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Useful information 
 
Bus routes 427, U1, U3, U4 and U7 all stop at 
the Civic Centre. Uxbridge underground station, 
with the Piccadilly and Metropolitan lines, is a 
short walk away. Limited parking is available at 
the Civic Centre. For details on availability and 
how to book a parking space, please contact 
Democratic Services 
 
Please enter from the Council’s main reception 
where you will be directed to the Committee 
Room. An Induction Loop System is available for 
use in the various meeting rooms. Please contact 
us for further information.  
 
Please switch off any mobile telephones and 
BlackBerries™ before the meeting. Any 
recording of the meeting is not allowed, either 
using electronic, mobile or visual devices.  
 
If there is a FIRE in the building the alarm will 
sound continuously. If there is a BOMB ALERT 
the alarm sounds intermittently. Please make your way to the nearest FIRE EXIT.    
 

 



 

Agenda 
 
 
 

1 Apologies for Absence 

2 Declarations of Interest in matters coming before this meeting 

3 To receive the minutes of the meeting held on 23 September 2009 & 14 October 
2009 

4 To confirm that the items of business marked Part 1 will be considered in Public 
and that the items marked Part 2 will be considered in private 

 
PART 1 
5       Review of Performance Measurement of the Fund 

6 Retirement Performance Statistics 

7 Cost of Early Retirements 
 
 
PART 2 

8 Corporate Governance & Socially Responsible Investment 

9 Review of Investment Strategy and Investment Sub Committee - Oral report 

10 Longevity & Club Vita - Presentation by Bryan Chalmers, Fund Actuary 

11 Outlook for 2010 valuations - Presentation by Bryan Chalmers & John Hastings 
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PART I - MEMBERS, PRESS & PUBLIC 
 

PENSIONS COMMITTEE / 15 December 2009   

REVIEW ON PERFORMANCE MEASUREMENT OF THE PENSION 
FUND 
 

Contact Officers  James Lake, 01895 277562 
   
Papers with this report  Northern Trust Executive Report 

WM Local Authority Annual and Quarter Reports  
Private Equity Listing 

Private Equity reports from Adams Street and LGT 
 
 
SUMMARY 
 
This report reviews the fund management performance for the London Borough of 
Hillingdon Pension Fund for the quarter to 30 September 2009.  The value of the fund as 
at the 30 September was £517m. 
 
 
RECOMMENDATIONS 
 

1. That the content of this report be noted and the performance of the Fund 
Managers be discussed. 

 
 
INFORMATION 
 

1. The performance of the whole fund for the quarter to 30 September 2009 showed 
an outperformance figure of 0.08% with positive returns of 17.40%, compared to the 
benchmark 17.31%. Over the longer term, one year, five year and since inception 
figures show a slight improvement on the previous quarter but remain below the 
benchmark by 1.51%, 1.86% and 0.26% respectively.  

 

 Performance Attribution 
 
 Q3 2009 % 1 Year % 3 Years 

% 
5 Years 

% 
Since 

Inception % 
Goldman Sachs 1.17 (0.48) (1.12) (0.68) (0.80) 
UBS 1.93 1.17 (1.72) (1.61) 1.31 
Alliance Bernstein (0.41) (4.88) (3.97) - (3.70) 
UBS Property (0.33) 0.32 0.50 - 0.21 
SSgA 0.17 - - - 0.16 
SSgA Temporary  0.09 - - - - 
SSgA Drawdown  0.31 - - - - 
Total Fund 0.08 (1.51) (2.40) (1.86) (0.26) 

 

 
2. The positive performance for this quarter was primarily derived from the weakening 

of sterling which added 1.90% from the resultant passive currency effect. At a total 
fund level stock selection and asset allocation detracted from performance, with a 
negative impact of 0.92% and 0.82% respectively.  
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PENSIONS COMMITTEE / 15 December 2009   

3. Alliance Bernstein returned a positive 21.87% over the quarter but underperformed 
against their benchmark by 0.41%. The largest negative impact on performance 
resulted from UK stock selection and currency hedging. In contrast the overall effect 
of overseas stock selection added to returns as did the passive currency effect and 
asset allocation. 

