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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 15 December 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 & Cost of early Retirements 

7 Report on Governance 
 
PART 2 

8 Review of Investment Strategy & Investment Sub Committee 

9 Budget Report 

10 Risk Management Report 

11 Corporate Governance & Socially Responsible Investment 
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PART I - MEMBERS, PRESS & PUBLIC 
 

PENSIONS COMMITTEE / 30 March 2010   

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 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 31 December 2009.  The value of the fund as at 
the 31 December was £531.7 million. 
 
 
RECOMMENDATIONS 
 
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 31 December 2009 showed an 
underperformance of 0.81% with positive returns of 3.02%, compared to the 
benchmark of 3.83%. The one year figure has improved compared to the previous 
quarter by 0.74%.  However, the longer term figures of three years, five years and 
since inception show a decline of 0.33%, 0.09% and 0.05% respectively.    

 

 Performance Attribution 
 
 Q4 2009 % 1 Year % 3 Years 

% 
5 Years 

% 
Since 

Inception % 
Goldman Sachs 0.46 3.98 (0.92) (0.54) (0.71) 
UBS (2.07) (0.65) (2.28) (2.05) 1.20 
Alliance Bernstein (0.48) (3.37) (4.71) - (3.61) 
UBS Property (4.04) (3.31) (0.32) - (0.76) 
SSgA (0.03) 0.02 - - 0.11 
SSgA Temporary  0.07 - - - 0.18 
SSgA Drawdown  0.02 - - - 0.17 
Total Fund (0.81) (0.77) (2.73) (1.95) (0.31) 

 

 
2. The negative performance for this quarter was primarily due to asset allocation and 

the passive currency effect. Being overweight in underperforming areas and vice 
versa detracted 0.60% from performance. Overseas stock selection compensated 
for some of these losses.  
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PART I - MEMBERS, PRESS & PUBLIC 
 

PENSIONS COMMITTEE / 30 March 2010   

3. Alliance Bernstein returned 3.47% over the quarter but underperformed against 
their benchmark by 0.48%. The largest negative impact on performance resulted 
from UK and Asia Pacific (ex Japan) stock selection.  

 
4. GSAM returned 1.25% against their benchmark of 0.79%, outperforming by 0.46%.  

Corporate selection was the primary driver for excess returns. The portfolio’s 
duration strategy of short positioning at the long end of the UK curve also helped 
excess returns as government bonds with longer maturities were sold. The cross 
sector strategy helped marginally with overweigh positions in corporates and 
mortgage backed securities paying off.  

 
5. UBS delivered a positive performance of 3.41% but underperformed against their 

benchmark by 2.07%.  Stock selection, primarily in financials was the major drag on 
performance.  

  
6. Property saw a second quarter of gains with positive performance of 3.86%, 

however, UBS underperformed against their benchmark of 7.90% by 4.04%. 
Underperformance was primarily a result of three factors:- cash dilution in the first 
two months of the quarter, costs associated with acquisitions and the negative 
impact of the underperforming Triton fund. 

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

benchmark. Over the three funds there was underperformance of 0.03% on the 
main fund and outperformance of 0.07% and 0.02% of the temporary and draw 
down funds respectively.  

 
 

      Absolute Returns 
 Alliance 

Bernstein 
£000 

GSAM 
 

£000 

SSgA  
(3 funds) 
£000 

UBS 
 

£000 

UBS 
Property 
£000 

Opening Balance 103,828 60,292 191,205 97,344 39,882 
Appreciation 3,060 679 5,651 2,450 1,060 
Income Received 531 78 - 856 480 
Investment 
Withdrawal (426) (246) (766) (400) (165) 

Closing Balance 106,992 60,803 196,090 100,250 41,257 
Active Management 
Contribution (450) 278 20 (1,963) (1,595) 

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

absolute asset values. The outperformance of GSAM and SSgA had a positive 
impact on the appreciation of holdings contributing £278k and £20k respectively.  In 
contrast the underperformance of Alliance Bernstein, UBS and UBS property 
reduced asset appreciation by £450k, £1,963k and £1,595k.  

 
9. At the end of December 2009, £28.04 million (book cost) had been invested in 

private equity, which equates to 5.27% of the fund against the target investment of 
5%.  However this level still remains within the limits of the over-commitment 
strategy of 8%.  In terms of cash movements, over the quarter £638k was called 
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and £104k distributed by Adams Street whilst LGT called £696k and distributed 
£164k. 

  
10. The securities lending activity for the quarter resulted in income of £21.3k. Offset 

against this was £7.4k of expenses leaving a net figure earned of £13.9k. The fund 
is permitted to lend up to 25% of the eligible assets total and as at 31 December 
2009 the assets on loan totalled £37m representing approximately 18% of this total.  

 
11. For the quarter ending 31 December 2009, Hillingdon returned 3.02%, 

underperforming against the WM average by 0.28%. However the one year 
performance figure has improved from underperformance in the previous quarter of 
0.86% to an outperformance against the average of 0.88%. 

 
M&G UK Companies Financing Fund - update  
 

12. M&G maintain their view that the fund will be increasingly needed by companies 
over the next year or so.  They also see the likelihood of investing in the first half of 
2010 increasing quite significantly over the past months.  Finally, they  have been 
working to reduce the risk to investors of ending up with a small, undiversified fund 

 
13. M&G still believe that many companies do not have access to alternate sources of 

funding away from their standard banking syndicate, which in many cases is more 
concentrated than it was following the withdrawal of non-UK banks.  They also 
believe that the banking system remains under stress and a return to the easy 
funding environment of a few years ago is unlikely.  It is certainly the case that large 
companies have access to the bond markets and that some mid-sized companies 
can also access some other funding sources.  However, in their conversations M&G 
are finding a significant number of companies wishing to diversify away from the 
banks. Interestingly, this concern is now shared by the UK authorities and HM 
Treasury has just issued a discussion paper on non-bank lending.  As one of the 
largest non-bank lenders in the UK, M&G will be responding to this paper. 

