September. 
 

4.18. Consistent with the agreed Funding Strategy and Investment Strategy at the end 
of 2016/17, PIC are asked to agree the update to the fund allocations following 
this rebalancing and that the Investment Strategy Statement be updated to reflect 
this.   
 
Government Policy Changes 
 

4.19. No specific changes. There have been some minor developments with regards to 
the MiFID II legislation coming into force on 1 January 2018. Pressure has 
continued to be applied to the Financial Conduct Authority (FCA) to consider its 
position with regards to the classification of local authority pension funds and 
treasury operations. Whilst no formal response has been received, feedback from 
the LGA and a recent meeting of the All Parliamentary Party Group for LGPS 
suggest that the opt-up process from retail to professional status will be simplified 
from initial proposals. A recent survey from CIPFA revealed that they are 
developing an online portal, ‘Public Sector Link’, which will allow authorities to 
upload their key organisational data in a consistent format which can be 

transmitted to multiple financial institutions, allowing them to be elected up to 
professional status. Further updates will be provided at the next meeting of the 
PIC. 
 
Work Programme 
 

4.20. The 2017/18 work programme for the Committee can be found in Appendix 1 and 
is consistent with the PIC’s Terms of Reference as per the Council’s Constitution. 
The programme is subject to amendment as the year progresses. 
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Training  
 

4.21. A selection of conferences, workshops and seminars for the last two quarters of 
2017 have been listed in Appendix 2. Should members find any of the sessions 
of interest, or have identified other training they would like to attend, please can 
they keep the Governance Team or Principal Accountant for Treasury and 
Pensions informed. 
 

4.22. Officers continue to recommend the excellent training tools available via the 
Pensions Regulator at: http://www.thepensionsregulator.gov.uk/public-service-
schemes/learn-about-managing-public-service-schemes.aspx.  In addition, as 
members have previously reported that this was a helpful resource, copies (or 
links) to Russell’s Fiduciary Handbook are also available.   

 
Other Matters 
 

4.23. None to note. 
 
5. FINANCIAL IMPLICATIONS 

 
5.1. The financial implications arising directly from this report relate to the options for 

accepting a fee reduction on the BlackRock passive mandate.  These are set out 
in section 4 of the report and will reduce the funds costs in 2017/18. 
 

6. LEGAL IMPLICATIONS 
 

6.1. It is within the powers of this committee to agree changes to the fund mandates. 
Proper independent advice must be taken. 
 

7. CRIME AND DISORDER IMPLICATIONS 
 

7.1. There are no crime and disorder implications directly arising from this report. 
 

8. EQUALITIES IMPLICATIONS 
 

8.1. There are no equalities implications directly arising from this report. 
 

9. ENVIRONMENTAL IMPLICATIONS 
 

9.1. There are no environmental implications directly arising from this report. 
 

 APPENDICES 
  
 Appendix 1 – Work Programme for PIC 2017/18 
 Appendix 2 – Training Programme Quarters 3 & 4 2017 

 
 FURTHER INFORMATION 
 
 If there are any queries on this report or you require further information, please 

contact either:  
 David Austin, Head of Corporate Resources on 020 8314 9114 or at 

david.austin@lewisham.gov.uk 
 Robert Browning, Principal Accountant – Treasury & Pensions on 020 8314 6274 

or at robert.browning@lewisham.gov.uk Page 84
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APPENDIX 1 – Work Programme for PIC 2017/18 

Date Task 

At each meeting of 
PIC: 

To review the current economic background and recent investment 
performance 

To review the Fund’s asset allocation and investment activity since the 
last meeting and the current investment portfolio 

To approve changes to investment strategy in the light of 
recommendations from the Executive Director of Resources and the 
Fund’s independent advisors 

To note updates to pension funds in general and consider standing 
items on the agenda including updates on the London CIV and any 
Government policy changes 

To consider the Committee’s training requirements 

To maintain and suggest updates as necessary to the Funding Strategy 
Statement (FSS) and Investment Strategy Statement (ISS) 

Meeting of PIC – 22 
June 2017 

Introduction to Investment Beliefs – consider report from Hymans 
Robertson 

Alternative Credit Procurement – consider report from Hymans 
Robertson 

Review Draft Pension Fund Accounts 2016/17 

July 2017 Proposed Interviews for Alternative Credit Manager procurement 

2 August 2017 
Proposed Infrastructure Training to be held by Hymans Robertson  for 
members 

Meeting of PIC – 5 
September 2017 

Review Audited Pension Fund Accounts 2016/17 

Discuss Phase Two of disinvestment from equities, specifically the 
procurement of an Infrastructure manager and an increase to the 
alternative credit asset allocation 