  
4. GSAM returned 8.26% against their benchmark of 7.09%, outperforming by 1.17%.  

The portfolio’s cross-sector allocation strategy was the key contributor to 
performance with mortgage credit and corporate credit adding to results for a 
second consecutive quarter. Corporate security selection was also a major 
contributor with overweight positions in high quality banks and insurance companies 
having a positive impact.  

 
5. UBS delivered a positive performance of 24.30% outperforming the benchmark by 

1.93%.  In overall terms stock selection added to performance with major 
contributions being derived from overweight positions in Prudential, British Airways, 
Logica, and Daily Mail. Not holding BG group also contributed. Negative impacts 
included overweight positions in BP, Glaxo and HMV. Other detractors included the 
underweight position in HSBC and not holding Standard Chartered. 

  
6. This quarter saw a reversal in the trend of negative returns within the property asset 

class for the first time since Q2 2007. The portfolio delivered positive performance 
of 1.77% but underperformed against the benchmark by 0.33%. The high cash 
holding which had served the portfolio well during the property downturn detracted 
from results this quarter.  Of the funds within the portfolio, Henderson UK Property, 
UBS South East Recovery, Lothbury Property, and Henderson Retail Warehouse 
outperformed the benchmark. 

 
7. The requirement for SSgA as a passive manager is to replicate their performance 

benchmark. However efficient management across their three portfolios has 
resulted in modest outperformance figures for this quarter of 0.17%, 0.31% and 
0.09%.  

 
 

      Absolute Returns 
 Alliance 

Bernstein 
£000 

GSAM 
 

£000 

SSgA  
(3 funds) 
£000 

UBS 
 

£000 

UBS 
Property 
£000 

Opening Balance 85,193 55,693 160,771 78,408 39,186 
Appreciation 18,019 4,556 30,042 18,369 259 
Income Received 616 43 - 677 437 
Investment 
Movement 

0 0 391 (109) - 

Closing Balance 103,828 60,292 191,204 97,345 39,882 
Active Management 
Contribution 

(354) 650 343 1,498 (127) 

 
8. The above table provides details on the impact of manager performance on 

absolute asset values. The outperformance of GSAM and UBS and SSgA had a 
positive impact on the appreciation of holdings contributing £650k, £343k and 
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£1,498k respectively.  In contrast the underperformance of Alliance Bernstein and 
UBS property reduced asset appreciation by £354k and 127K.  

 
9. At the end of September 2009, £26.97m had been invested in private equity, which 

equates to 5.22% of the fund against the target investment of 5%.  However this 
level still remains within the limits of the over-commitment strategy. In terms of cash 
movements, over the quarter £371k was called by Adams Street and £619k by 
LGT. In addition there was a distribution from LGT of £268K. 

  
10. The securities lending activity for the quarter resulted in income of £18.1k. Offset 

against this was £6.3k of expenses leaving a net figure earned of £11.8k. The fund 
is permitted to lend up to 25% of the eligible assets total and as at 30 September 
2009 the assets on loan totalled £28m representing approximately 14% of this total.  

 
11. Following another positive quarter there was an improvement in the Hillingdon 

returns compared to the WM Local Authority summary figures. For the quarter 
ending 30 September 2009 Hillingdon outperformed the average by 1.40%. The 
one year performance figure has also improved reducing the deficit to 0.86% (Q2  
2.28%).  

 
 
M&G UK Companies Financing Fund - update  
 

12. M&G expect further closings to bring the total fund value to approximately £1.6 
billion and that this figure will be sufficient to gain the appropriate level of 
diversification needed. They will continue to bring new investors into the fund until 
the end of the year at which time it is expected to close.   