 
14. M&G are in advanced discussions with four companies and have a number of other 

companies in the pipeline behind those. If everything goes as planned then M&G is 
likely to invest in two or three companies in the next three months.  The investment 
would not be a significant portion of the fund, with the total drawdown being less 
than 10% of the funds committed, but they believe this could be an important 
marker for other companies seeking this kind of funding.  These investments remain 
uncertain and so M&G are not asking investors to make any funds available yet.  

 
15. M&G are aware that starting to invest brings its own risks.  Although their central 

case is that more companies will wish to borrow from the fund over the next year, 
they cannot be certain that the market conditions will be conducive for lending. They 
believe that one of the risks for investors is that M&G make a small number of 
investments and then the funding market recovers completely.  Although this would 
be positive for almost all other asset classes they are aware that investors may not 
want a fund that has a few investments with no prospect of further holdings.  M&G 
have therefore spoken about this risk to Prudential Assurance Company 
(Prudential), the largest holder of the Fund.  They have agreed that it would be 
reasonable for investors to have a working assumption that Prudential would offer 
to buy out any investors from their investments if they close the fund when it is 
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PENSIONS COMMITTEE / 30 March 2010   

holding only two or three assets.  M&G stress that this is not a cast-iron guarantee, 
but it shows the significant commitment that M&G and Prudential have to the 
investors in the fund. 

 
Market Commentary 
 

16. Equity markets continued to trend upwards during the fourth quarter of 2009, albeit 
at a rather muted pace compared to the previous two quarters. Emerging markets 
again outperformed developed markets with Brazil performing strongly. In terms of 
the developed markets Japan struggled, delivering a negative return for the quarter. 
The year ended with some, including the FTSE 100 back at levels last seen before 
the collapse of Lehman Brother in September 2008.      

 
17. Bond yields remained narrow for much of the quarter before rising at the end as 

signs of economic recovery and the issue of government bond risk became evident. 
The reaction was negative to the UK pre budget report and this pushed yields 
progressively higher across most of the maturity spectrum. Credit and emerging 
market spreads narrowed over the quarter.   

 
18. UK commercial property market showed further signs of improvement and has now 

rallied 9% since its lows in early 2009. 
 
 
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 31 DECEMBER 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. 12,292 2.31 8,580 1.61 3,975 0.75 4,605 0.87 6.55

Crown Global Secondaries Plc (US$) 1,883 0.35 1,526 0.29 690 0.13 836 0.16 0.09

Crown Private Equity European Fund 4,499 0.85 2,443 0.46 126 0.02 2,317 0.44 -11.48

Crown Private Equity European Buyout Opport. II 8,999 1.69 2,295 0.43 0 0.00 2,295 0.43 -19.16

Crown Asia-Pacific Private Equity Plc (US$) 1,883 0.35 863 0.16 62 0.01 801 0.15 6.17

Crown European Middle Market II plc 3,599 0.68 504 0.09 0 0.00 504 0.09 11.93

Crown Global Secondaries II Plc (US$) 1,381 0.26 325 0.06 0 0.00 325 0.06 N/A

TOTAL(S) LGT CAPITAL PARTNERS           34,536 6.50 16,536 3.11 4,853 0.91 11,683 2.20

ADAMS STREET PARTNERS £ £

Adam Street Partnership Fund - 2005 US Fund 8,790 1.65 5,881 1.11 442 0.08 5,439 1.02 N/A

Adam Street Partnership Fund - 2005 Non-U.S Fund 3,767 0.71 2,846 0.54 368 0.07 2,478 0.47 N/A

Adam Street Partnership Fund - 2006 Non-U.S Fund 2,825 0.53 1,697 0.32 148 0.03 1,549 0.29 N/A

Adam Street Partnership 2006 Direct Fund 942 0.18 817 0.15 14 0.00 803 0.15 N/A

Adam Street Partnership Fund - 2006 US Fund, L.P 5,650 1.06 3,037 0.57 148 0.03 2,889 0.54 N/A

Adams Street Direct Co-Investment Fund, L.P. 1,883 0.35 1,676 0.32 0 0.00 1,676 0.32 N/A

Adams Street Partnership 2007 Direct Fund LP 314 0.06 227 0.04 5 0.00 222 0.04 N/A

Adams Street Partnership - 2007 Non -US Fund 1,099 0.21 337 0.06 0 0.00 337 0.06 N/A

Adams Street Partnership - 2007 US Fund 1,727 0.32 708 0.13 30 0.01 678 0.13 N/A

Adams Street Partnership - 2009 US Fund 942 0.18 92 0.02 0 0.00 92 0.02 N/A

Adams Street Partnership - 2009 Direct Fund 188 0.04 31 0.01 0 0.00 31 0.01 N/A

Adams Street Direct Co-Investment Fund II. 1,570 0.30 146 0.03 0 0.00 146 0.03 N/A

Adams Street 2009 Non-US Emerging Mkt Fund 188 0.04 5 0.00 0 0.00 5 0.00 N/A

Adams Street Partnership 2009 Non-US Developed Market 565 0.11 12 0.00 0 0.00 12 0.00 N/A

TOTAL(S) ADAMS STREET PARTNERS FUNDS 30,450 5.73 17,512 3.29 1,155 0.22 16,357 3.08

FUND VALUE 531,650

COMMITMENT STRATEGY 46,519 8.75%
TO ACHIVE INVESTMENT 26,583 5.00%

CURRENT INVESTMENT BOOK COST 28,040 5.27%
CURRENT INVESTMENT MARKET VALUE 25,957 4.88%

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

 
 
Industry Update 
 
Despite returning investment optimism, the venture business is in the process of right-sizing due to scarce LP capital and poor 10-year 
returns. We are hearing plenty of stories about GPs who are unable to raise funds, who raise smaller funds than targeted, and who 
have initiated personnel restructurings.  Capital is hard to come by, fewer new companies are being started, and money is increasingly 
finding its way into companies demonstrating rapid growth.   While painful for those that do not attract adequate funding, we view this 
as a positive for the health of the business long-term and are optimistic about the prospects for future attractive returns. 
 