Investment Beliefs – built on results of questionnaires from June 
meeting 

Potential AVC Review 

Investment Manager Briefing – Invesco 
Investment Manager Briefing – Schroders 
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October 2017 Potential procurement of Infrastructure manager 

Meeting of PIC – 14 
November 2017 

Review Pension Fund Annual Report 2016/17 

Review Private Equity allocation with regards to investment strategy 

Consider updates on MIFID and impact on the Fund 

Investment Manager Briefing – UBS 
Investment Manager Briefing – HarbourVest 
Investment Manager Briefing – New Manager – Alternative Credit 

Meeting of PIC – 8 
February 2018 

Investment Manager Briefing – BlackRock 
Investment Manager Briefing – M&G 
Investment Manager Briefing – New Manager - Infrastructure 
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APPENDIX 2 – Training Programme Quarters 3 & 4 2017 

 

Date Conference/Event Organiser Venue 
Cost & Additional 
Information 

12/07/17 
Governance in a 
Changing Environment 

CIPFA 
Bishopsgate, 
London 

£345 
Day Event 

31/08/17 
Alternative Credit and 
Private Debt Investing 
for Pension Funds 

SPS Conferences 
Le Meridien 
Piccadilly, 
London 

2 Free Places 
Day Event 

14/09/17 

Emerging, Frontier, & 
Alternative Markets 
Investment Strategies 
for Pension Funds 

SPS Conferences 
Le Meridien 
Piccadilly, 
London 

2 Free Places 
Day Event 

19/09/17 
Fixed Income/Cashflow 
Seminar 

London CIV TBA Free - By Invitation 

20/09/17 
Introduction to 
Trusteeship – Part 1: 
The Theory 

PLSA 
Cheapside 
House, London 

Free to Members 
Day Event 

26/09/17 
Introduction to 
Trusteeship – Part 2: 
The Practice 

PLSA 
Cheapside 
House, London 

Free to Members 
Day Event 

10/10/17 
Global Equity 
Information Day Phase II 

London CIV TBA Free  - By Invitation 

12/10/17 

Property, Real Assets & 
Infrastructure Investing 
for Yield for Pension 
Funds 

SPS Conferences 
Le Meridien 
Piccadilly, 
London 

2 Free Places 
Day Event 

02/11/17 
Introduction to 
Trusteeship – Part 1: 
The Theory 

PLSA 
Cheapside 
House, London 

Free to Members 
Day Event 

14/11/17 
Introduction to 
Trusteeship – Part 2: 
The Practice 

PLSA 
Cheapside 
House, London 

Free to Members 
Day Event 

06-
08/12/17 

The LAPFF Annual 
Conference: Responsible 
Investment, Impact on 
Boards, Impact on Asset 
Management 

LAPFF Bournemouth 
Multi-day Event 
Cost TBC 

12/12/17 Property Seminar London CIV TBA Free – By Invitation 
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PENSIONS INVESTMENT COMMITTEE 

 

 

REPORT TITLE 
 

 

Draft Pension Fund Accounts – Year Ending 31 March 2017 
 

 

KEY DECISION 
 

No 
 

Item No:   

 

WARD 
 

N/A 

 

CONTRIBUTORS 
 

Head of Corporate Resources 

 

CLASS Part 1 Date: June 2017 

 
 
1. PURPOSE 

 
1.1. This report sets out the draft Pension Fund accounts for the financial year ending 

31 March 2017. 
 

1.2. The accounts were signed off by the Chief Financial Officer on 2 June 2017 and 
sent to the external auditors.   
 

2. RECOMMENDATION 
 

2.1. Members are asked to note the draft Pension Fund accounts for the year ended 
31 March 2017, as set out in Appendix 1. 
 

3. DRAFT PENSION FUND ACCOUNTS 
 

3.1. The Council, as an administering authority under the Local Government Pension 
Scheme Regulations, is required to produce a separate set of accounts for the 
scheme’s financial activities, assets and liabilities. 
 

3.2. The contents and format of the accounts are determined by statutory 
requirements and mandatory professional standards as established by the 
Chartered Institute of Public Finance (CIPFA) in their Statement of 
Recommended Practice (SORP). 
 

3.3. The Pension Fund accounts will be subject to a separate audit by the Council’s 
external auditors Grant Thornton which must be completed by 31 July 2017. 
 