 
13. Since the last update funding conditions for many companies has improved. The 

three main factors contributing to this are firstly, the Bank of England quantitative 
easing policy which is keeping government bond yields low which in turn has 
encouraged investment into higher yielding corporate debt. Secondly, the 
instruction to Lloyds and RBS to increase lending to UK companies and finally 
public bond markets which have welcomed new issuers who have launched bonds 
at much better levels than were previously experienced.  

 
14. M&G do not feel the current funding situation is sustainable as the reduced number 

of available banks do not have and will not have the lending capacity as before the 
crisis. M&G are adamant though, they will not chase the market and make loans at 
rates which do not give and attractive risk rated return. M&G are approaching more 
companies directly and have become more aware that many target clients are not 
being served well by the investment banking community.  It is believed the need for 
the fund still exists and this will become apparent over the next year when artificial 
liquidity dries up. 

 
 
 
 
Market Commentary 
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15. Equity markets showed very strong returns across the globe with all regions 
performing positively. The general economic news was reassuring as many leading 
indicators pointed towards recovery. The German and French economies led the 
way in Europe whilst other measures showed the US also improving. The main 
driver for recovery is expected to come from manufacturers which are now 
beginning to replenish depleted inventory levels.  

 
16. In terms of fixed income there was a slow down in the tightening of credit spreads 

however,  yields on corporate debt, high yield issues and emerging market debt all 
reduced providing positive returns.   

 
17. UK commercial property values showed signs of stabilisation during the third 

quarter and as confidence returned to the market there was a substantial rally in 
forward looking real estate products. 

 
 
FINANCIAL IMPLICATIONS 
 
These are set out in the report 
 
LEGAL IMPLICATIONS 
 
There are no legal implications arising directly from the report 
 
BACKGROUND DOCUMENTS 
 
None 
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LONDON BOROUGH OF HILLINGDON ALTERNATIVE INVESTMENTS SCHEDULE AS AT 30 SEPTEMBER 2009

LBH PRIVATE EQUITY FUNDS COMMITMENTS CALLED TO DATE NET CURRENT
BASE CURRENCY % of Fund % of Fund % of Fund INVESTMENT % of Fund IRR

LGT CAPITAL PARTNERS

£ % £ % £ % % %

000 000 000 000

Crown private Equity European Buyout Opport. 12,520 2.42 8,526 1.65 3,836 0.74 4,690 0.91 5.51

Crown Global Secondaries Plc (US$) 1,884 0.36 1,527 0.30 691 0.13 836 0.16 0.85

Crown Private Equity European Fund 4,583 0.89 2,351 0.45 128 0.02 2,223 0.43 -15.91

Crown Private Equity European Buyout Opport. II 9,166 1.77 2,016 0.39 0 0.00 2,016 0.39 -25.87

Crown Asia-Pacific Private Equity Plc (US$) 1,884 0.36 741 0.14 34 0.01 707 0.14 1.44

Crown European Middle Market II plc 3,666 0.71 513 0.10 0 0.00 513 0.10 12.48

Crown Global Secondaries II Plc (US$) 1,382 0.27 166 0.03 0 0.00 166 0.03 N/A

TOTAL(S) LGT CAPITAL PARTNERS           35,085 6.79 15,840 3.06 4,689 0.91 11,151 2.16

ADAMS STREET PARTNERS £ £

Adam Street Partnership Fund - 2005 US Fund 8,794 1.70 5,734 1.11 442 0.09 5,292 1.02 N/A

Adam Street Partnership Fund - 2005 Non-U.S Fund 3,769 0.73 2,731 0.53 294 0.06 2,437 0.47 N/A

Adam Street Partnership Fund - 2006 Non-U.S Fund 2,827 0.55 1,630 0.32 148 0.03 1,482 0.29 N/A