Bank lending remains tight, but new deals are getting financed, albeit with less leverage and with more lenders needed to accomplish 
the financings.  When more parties are involved it can cause deals to progress more slowly.  This has created a new set of lenders 
(including the buyout managers themselves), replacing those lenders that were badly burned in the peak of the cycle, namely CLOs, 
large institutional investors, and hedge funds that purchased the senior and secured loans sold down by the banks.  Whereas many in 
the buyout business believed that the days of covenant light financing were a thing of the past (ourselves included), we have heard 
anecdotes of those terms returning to the market today.  Creative financing is required, particularly where larger amounts of leverage 
are concerned. 
 
Portfolio Statistics 

Committed / 
Subscription

Drawn / 
Subscription

Drawn / 
Committed

Total Value / 
Drawn

IRR Since 
Inception* Inception Date

Total Hillingdon Portfolio 94% 56% 60% 0.86x 4.12% 02/2005

U.S. Partnership Program 95% 55% 58% 0.88x -2.79% 02/2005

Direct Subscription 100% 74% 74% 0.75x -8.04% 01/2006
Non-U.S. Developed Partnership 
Program 92% 57% 62% 0.92x -1.06% 03/2005
Non-U.S. Emerging Partnership 
Program 12% 2% 16% 0.61x -8.53% 03/2009

2005 Subscription 100% 67% 67% 0.91x -1.10% 02/2005

2006 Subscription 100% 58% 58% 0.83x -5.86% 01/2006

2007 Subscription 85% 37% 44% 0.90x -1.18% 01/2007

2009 Subscription 20% 4% 18% 0.92x 14.39% 01/2009

Direct Co-Investment Fund 100% 89% 89% 0.68x -17.37% 09/2006

Co-Investment Fund II 100% 9% 9% 0.98x 1.11% 01/2009

*Gross of client's management fees paid to Adams Street Partners, LLC.  Internal rates of return are not calculated for fund less than one year old; 
instead the return is the change in value over amount invested.  
 
Main Drivers of Performance 
 
Unlike January in Chicago, the private equity market has begun to thaw out with some increase in deal activity and selective exits for 
companies that have made it through these challenging economic times.  Not surprisingly, Adams Street’s portfolio has seen three 
consecutive positive quarters of valuation write-ups as the public markets have leapt off their March 2009 lows.  The third and fourth 
quarter saw a number of successful exits in the broad Adams Street private equity portfolio that ultimately drove some of the recent 
distributions that many of our investors have received.  The exits came from a diverse set of industries and geographies.  These exits 
are significant and commendable under normal market conditions, but given the uncertainty and headwinds in today’s financial 
markets, they are quite extraordinary.  While it is premature to begin packing away the hats and sweaters and donning swimsuits, we 
are encouraged by the activity and warming mood displayed by our General Partners and portfolio companies.   
 
M&A activity picked up as large tech companies seek accretive growth through acquisition.  Amazon’s $930M purchase of Zappos was 
the largest deal of the third quarter and VMWare’s $420M purchase of SpringSource (in ASP’s portfolio) was the second largest.  
While tech stocks outperformed the market in the first nine months of 2009 (NASDAQ up 35%; S&P 500 up 19%), the third quarter 
was a dead heat with both indices up about 15%.  The NASDAQ’s strength, coupled with an improving M&A climate and an open but 
selective IPO window, is causing fear to slowly dissipate.  
 
Portfolio Outlook 
 
The buyout activity can be characterized as a move from playing defense to playing offense.  Problem assets from the last few years 
have been written off in the worst cases or in better situations, restructured by extending the debt maturities, allowing companies the 
time to get back on their feet.  General Partners, with most of the fires under control, are looking at attractive entry multiples for new 
deals and relatively inexpensive debt.  On top of that, economic data is showing improved health which provides optimism for future 
growth. 
 
Underpinning the activity is the low interest rate environment that many developed economies have maintained for fear of hindering 
their recoveries or worse, risking a retreat back into recession.  Almost 800 stimulative policy initiatives have been announced around 
the world, providing temporary support for businesses.  The stimulus has undeniably helped create a warming trend, however many 
are left to wonder if the winter frost will return once governments return to less accommodating fiscal policy. 
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PART 1  - MEMBERS, PRESS & PUBLIC 
PENSIONS COMMITTEE 30 March 2010 
 
  

Retirement Performance Statistics and 
Cost of Early Retirements Monitor 

 

 
Contact Officers  Ken Chisholm, 01895 250847 
   
Papers with this report  nil 
 
 
SUMMARY 
 
This report summarises the number of Early Retirements in the last quarter.  
Additionally it 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. 
 
 
EARLY RETIREMENT PERFORMANCE STATISTICS 
 
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.  
 

New performance indicators relevant to the revised Performance Indicators will be 
reported in all future reports to the Committee.    
 
Number of Cases in the third quarter of 2009/10 
 

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 
Oct 09 to Dec 09 2 0 3 6 

 
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:- 
 

Agenda Item 6
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PART 1  - MEMBERS, PRESS & PUBLIC 
PENSIONS COMMITTEE 30 March 2010 
 
  

• 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 
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.  
 
EARLY RETIREMENT COSTS MONITOR 
 
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. 
 
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. 
 
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.   
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This report is 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.  
 
 
MONITOR 

 
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 
2009/10 (Q3) 400,392 111,600,000 0.36 
2010/11    

 
 
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 / 30 March 2010 

GOVERNANCE ISSUES including an update to the Statement of 
Investment Principles 
 
Contact Officers  Nancy Leroux 
   
Papers with this report  Revised Statement of Investment Principles 
 
 
SUMMARY 
 
This report is to provide an update on Pension Fund Governance issues; to recommend an 
update to the Statement of Investment Principles (SoIP); and to report on progress on the 
election of Member Representatives to Committee. 
 
 
RECOMMENDATIONS 
 

1. That Committee approve the revised Statement of Investment Principles 
2. That Committee note the contents of the report 

 
 
INFORMATION 

Governance of Local Authority pension funds is increasingly coming under intense public 
interest and scrutiny.  The recent CIPFA publication and endorsement of the revised Myners’ 
principles ‘Investment Decision Making and Disclosure’, the CIPFA/SOLACE publication 
Delivering Good Governance in Local Government: Framework 2007, and recent 
amendments to the Local Government Pension Scheme Regulations – both Administration 
and Management and Investment of Funds – have all emphasised the need for greater focus 
on pension fund governance.  It is, therefore timely to consider a review of the arrangements 
in place in London Borough of Hillingdon. 

