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INTRODUCTION

The London Borough of Hillingdon Pension Fund (the Fund) is committed to being a 
long-term steward of the assets in which it invests to protect and enhance the value 
of the Fund over the long term.

The Fund’s primary investment objective is to ensure that over the long term the 
Fund will have sufficient assets to meet all pension liabilities as they fall due. In order 
to meet this overriding objective the Fund will act in the best financial interests of its 
members. Instead of solely pursuing the highest possible investment return, it will 
take into account all financial risks within its investment strategy.

The Fund believes that Environmental, Social and corporate Governance (ESG) 
considerations should be integrated into all investment decision making as it helps 
reduce risk and improve performance to the pension fund and aligns with the 
fiduciary responsibility of the Fund. 

The Fund’s secondary investment objective is to ensure as far as possible that levels 
of employer contributions will be stabilised and maintained at reasonable levels and 
not impacted as a consequence of poor investment performance.

Development of policy
This Responsible Investment (RI) policy has been developed through a working 
group consisting of three members of the Pensions Committee with support from 
officers who met a number of times to outline and develop the policy. Training on 
Responsible Investment and ESG has been provided for all Pensions Committee 
and Pension Board members. 

The Fund has considered guidance and information from the Ministry of Housing, 
Communities and Local Government (MHCLG), the Local Government Association 
(LGA), Scheme Advisory Board (SAB), Pensions and Lifetime Savings Association 
(PLSA) and the Law Commission in establishing this policy.

The draft policy was reviewed by Pensions Board on {insert date}. Approval for the 
policy was received by Pensions Committee on {insert date}.

Compatibility with other policies
This Responsible Investment policy is aligned with the Fund’s Investment Strategy 
Statement where a brief overview on ESG and voting is included. In addition the 
policy is aligned with the Fund’s Funding Strategy Statement with consistency of 
objectives and return expectations to support the funding level. 

The Fund fully supports the principles of the Stewardship Code and is a level 2 
signatory to the Code, which aligns with the principles in this policy. 

A copy of the Fund’s compliance with the Stewardship Code and copies of the Fund 
policies can be found on the website:
https://archive.hillingdon.gov.uk/article/6492/Pension-fund

https://archive.hillingdon.gov.uk/article/6492/Pension-fund


Policy Scope
This policy is applicable to all investment activities of the Hillingdon Pension Fund.

Risks
There are a number of risks associated with this RI policy, including implementation 
of this strategy by external fund managers on segregated mandates, integration of 
the policy into pooled funds where other investors may have conflicting policies and 
integration with RI policies of Pooled assets through the London Collective 
Investment Vehicle (LCIV).  The Fund is reliant on third parties to comply with its 
policies and for the LCIV to provide sub funds consistent with this policy. Risks will 
be mitigated through monitoring of managers and the LCIV and reporting of ESG 
activity.

Compliance
Compliance of the Fund’s activity to this policy will be reported annually in the 
Pension Fund Annual report.

Responsibilities and Governance
The London Borough of Hillingdon Pensions Committee has a fiduciary responsibility 
for the determination and oversight of investment policies and the conduct of those 
policies. The Committee works closely with officers, external advisers and the 
Pensions Board in meeting its obligations in this respect.

The Committee meets quarterly and regularly reviews asset allocations and 
investment policies with officers and external advisers. Periodically, investment goals 
and strategy are considered and revised as appropriate.

The Local Pensions Board has an oversight role to assist the administering authority 
in securing compliance with regulations and policies that apply to the Fund. The 
Pensions Board meets quarterly to review the Pensions Committee reports that will 
include reports relating to compliance with this Responsible Investment Policy. 

Officers and external advisers maintain a rolling programme of review and due 
diligence on all appointed fund managers and report the results of their work to the 
Committee. 

In considering the performance of investments and possible changes/improvements 
which could be made, the Committee always takes account of initial and recurring 
fund costs and fees. ESG considerations and financial risk are taken into account in 
all investment decisions.

The Fund pursues a policy of transparency and accountability to its stakeholders for 
the effective management of the Fund and its investment portfolio.

DEFINITIONS

Responsible Investment (RI)
The term Responsible Investment means the integration of Environmental, Social 
and corporate Governance (ESG) considerations into investment management 



processes and ownership practices in the belief that these factors can have an 
impact on financial performance.

Environmental
Environmental considerations could include among other factors, energy usage, 
waste disposal, raw materials sourcing, carbon emissions, water usage and 
recycling processes.

Social 
Social considerations could include among other factors, diversity, treatment of 
minorities, opportunities for women, employee rights, charitable activities, community 
work, use of agency workers and social infrastructure. 