Adam Street Partnership 2006 Direct Fund 942 0.18 817 0.16 14 0.00 803 0.16 N/A

Adam Street Partnership Fund - 2006 US Fund, L.P 5,653 1.09 3,027 0.59 148 0.03 2,879 0.56 N/A

Adams Street Direct Co-Investment Fund, L.P. 1,885 0.36 1,640 0.32 0 0.00 1,640 0.32 N/A

Adams Street Partnership 2007 Direct Fund LP 314 0.06 222 0.04 5 0.00 217 0.04 N/A

Adams Street Partnership - 2007 Non -US Fund 1,099 0.21 313 0.06 0 0.00 313 0.06 N/A

Adams Street Partnership - 2007 US Fund 1,727 0.33 623 0.12 0 0.00 623 0.12 N/A

Adams Street Partnership - 2009 US Fund 942 0.18 29 0.01 0 0.00 29 0.01 N/A

Adams Street Partnership - 2009 Direct Fund 188 0.04 27 0.01 0 0.00 27 0.01 N/A

Adams Street Direct Co-Investment Fund II. 1,570 0.30 68 0.01 0 0.00 68 0.01 N/A

Adams Street 2009 Non-US Emerging Mkt Fund 188 0.04 4 0.00 0 0.00 4 0.00 N/A

Adams Street Partnership 2009 Non-US Developed Market 565 0.11 9 0.00 0 0.00 9 0.00 N/A

TOTAL(S) ADAMS STREET PARTNERS FUNDS 30,463 5.89 16,874 3.26 1,051 0.20 15,823 3.06

FUND VALUE 516,983

COMMITMENT STRATEGY 45,236 8.75%
TO ACHIVE INVESTMENT 25,849 5.00%

CURRENT INVESTMENT BOOK COST 26,974 5.22%
CURRENT INVESTMENT MARKET VALUE 24,062 4.65%

DISTRIBUTIONS 
RECEIVED
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London Borough of Hillingdon Pension Fund  
Adams Street Partners Update:  Second Quarter 2009 

 
 
Industry Update 
 
During the second quarter of 2009, we began to see some small improvements in performance from many private equity General 
Partners (“GPs”) as they began to write up portfolios given the positive movements in the public markets.   As we mentioned last 
quarter, we were anxious to see if the GPs would write up their portfolios as aggressively as they wrote them down in the fourth quarter 
of 2008.  What we found is that the GPs priced the upside appreciation more conservatively, but we were still pleased to see a positive 
number for the quarter.  Given the 3rd quarter performance in the public markets, we would expect next quarter to be a positive quarter 
for the private equity market as well.   
 
Portfolio Statistics 
 
 Committed / 

Subscription 
Drawn / 
Subscription 

Drawn / 
Committed 

Total Value / 
Drawn 

IRR Since 
Inception * 

Inception 
Date 

Total Hillingdon Portfolio 94% 54% 58% 0.83x -6.63% 02/2005 
 
*Gross of client’s management fees paid to Adams Street Partners LLC. Internal rates of return are not calculated for funds less than 
one year old, instead the return is the change in value over the amount invested.  
 
 
Main Drivers of Performance 
 
One area that many clients have asked about is secondaries.  The volume for sale from distressed sellers that we saw in the fourth 
quarter of 2008 and early 2009 has declined as the public markets have recovered and the pace of capital calls remains slow.  In 
addition, the phenomenon during the first quarter of 2009 of deals with material unfunded exposure and walk away pricing has 
declined.  While the market opportunity is attractive and there has been a reasonable amount of deal flow, the overall volume of 
transactions being done has slowed as expected trends are taking longer than anticipated to develop.  The bid-ask spread remains 
wide as sellers are generally skeptical on the deep discounts being offered by buyers.  In order for this spread to narrow, one of two 
things needs to happen.  Either capital calls need to increase and therefore cause sellers to again be in a position of distress where 
they have to sell or markets need to improve where buyers are willing to pay more.  We have also seen an increase in secondary 
capital supply as there are several open funds in the markets and many “non-traditional” LPs (such as primary only LPs and sovereign 
wealth funds) have desired to participate in the market directly.  We have seen a flight to quality as many buyers are focused on 
unlevered, more grow-oriented assets.  Adams Street is well positioned to take advantage of dislocations in the secondary market with 
a dedicated team of 10 professionals and continues to be excited about the secondary market opportunity. 
 