This report considers a few of the key governance issues on which the Pension Committee 
should be focussed.  Two additional key Governance issues are being brought to this 
committee under separate reports - Risk Management and the Pension Fund Budget for 
2010/11. 

Knowledge & Skills Framework 

On 27 January 2010, CIPFA held a Pensions Network Governance Summit to introduce both 
the six revised Myners principles and to launch the ‘Knowledge and Skills Framework’, which 
explains what is expected of both members and Officers and how they can address key 
areas of concern.  Cllr Markham and Nancy Leroux attended this summit on behalf of the 
Hillingdon Fund.  

In recent years the level of skills, knowledge and experience expected of those responsible 
for decision making in public sector pensions has increased significantly. The knowledge and 
skills framework builds on the work that has already been done to improve the skills and 
knowledge base of those who serve on decision-making bodies and it recognises the 
importance of high quality advice to support them.  It explains exactly what is expected of 
both the decision making body and the officers who support it and identifies the level of skills 
and knowledge they need to be effective in their work.  

Agenda Item 7
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PART 1 - MEMBERS, PRESS & PUBLIC 
PENSIONS COMMITTEE / 30 March 2010 

Guidance on this framework has been published in two formats – one for Members and one 
for Officers.  The guidance contains a knowledge and skills checklist, which is expected to be 
produced in an online tool in the near future.  Officers will use the checklist to develop a 
training needs analysis for all involved with the pension fund, which will be presented to 
Committee at a future meeting.  

 
 
Revision to the Statement of Investment Principles 
 
In June 2009 a report was presented to Committee to explain the changes to the Myners 
principles and the SoIP was updated to mention that these principles would be adopted at 
some point.  The original 10 principles have now been removed from the SoIP and the new 6 
included.  The SoIP must also include details of the Fund’s compliance with these principles.  
At this stage this has been done against the headline principles only. 
 
However, the 6 new principles have been subdivided into a further 92 issues, covering the 
broad range of investment decision making and disclosure.  Whilst we can claim broad 
compliance with the overall aim of the main principles, we will need to undertake a detailed 
review of the sub issues to provide a detailed compliance report.  This review will be 
undertaken during the next financial year and regular update reports will be brought to 
committee.   
 
Therefore at this stage, the updated SoIP only details compliance against the headline 
principles.  This is attached as an appendix. 
 
 
Officer Support to the Pension Fund 
 
It was clear from the discussions at the Pensions Network Governance Summit that there are 
many governance issues which will have to be addressed over the coming months.  The set 
up of the new Investment Strategy Group and the work of that group will better evidence the 
principle of effective decision making.  Additionally we will be able to develop improved 
investment performance processes within the current Investments Team.  However, there is 
insufficient capacity within the whole pensions team to undertake many of the other 
requirements particularly in relation to the development of policies and strategies; 
development and maintenance of a business plan; communications; reporting; and 
monitoring.  As a result, the Director of Finance & Resources has agreed to the creation of a 
new role within the officer support to the Pensions Fund and work to develop that role has 
already commenced.  
 
 
Election of Member Representatives to Committee 
 
The election of both an active member representative and a deferred/retired member 
representative are nearing an end with both polls closing on 31 March.   We had a very good 
response this time with 6 active members standing for election and 4 deferred/retired 
members standing, which confirms the heightened interest in pension fund activity.  The 
count of the ballot papers has been arranged for early April and the results will be published 
immediately after the conclusion of that count. 
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Future Member Training and Development Events 
 

DATE EVENT LOCATION RSVP By 
19 May Adams Street Client Conference Dorchester, London 09.04.10 
17-19 May  NAPF Local Authority Conference Belfry, Warwickshire TBC 
8 10 
September 

LGC Local Authority Pensions 
Summit 

Celtic Manor, 
Newport, South 
Wales 

TBC 

 

 
FINANCIAL IMPLICATIONS 
 
Direct Financial implications arising from the report on the SoIP are the ongoing cost of 
member training.  This cost will vary annually depending on the level of training required. 
 
LEGAL IMPLICATIONS 
 
The SoIP report complies with regulations 9 A (3A) of the Local Government Pension 
Scheme (Management and Investment of Funds) Regulations 1998 as amended by S.I. 
2002/1852 which came into force on 9th August 2002. 
 
 
 
 
 
 
 
 
 
 

Page 57



Page 58

This page is intentionally left blank



 

Statement of Investment Principles 
(Revised March 2010) 
 

INTRODUCTION 
 
• The London Borough of Hillingdon (the Council) is the administering authority of the 
London Borough of Hillingdon Pension Fund (the Fund). The Fund operates under the 
national Local Government Pension Scheme (LGPS), which was established by statute to 
provide death and retirement benefits for all eligible employees. This Statement of 
Investment Principles applies to the Fund. 

 
• In preparing the Statement of Investment Principles, the Council has consulted its 
professional advisers and representatives of the members of the Fund and has received 
written advice from the Fund Actuary and the Investment Practice of Hymans Robertson 
LLP. 

 
•  The Local Government Pension Scheme (Management and Investment of Funds) 
Regulation 1998 sets out the powers and duties of the administrating authority (the 
authority) to invest Fund monies.  The authority is required to invest any monies which are 
not required immediately to pay pensions and any other benefits and, in so doing, to take 
account of the need for a suitably diversified portfolio of investments and the advice of 
persons properly qualified on investment matters. 

 
• The CIPFA Pension Panel’s guidance “Principles for Investment Decision Making in the 
Local Government Pension Scheme in the United Kingdom” which was issued in 2002 
brought together ten principles with practical comment on their application to funds in 
England, Wales, Scotland and Northern Ireland. In 2008, following extensive consultation, 
the ten original principles which were issued by the government for application to pension 
funds, corporate and public sector were updated and consolidated into six new principles.  