3.4. The Council is also required to publish an Annual Report which incorporates 
elements of the financial accounts before 1 December 2017. This document will 
be the subject of a further report to this Committee when the audit is substantially 
complete. 
 

3.5. The accounts comprise two main statements with supporting notes. The main 
statements are: 
 

 The Fund Account, which details dealings with members, employers and 
others directly involved in the scheme as well as returns on investments, and 
essentially represents the Fund’s revenue account. 
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 The Net Assets Statement, which details the Fund’s asset holdings and 
liabilities, and essentially represents the Fund’s balance sheet. 

 
3.6. Within the Fund Account, the section “Dealings with members, employers and 

others directly involved in the scheme” sets out the movement in the net worth of 
the Fund in year by analysing principally the receipt of contributions from 
employers and active members, and the payment of pensions. This section 
indicates the Fund is cash negative, in that the benefits payable exceed the 
contributions receivable by £8.2m. 
 

3.7. The line on management expenses is analysed in further detail within the notes 
to the accounts and includes investment management fees, administration 
expenses, and oversight and governance expenses. When including these 
expenses, net withdrawals from the Fund during the year total £10.3m. 
 

3.8. The section “Returns on investments” details the income received from the 
investment portfolio and the impact of manager’s activities and market activity on 
the value of investments. The net return on investments for the year was £243m, 
£237m of which was due to an increase in market value. Overall, the value of the 
Fund increased by £233m during the period. 
 

3.9. The Net Assets Statement represents the net worth of the Fund as at 31 March 
2017, and reflects how the transactions outlined in the Fund Account have 
impacted on the value of the Fund’s assets. 
 

3.10. The section “Net Current Assets and Liabilities” includes debtors and creditors, 
which represent income and expenditure owing as a result of investment 
transactions such as interest income and pending trades, and non-investment 
transactions including contributions owing from admitted and scheduled bodies 
and fund manager fees. 
 

3.11. Members should note that these accounts are draft and may be subject to 
change between now and final sign-off. Any such changes will be detailed in 
working papers for presentation to external audit. 

 
4. FINANCIAL IMPLICATIONS 

 
4.1. This entire report relates to the draft Pension Fund accounts for the year ending 

31 March 2017, which have been included in Appendix 1 of this report. 
 

5. LEGAL IMPLICATIONS 

 
5.1. The Accounts and Audit Regulations (England) 2011 as amended, specify the 

process by which the Authority’s accounts are initially approved and then 
examined by an external auditor. This process, and the dates by which the 
various stages have to be achieved, are set out in the Regulations and are 
binding on the Authority. 
 

6. CRIME AND DISORDER IMPLICATIONS 
 

6.1. There are no crime and disorder implications directly arising from this report. 
 

7. EQUALITIES IMPLICATIONS 
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7.1. There are no equalities implications directly arising from this report. 
 

8. ENVIRONMENTAL IMPLICATIONS 
 

8.1. There are no environmental implications directly arising from this report. 
 
 

 APPENDICES 
  
 Appendix 1 – Draft Pension Fund Accounts 2016/17 

 
 FURTHER INFORMATION 
 
 If there are any queries on this report or you require further information, please 

contact either:  
 

 David Austin, Head of Corporate Resources on 020 8314 9114 or at 
david.austin@lewisham.gov.uk 

 
 Robert Browning, Principal Accountant – Treasury & Pensions on 020 8314 6274 

or at robert.browning@lewisham.gov.uk 
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PENSIONS INVESTMENT COMMITTEE 
 

Report Title 
 

Exclusion of the Press and Public 

Key Decision 
 

No  Item No. 8 

Ward 
 

 

Contributors 
 

Head of Corporate Resources 

Class 
 

Part 1 Date: 22 June 2017 

 
 

Recommendation 
 

It is recommended that under Section 100(A)(4) of the Local Government Act 1972, 
the press and public be excluded from the meeting for the following items of business 
on the grounds that they involve the likely disclosure of exempt information as defined 
in paragraphs 3, 4 and 5 of Part 1 of Schedule 12(A) of the Act, as amended by the 
Local Authorities (Executive Arrangements) (Access to Information) (Amendments) 
(England) Regulations 2006 and the public interest in maintaining the exemption 
outweighs the public interest in disclosing the information:- 
 
 
3. Introduction to Investment Beliefs – Hymans Robertson Appendix 1 
4. Alternative Credit Procurement – Hymans Robertson  
5. Investment Monitoring Report – Hymans Robertson Appendix 1 
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