Portfolio Outlook 
 
We remain optimistic on the outlook for private equity.  In particular, we are excited about some of the U.S. venture capital 
opportunities.  We have historically been overweight to this sector and continue to be currently.  Although venture capital returns have 
been mediocre over the past decade, we believe there are several trends that will enable our venture portfolio to generate attractive 
returns.  First and foremost is the scarcity of capital flowing into the subclass.  Fundraising is down significantly and many GPs are 
concerned about their ability to raise their next fund.  This uncertainty had led GPs to be very careful about how they invest their 
current capital, resulting in a slowdown of capital disbursements into venture-backed companies.  Ultimately, the scarcity of capital will 
lead to a shakeout of managers in the venture business.  We believe this shakeout is a positive development as less overall capital 
concentrated with the best firms in the industry should have a positive impact on returns as competition for deals, and therefore 
valuations, decreases.   We are already beginning to see a decline in valuations.  However, all this being said, without an exit market, 
returns will not be attractive.  We are seeing some glimmers of hope in a number of IPOs and M&A events over the last couple of 
months.  Although we are still far from a robust exit market, there are many large, profitable companies in the portfolio that will benefit 
once the window does open.  The ASP venture portfolio has numerous portfolio companies with revenue greater than $50 million and 
many with revenue greater than $100 million, which are at an ideal size for going public or attracting corporate M&A offers.  It is 
important to note that we see no sign of slowdown in entrepreneurship and technological advancement. 
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PART 1 - MEMBERS, PRESS & PUBLIC 
PENSIONS COMMITTEE 15 December 2009 

Retirement Performance Statistics   
 
Contact Officers  Ken Chisholm, 01895 250847 
   
Papers with this report  nil 
 
 
SUMMARY 
 
This report summarises the number of early Retirements in the last quarter. 
 
RECOMMENDATIONS 
 

That the contents of the report be noted. 
 
 
BACKGROUND 
 

1) At Committee Meeting on 25th June 2008 it was agreed that as there was no 
statutory requirement to report figures against the previous BVPI 14 & BVI 15 
targets, local performance indicators would be recorded and presented to 
Committee.  

 

2)  New performance indicators relevant to the revised Performance Indicators will 
be reported in all future reports to the Committee.    

 
Number of Cases in the second quarter of 2009/10 
 

3) The table below shows the number of employees, by category, whose LGPS 
benefits have been put into payment 
  

 Redundancy Efficiency Ill Health Voluntary 
over 60 

2006/2007 14 2 6 36 
2007/2008 19 3 24 29 
2008/2009 26 0 12 37 
Current year     
Apr 09 to Jun 09 3 0 5 7 
July 09 to Sept 09 4 0 1 13 
     

 
From 1st April 2008, employees retired on the grounds of permanent ill health, will be 
subject to the “New Scheme” assessment by the Occupational Health Practitioner. 
There are 3 tiers of enhancement, and theses are:- 
 

• There is no reasonable prospect of the employee obtaining gainful 
employment* before reaching normal retirement age (age 65).  In these cases 
service is awarded up to age 65 

• The employee cannot obtain gainful employment* within a reasonable period** 
of leaving local government employment***, it is likely that they will be able to 
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PART 1 - MEMBERS, PRESS & PUBLIC 
PENSIONS COMMITTEE 15 December 2009 

obtain gainful employment* before their normal retirement age (age 65). In 
these cases 25% of their potential service to age 65 is awarded. 