 
• The Investment Governance Group, with members drawn from the Pensions Regulator, 
the Department for Communities and Local Government, the CIPFA Pension Panel and 
LGPS interests, examined these six principles and with the agreement of the Pensions 
Regulator made changes to the wording to reflect the particular circumstances of the 
LPPS. The revised principles and guidance reflecting the changes in wording was 
released at the end of 2009 and this Statement complies with the disclosure of the revised 
principles. 

 
• This Statement of Investment Principles outlines the broad rules governing the investment 
policy of the Pension Fund. Attached, at Appendix A, are the new six headline principles of 
investment decision making and disclosure and the extent to which the London Borough of 
Hillingdon complies with the principles. 

 
• The Council has delegated its responsibilities in relation to investment policy to the 
Pensions Committee.   

 
• Management of the investments is carried out by fund managers appointed by the 
Pensions Committee. Fund Managers work within the policies agreed by the Pensions 
Committee.    
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• The Council’s investment powers are set out in Regulations made by the Department of 
Communities and Local Government, applicable to the Local Government Pension 
Scheme.  This Statement is consistent with these powers. 

 
• The investment managers may only delegate their duties to a third party in accordance 
with the terms of their client agreement and subject to providing appropriate safeguards to 
the Council. 

 
INVESTMENT RESPONSIBILITIES 
 
The structure of investment responsibilities and decision making is listed below and follows 
best practice adopted by other Local Authorities in relation to their Pension Schemes. 
 
The Pensions Committee has responsibility for: 

• Appointing the investment manager(s) and any external consultants felt to be 
necessary, 

• Appointing the custodian, 
• Reviewing on a regular basis (quarterly) the investment managers’ performance 

against established benchmarks, and satisfying themselves as to the managers’ 
expertise and the quality of their internal systems and controls, 

• Ensuring that investments are sufficiently diversified, are not over concentrated in any 
one type of investment, and that the Fund invests in suitable types of investments, 

• Approving the Statement of Investment Principles, and 
• Monitoring compliance with the Statement and reviewing its contents from time to 

time. 
 

The Director of Finance and Resources has responsibility for:  
• Preparation of the Statement of Investment Principles to be approved by the Pensions 

Committee, 
• Assessing the needs for proper advice and recommending to the Committee when 

such advice is necessary from an external adviser, 
• Deciding on whether internal or external investment management should be used for 

day to day decisions on investment transactions, 
• Ensuring compliance with the Statement of Investment Principles and bringing 

breaches thereof to the attention of the Pensions Committee, and 
• Ensuring that the Statement of Investment Principles is regularly reviewed and 

updated in accordance with the Regulations. 
 
The Investment Consultants are responsible for: 

• Assisting the Pensions Committee and the Director of Finance and Resources in their 
regular monitoring of the investment managers' performance,  

• Assisting the Pensions Committee and the Director of Finance and Resources in the 
setting of investment strategy 

• Assisting the Pensions Committee and the Director of Finance and Resources in the 
selection and appointment of investment managers and custodians, and 

• Assisting the Pensions Committee and the Director of Finance and Resources in the 
preparation and review of this document 

 
The Actuary is responsible for: 

• Assisting the Pensions Committee in the preparation and review of this document, and 
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• Providing advice as to the maturity of the Fund and its funding level in order to aid the 
Pensions Committee in balancing the short-term and long-term objectives of the 
pension Fund. 

 
The Investment Managers are responsible for: 

• The investment of the Fund’s assets in compliance with prevailing legislation, the 
constraints imposed by this document and the detailed Investment Management 
Agreement, 

• Tactical asset allocation around the strategic benchmark,  
• Security selection within asset classes, 
• Preparation of quarterly reports including a review of investment performance, 
• Attending meetings of the Pensions Committee as requested, 
• Assisting the Pensions Committee and the Director of Finance and Resources in the 

preparation and review of this Statement, and 
• Voting shares in accordance with the Council’s policy except where the Council has 

made other arrangements.                                          
 

The Custodian is responsible for: 
• Its own compliance with prevailing legislation, 
• Providing the authority with quarterly valuations of the Fund’s assets and details of all 

transactions during the quarter  
• Collection of income, tax reclaims, exercising corporate administration and cash 

management. 
• Providing a Securities Lending Service and complying with the limitation that no more 

than 25% of the fund is to be on loan. 
 
  
FUND LIABILITIES 
 
Scheme Benefits  
 
The LGPS is a defined benefit scheme, which provides benefits related to final salary for 
members. Each member’s pension is specified in terms of a formula based on salary and 
service and is unaffected by the investment return achieved on the Fund’s assets. Full details 
of the benefits are set out in the LGPS regulations.  
 
Financing benefits 

  
All active members are required to make pension contributions based on the percentage of 
their pensionable pay as defined in the LGPS regulations.  
 
The London Borough of Hillingdon is responsible for meeting the balance of costs necessary 
to finance the benefits payable from the Fund by applying employer contribution rates, 
determined from time to time by the Fund’s actuary.  
 
Actuarial valuation  
 
The Fund is valued by the actuary every three years in accordance with the LGPS 
regulations and monitored each year in consultation with employers and the actuary.  Formal 
inter-valuation monitoring has also been commissioned. 
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INVESTMENTS 
 
Approach 
 

• The investment approach is to appoint expert fund managers with clear performance 
benchmarks and place maximum accountability for performance against those 
benchmarks with the investment manager.  

• Overall, the strategic benchmark is intended to achieve a return such that the Fund 
can, without excessive risk, meet its obligations without excessive levels of employers’ 
contributions. 

• Performance is monitored quarterly and a formal review to confirm (or otherwise) the 
continued appointment of existing managers is undertaken annually. 

• The investment strategy is reviewed annually, with a major review taking place 
following the triennial actuarial valuation.  

 
Investment managers and advisers 
 
The investment managers currently employed by the Council to manage the assets of the 
Fund are UBS Global Asset Management (UK) Ltd, Alliance Bernstein, State Street Global 
Advisors and Goldman Sachs Asset Management.  Each manager is responsible for the day-
to-day management of a segregated portfolio of investments for the Fund.  Additionally, two 
Fund of Fund Managers, manage a Private Equity brief, namely LGT Partners and Adam 
Street Partners.                                                           
 
Custodian services for the Fund’s assets are provided by Northern Trust.  
 
The investment managers are authorised under the Financial Services and Markets Act 2000 
to undertake investment business.   
 
Hymans Robertson LLP act as the Fund’s Actuary and Investment Consultant and give 
written advice on appropriate investment strategies. Valentine Furniss acts as an 
independent advisor to the pension fund and provides advice and challenge on appropriate 
investment strategies. 
 
Client agreements have been made with each of the above investment managers and 
advisers.  The Director of Finance and Resources has been delegated the authority to agree 
amendments to these agreements. 
 
The Pension Committee regularly monitors the performance of the investment managers and 
its advisers, on behalf of the Council.   
 
Types of investments to be held and the balance between these investments 
 
Based on expert advice and taking into account the Fund’s liabilities, the Pension Committee 
has determined a benchmark mix of assets considered suitable for the Fund. The asset mix 
currently includes equities and bonds (government, corporate, inflation linked and index-
linked), property and cash.  Investments are made in the UK, the major overseas markets 
and in emerging markets.  The fund managers have discretion to vary the allocation of 
investments between markets on a tactical basis.  Appendix D shows the benchmarks for the 
fund managers and the permitted ranges in which the assets can fluctuate, as at the date of 
this document.  
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A review study is carried out after each actuarial revaluation and used to consider the 
suitability of the existing investment strategy.   
 
The suitability of investments 
 
The managers may invest in equities and bonds, including collective vehicles, property and 
cash, consistent with their mandates, without consultation with the Council.  Managers invest 
in accordance with Schedule 1 ‘Limits on Investments’ of the LGPS (Management and 
Investment of Funds) Regulations 1998 as amended.  The current Limits for the London 
Borough of Hillingdon Pension Fund are set out at Appendix B. 
 
Other types of investment may be approved by the Committee after taking professional 
advice. 
 
The expected return on investments 
 
Investment managers are given target performance standards and their actual performance 
is measured against these.  These targets (gross of fees) are: 
 
UBS Asset Management  - 2.00% p.a. in excess of benchmark 
Alliance Bernstein    - 2.00% p.a. in excess of benchmark 
State Street Global Advisors - Achieve Benchmark   
Goldman Sachs    - 0.75% p.a. in excess of benchmark  
UBS Property   - 1.00% p.a. in excess of benchmark 
 
Overall, the targets are intended to achieve above average performance, relative to earnings 
and inflation, without excessive risk, so that the Fund can meet its obligations without 
excessive levels of employer’s contribution. 
 
Performance is monitored quarterly and a formal review to confirm (or otherwise) the 
continued appointment of existing managers is undertaken annually. 
 
Fee Structures  
Alliance Bernstein   - Tiered fee based on portfolio value.  
Goldman Sachs   - Tiered fee based on portfolio value.  
State Street Global Advisors - Fixed flat fee based on portfolio value. 
UBS Asset Management - Tiered fee based portfolio value.   
UBS Property   - Fixed fee based on portfolio value. 
 
Hymans Robertson   - Price per piece   
Valentine Furniss   - Fixed fee 
 
In each case best value is the basis for selection of fee structures.   
 
 
Risk and diversification of investments 
 
It is the Council’s policy to invest the assets of the Fund so as to spread the risk on 
investments. 
 
The diversification of asset types is intended to ensure a reasonable balance between 
different categories of investments so as to reduce risk to an acceptable level.   
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Each manager is expected to maintain a diversified portfolio within each asset class and is 
permitted to use collective investment vehicles as a means of providing diversification in 
particular markets.   
 
Where managers wish to use futures, specific arrangements are agreed to limit the Fund’s 
exposure to risk. 
  
The management of Fund assets is spread over more than one manager, with different 
performance targets, as a further measure to reduce overall risk. 
 
 
The realisation of investments 
 
The majority of stocks held by the Fund’s Investment Managers are quoted on major stock 
markets and may be realised quickly if required.  Property and private equity investments, 
which are relatively illiquid, currently make up a modest proportion of the Fund’s assets.  In 
general, the investment managers have discretion as to the timing of realisations.  If it 
becomes necessary for investments to be sold to fund the payment of benefits, the Pension 
Committee and the manager(s) will discuss the timing of realisations. 
 
 
POLICY ON SOCIALLY RESPONSIBLE INVESTMENT 
 
The Council supports the principle of socially responsible investment, within the requirements 
of the law and the need to give the highest priority to financial return. The investment 
managers are expected to have regard to the impact of corporate decisions on the value of 
company shares in making their investment decisions.  The Council will consider supporting 
actions designed to promote best practice by companies where necessary and appropriate. 
The investment managers’ discretion as to which investments to make will not normally be 
overridden by the Council, except on the basis of written information from other advisers.    
 
The Pensions Committee has discussed socially responsible investment in the context of 
investment strategy.  It has decided that the principle of the Fund’s investment policy is to 
obtain the best possible return using the full range of investments authorised under the Local 
Government Pension Scheme regulations. 
 
The council is a member of Local Authority Pension Fund Forum and uses it as a platform for 
engagement on environmental, socially responsible issues and corporate governance rather 
than disinvesting.  
 
The Council supports the UK Environmental Investor Code and the CERES Principles. 
 
 
EXERCISE OF RIGHTS ATTACHING TO INVESTMENT 
 
It is the Council’s policy to be an active shareholder.  Where the pension Fund has securities 
held in a portfolio which have associated with them a right to vote on resolutions, the Pension 
Committee has delegated the exercise of these rights to the Fund Managers in accordance 
with the authority’s corporate governance policy.  The Council’s policy is that that all proxies 
are to be voted where practically possible. 
 
The Council’s policy on corporate governance is that it normally expects the Fund Managers 
and companies to comply with the Combined Code published by the London Stock Exchange 
in June 1998 following the recommendations of the Hampel Committee.  The Code 
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integrated the earlier Cadbury and Greenbury Codes together with some additional 
recommendations.   
 