• The employee may be capable of obtaining gainful employment* within a 
reasonable period** of leaving local government employment***. In these 
cases no additional award of service is applied. The benefits payable are 
subject to the individual undergoing a medical review after 18 months to 
ascertain whether the medical condition is such that the employee is still 
unable to perform the duties of their previous employment. The maximum 
period that a third tier pension may be paid is 3 years. When the 3 year period 
has expired the pension will cease. Upon the employee attaining the age of 
65, the pension is brought back into payment. 

 
Note: * gainful employment is defined as paid employment for not less than 30 
hours in each week for a period of not less than 12 months. 

      ** reasonable period is defined as 3 years. 
      *** the term local government employment is used to indicate that the employee   
      a member of the Local Government Pension Scheme, not that they work for a  
      local authority. 
 
The Local Government Pension Scheme Regulations 2008 introduced a protection 
for employees aged 45 and over who were members of the LGPS as at 31st March 
2008. The protection ensures that any benefits paid as the result of ill health 
retirement are at least the same level as any potential benefits under the new 
regulations.  
 
 
FINANCIAL IMPLICATIONS 
 
The cost to the pension fund of early retirements on the grounds of ill health, is 
recorded by the pensions section, and reported to the scheme Actuary. The cost 
includes the benefits being paid before the employees normal retirement date and 
any period of service awarded. Depending on which Tier the retirement falls in to, 
determines the length of service to be awarded. Details of the service to be awarded 
against each Tier are shown above. All Employers within the fund have a notional 
budget built in to their Employers Contribution Rate to fund ill health retirements. If 
the notional figure is exceeded, this will result in an increase to that Employers 
Contribution Rate, at the next valuation of the fund. 
 

 
LEGAL IMPLICATIONS 
 

There are no legal implications arising directly from this report. 
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PART 1 - MEMBERS, PRESS & PUBLIC 
PENSIONS COMMITTEE 15 December 2009   

Cost of Early Retirements Monitor    
 
Contact Officers  Nancy Leroux, 01895 250353 
   
Papers with this report  nil 

 
 
SUMMARY 
 
This report gives an update on the current situation on the cost to the fund of early 
retirements. 
 
RECOMMENDATIONS 
 

That the contents of the report be noted. 
 
 
BACKGROUND 
 

1. As a result of a key recommendation by the Audit and Accounts Commission, 
local authorities were advised to calculate and monitor early retirement costs 
as they occurred within the LGPS between formal triennial valuations. 

 
2. The Audit Commission recommended that each administering authority should 

ask their actuary to provide them with methods for determining early retirement 
costs.  Our actuary, Hymans Robertson, consulted with other actuarial firms to 
agree a national approach.  Our software provider subsequently programmed 
this into our ‘Axis’ pension system.  As a result, the costs to the fund are 
automatically calculated each time an early retirement is processed. 

 
3. This authority took the decision, in agreement with the fund actuary, to 

increase the employer’s contribution rates as prescribed in the last valuation 
by 1%, effective from 1 April 2008, to meet anticipated early retirement costs.  
This 1% employer’s contribution is locked in to the rate until March 2011.   

 
4. This report will be brought to committee quarterly to report on how the actual 

costs of early retirements compare to the 1% employer payment, over the 3 
year valuation period.  

 
5. MONITORING 

 
Detail for Valuation Period 01.04.2008 to 31.03.2011 
 

 Capital Cost of early 
retirement to the fund 

Payroll Total 
 

Cost as a % of 
payroll 

2008/09 879,902 111,300,000 0.80 
2009/10 (Q2) 338,564 111,600,000 0.30 
2010/11    
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PART 1 - MEMBERS, PRESS & PUBLIC 
PENSIONS COMMITTEE 15 December 2009   

 
FINANCIAL IMPLICATIONS 
 
These are detailed within the report. 
 
LEGAL IMPLICATIONS 
 
There are no legal implications arising directly from the report. 
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