Fund Managers’ right to vote on behalf of the Fund are subject to conforming with the overall 
principles set out in this Statement and with the prevailing regulations. 
 
From time to time, the Pension Committee may feel strongly concerning certain policies and 
at this time would advise the managers how to execute their votes.  Attached at Appendix C 
are the Pension Committee’s broad guidelines on exercising the Council’s voting rights. 
 
COMPLIANCE 
 
The investment managers and all other investment advisers are requested to exercise their 
investment powers in support of the principles set out in this Statement and in accordance 
with the Regulations. 
 
The Pension Committee reviews the performance of the investment managers on a quarterly 
basis.  Northern Trust provides an independent monitoring service.  Officers meet with Fund 
Managers on a quarterly basis and make a report on those meetings to Committee.  
Professional advice is taken as appropriate and an annual review is carried out. 
This Statement of Investment Principles is reviewed by the Pensions Committee at least 
annually and revised when necessary. 
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APPENDIX A 
 
CIPFA Principles for Investment Decision Making and Disclosure 
 
The table below identifies the basis and status of Compliance of the Pension Fund with the 
CIPFA Principles of Investment Decision Making and Disclosure. 
 

Principle 1 
Effective 
Decision 
Making 

Administering Authorities should 
ensure that: 
 

• decisions are taken by 
persons or organisations with 
the skills, knowledge, advice 
and resources necessary to 
make them effectively and 
monitor their implication and 

 
• those persons or 

organisations have sufficient 
expertise to be able to 
evaluate and challenge the 
advice they receive, and 
manage conflicts of interest.  

  

Compliant 
 
All investment decisions are taken 
within a clear and documented 
structure by the Pension Committee, 
which is responsible for the 
Management of the Council’s 
Pension Fund. Committee are 
provided with bespoke training when 
specific decisions are required and 
have committed to regular training.  
 
The officer support team has 
sufficient experience to support 
Committee in making decision 
making responsibilities. It 
undertakes regular training as part of 
a continued personal development 
plan. 
 
There is an Investment Sub Group 
made up of senior officers, 
committee members, the scheme 
adviser and an independent Chair 
which acts as a specialist investment 
and asset allocation advisory body. 
 
An independent adviser sits on the 
Pension Committee to add additional 
challenge to the advice received. 
 
 

Principle 2 
Clear 
objectives 

An overall investment objective(s) 
should be set out for the fund that 
takes accounts of the scheme’s 
liabilities, the potential impact on 
local taxpayers, the strength of the 
covenant for non-local authority 
employers, and the attitude to risk of 
both the administering authority and 
scheme employers and these should 
be clearly communicated to advisors 
and investment managers.  
 
 

Compliant 
 
The investment objectives and 
attitudes to risk are set out in the 
Statement of Investment Principles 
and Funding Strategy Statement.  
 
Overall fund objects are reviewed 
properly as part on the ongoing 
monitoring of the fund. 
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Principle 3 
Risk and 
liabilities 

In setting and reviewing their 
strategy, administering authorities 
should take account of the form and 
structure of liabilities. 
 
These include the implication for 
local taxpayers, the strength of the 
covenant for participating 
employers, the risk of their default 
and longevity risk. 
 

Compliant 
 
The review of the Funding Strategy 
takes into account relevant issues 
and implications. 

Principle 4 
Performance 
assessment 

Arrangements should be in place for 
the formal measurement of 
performance of the investments, 
investment managers and advisers. 
 
Administering authorities should also 
periodically make a formal 
assessment of their own 
effectiveness as a decision making 
body and report on this to scheme 
members.  

Partly Compliant 
 
Both the performance of the fund 
and the performance of the fund 
managers are monitored on a 
regular basis. Committee 
procedures, decision making and 
deferral of decisions are recorded in 
the committee papers.   
 
Assessment of the authority’s own 
effectiveness and that of the 
advisers is yet to be implemented. 
 

Principle 5 
Responsible 
ownership 

Administering authorities should: 
 

• adopt, or ensure their 
investment managers adopt, 
the Institutional Shareholders’ 
Committee Statement of 
Principles on the 
responsibilities of 
shareholders and agents 

 
• include a statement of their 

policy on responsible 
ownership in the statement of 
investment principles 

 
• report periodically to scheme 

members on the discharge of 
such responsibilities.     

Partially Compliant 
 
The Council includes a policy on 
Socially Responsible Investment 
within the Statement of Investment 
Principles. 
 
Fund manager engagement and 
Local Authority Pension Fund Forum 
activities are reported and reviewed 
on a quarterly basis.   

Principle 6 
Transparency 
and reporting 

Administering authorities should: 
 

• act in a transparent manner, 
communicating with 
shareholders on issues 
relating to their management 
of investment, its governance 
and risks, including 
performance against stated 
objectives 

Partially Compliant 
 
The Statement of Investment 
Principles and Funding Strategy 
Statement are published on the 
Council’s website and are updated 
as required.   
 
The Pension Annual Report provides 
details of manager and fund 
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• provide regular 
communication to scheme 
members in the form they 
consider most appropriate.  

monitoring and is available on the 
Council website. Members are 
directed to the website but hard copy 
reports are available on request.   
 
The minutes and decisions taken at 
Pension Committee meetings are 
available on the Council website.   
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APPENDIX B 
Limits on Investments 
 
The Local Government Pension Scheme (Management and Investment of Funds) 
Regulations 1998 as amended, Schedule 1, set out the legal requirements which apply to the 
investments of the Fund. 
The statutory regulations specify the following restrictions on investments: 
 

(a) no more than 10% of the fund shall be invested in any single holding; 
(b) no more than 10% of the fund shall be placed on deposit with any one bank or other 

deposit-taker, other than the National Savings Bank; 
(c) no more than 25% of the fund shall be invested in units of authorised unit trusts 

managed by any one body or in open ended investment companies managed by any 
one body or in insurance contracts in managed funds. 

(d) No more than 25% of the fund shall be transferred by the fund under stock lending 
arrangements 

(e) No more than 10% of the fund shall be invested in securities which are not listed on a 
recognised stock exchange. 

(f) No more than 2% of the fund may be invested in any one limited partnership and all 
such investments shall not exceed 5% of the fund; 

(g) No more than 1% of the fund shall be invested in any single sub-underwriting contract 
and no more than 15% of the fund shall be invested in all sub-underwriting contracts  

 
An Investment Management Agreement is in place with each Fund Manager which 
clearly defines the investment guidelines for the portfolio they manage. 
 
If individual managers invest outside the laid down investment guidelines then they will 
consult with the Director of Finance and Resources for direction and report to the 
Pension Committee at the next available opportunity. 
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APPENDIX C 
Voting Guidelines 
 
The main focus is to promote maximum long-term shareholder value and protect the interest 
of shareholders.   
 
Recommendations For / Against Voting Guidance 
General  Vote with Fund managers 

Take into account the principles derived from 
the Combined Code and related UK initiatives 

Environmental Concerns 
The UK Environmental 
Investor Code 

 Encourage and support companies that 
demonstrate a positive environmental 
response.   
Commitment to environmental excellence, 
monitor their impacts, improvements in their 
performance, comply with all legislation, 
regular reports of progress on environmental 
standards 

The CERES Principles  Adopt the CERES principles, corporations 
have a responsibility for the environment, 
they are stewards, mustn’t compromise the 
ability of future generations to sustain 
themselves. 

Human Rights  Ensure high standards of employment and 
industrial relations in all companies 

SRI  Consider socially responsible and 
governance issues but abide by legal rules 
which may limit investment choice on purely 
socially responsible and governance grounds, 
consideration to financial interest of fund 
members comes first.  

The Report and Accounts For Legal regulatory requirements are met 
 Against Material inadequacies in the report and 

accounts 
Directors Election For Regular re-election, full autobiographical 

information 
 Against Insufficient information, no regular re-election, 

appointment combining chairman and chief 
executive 

Non-Executive directors For Independent of management, exercise free 
independent judgement 

 Against Lack of independence, automatic 
reappointment 

Employment Contracts For Contract period no more than 2 years  
 Against Contract over 2 years 
Directors Remuneration and 
employee share schemes 

For Remuneration must be visible, share 
schemes open to all staff, schemes costs and 
value are quantified by the company,  

 Against Remuneration above the market rate, poor 
performance rewards, Shares schemes only 
open to directors and option schemes that 
are not quantified. 

Appointment of Auditors For Protect independence of auditors and ensure 
non-audit work is less than 25%of total fees.  
Appointment of auditors be for at least 5 
years. 
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APPENDIX D 

  
INVESTMENT STRUCTURE – PERFORMANCE BENCHMARK, PERMITTED 
RANGES AND COMPARATIVE INDICES 
 
 
ALLIANCE BERNSTEIN 

Asset Class Benchmark 
 % 

Ranges % Index 

UK Equities 50 35 – 65 FTSE All Share 
Overseas Equities:    
North America 17.5 2.5 – 32.5 FTSE: AWI North America 
Europe (Ex UK) 15 0 – 30 FTSE: Developed Europe ex-UK 
Japan 7.5 0 – 22.5 FTSE: AW Japan 
Pacific (Ex Japan) 5 0 – 20 FTSE: Developed Asia Pacific ex-

Japan 
Emerging Markets 5 0 – 20 FTSE All World Emerging Markets 
Cash 0 0 - 10  
Total 100   
 
GOLDMAN SACHS 

Asset Class Benchmark 
 % 

Ranges % Index 

UK Fixed Interest 70 60-80 iBoxx Sterling Non Gilts 
UK Index-Linked 
(over 5 years) 

30 20-40 UK Index Linked Gilts over 5 year   

Total 100   
 
STATE STREET GLOBAL ASSET MANAGEMENT 

Asset Class Benchmark 
 % 

Ranges % Index 

UK Equity Index 
sub-Fund 

44 FTSE All Share  

North America 
Equity Index sub-
fund 

11 FTSE World North America         

Europe ex UK Equity 
Index sub-fund 

11 FTSE World Europe ex UK  

Asia Pacific Equity 
Index sub-fund 

11 FTSE Developed Asia Pacific     

Emerging Markets 
Equity Index fund 

3 FTSE All-World All Emerging      

UK Conventional 
Gilts All Stocks fund 

1.5 FTA British Govt Conventional Gilts 
All Stocks     

Index-Linked Gilts 
All-Stocks Index 
fund 

10 FTA British Govt Index Linked Gilts 
All Stocks     

Sterling Corporate 
Bond All Stocks fund 

8.5 
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Total 100   
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STATE STREET GLOBAL ASSET MANAGEMENT Account 2 

Asset Class Benchmark 
 % 

Ranges % Index 

North America 
Equity Index sub-
Fund 

36   FTSE North America  

Europe ex UK Equity 
Index sub-Fund 

26 FTSE Europe Developed ex UK 

Japan Equity Index 
sub-Fund 

10 FTSE Japan 

Asia Pacific ex 
Japan Equity Index 
sub-Fund 

14 FTSE Developed Asia Pac ex Japan 

Emerging Markets 
Equity Index 
sub-Fund 

14 

R
eb
al
an
ce
d 
Q
ua
rt
er
ly
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
  

+/
- 
10
%
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m
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k 

FTSE All Emerging 

Total 100   
 
 
STATE STREET GLOBAL ASSET MANAGEMENT Account 3 

Asset Class Benchmark 
 % 

Ranges % Index 

Sterling Corporate 
Bond All Stocks 
Index sub-Fund 

50 Merrill Lynch Sterling Non Gilt 

Sterling Liquidity 
sub-Fund 

50 

   
   
   
   
   
   
   
   
   

+/
- 
10
%
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f 

B
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Total 100   
 
 
UBS GLOBAL ASSET MANAGEMENT – EQUITIES  

Asset Class Benchmark 
 % 

Ranges % Index 

UK Equities 100 40 - 100 FTSE All Share 
Cash 0 0 – 10  
Total 100   
 
 
UBS PROPERTY 

Asset Class Benchmark 
 % 

Ranges % Index 

Property 100 +/- 25% IPD Qt Index 
Cash 0 0 - 10  
Total 100   
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