Governance
Governance considerations could include among other factors, composition of 
boards, external trustees, available share classes, interaction with shareholders, 
remuneration and voters’ rights.





INVESTMENT OBJECTIVES

Investment Objectives
The Fund’s primary objective is to ensure that, over the long term, the Fund will have 
sufficient assets to meet all pension liabilities as they fall due. To achieve this, the 
Fund will look to maximise the return on its investments while managing risk within 
acceptable levels.

Investment risks should be considered in the context of reasonable expectations of 
investment reward. Every effort must be made to ensure that risk and reward are 
considered jointly and risks are sufficiently rewarded.

The Fund will ensure adequate liquidity is available within the portfolio in order to 
meet its obligations as and when they fall due.

The Fund will ensure as far as possible that levels of employer contributions will be 
stabilised and maintained at reasonable levels and not impacted as a consequence 
of poor investment performance.

Investments will contribute as part of the Funding Strategy for the Fund to be fully 
funded over the long term.

The Fund will take proper advice in all investment decisions.

ESG factors

The Fund believes in a policy of long-term investment in order to achieve sustainable 
returns from well governed and sustainable assets.  Investment in companies that 
are managed better and that work within strong Environmental, Social and 
Governance aware frameworks and can provide investors with a risk-aware, long 
term sustainable returns.  

The Fund believes that the companies that manage assets on behalf of the pension 
fund should be signatories to the stewardship code and Principles for Responsible 
Investment (PRI). Existing managers outside of these frameworks should have a 
valid reason not to sign up and the Fund will encourage it’s existing managers to do 
so. New investment will not be made into managers who are not signatories to the 
stewardship code and PRI.

The Fund favours a policy of engagement with companies as opposed to widespread 
policies of exclusion of companies from specific sectors. However, divestment is a 
tool available to the Fund and its investment managers to divest from companies for 
any reason including ESG reasons. 

The Fund will not pursue policies that are contrary to UK foreign policy or UK 
defence policy.

The Fund believes that Climate Change is a financial risk to the Pension Fund and 
manages this risk through the Fund’s Risk Register. Climate risk is evident in all 
sectors and should be considered in all investments.



The Fund expects investment managers to consider the usage of resources of 
companies and the implications of targets for reduced carbon emissions to support 
the achievement of the Paris agreement principles.

The Fund believes ESG risks should be approached holistically rather than on 
specific issues as factors are continually evolving, this enables the Fund to be 
reactive to the underlying company ESG issues and work with companies to make 
improvements.

The Fund believes sustainable investments can be achieved with robust and 
effective dialogue and engagement with fund managers and corporate management 
teams. 
Sustainable investment policies should provide:

- Maintainable, competitive and risk adjusted returns
- Avoidance of harm and mitigation of ESG risks
- Demonstrable benefits to all stakeholders

Effective ESG integration combined with proactive engagement should maximise the 
adoption of these policies and structures within our portfolio to ensure companies in 
which the Fund ultimately invests have robust board structures, remuneration and 
sustainability policies, risk management and debtholder rights.  

The Fund will consider the fullest range possible of asset classes when determining 
its asset allocation. No asset classes are excluded.

RESPONSIBLE INVESTMENT FRAMEWORK  

This RI framework provides the investment beliefs and objectives as the starting 
point to deliver RI and stewardship for the Fund. Compliance to the Stewardship 
Code is reported as a separate document on the website.

In making investment decisions, the Fund seeks and receives proper advice from 
specialist investment advisers. The Fund requires its external investment managers, 
including the London CIV to undertake appropriate monitoring of current investments 
with regard to their policies and practices on all issues which could present a 
material financial risk to the long term performance of the Fund such as, but not 
limited to, corporate governance, social and environmental factors. 



The Fund regularly appraises the ESG credentials and performance of LCIV and 
fund managers in order to ensure that its ESG principles are properly reflected within 
the investment portfolio.

The Fund expects its Fund managers to integrate material ESG factors within its 
investment analysis and decision making. 

RESPONSIBLE INVESTMENT IMPLIMENTATION 

Pension Committee and Pension Board members have received and will continue to 
receive training and education in ESG matters including climate, governance and 
other risks. Training will be recorded in a training log and reviewed under regular 
training needs analysis assessments.

Key ESG issues will be considered and included on the Fund risk register, where 
material.

ESG will be considered in all investment decisions, whether investing through direct 
segregated mandates or into pooled funds

Delegation of day-to-day ESG integration of investments to asset managers who are 
expected to have closer knowledge of companies under investment and board 
activity. 

The Fund will seek to understand each manager’s approach to voting and 
engagement

The Fund will ensure manager ESG integration policies are in line with fund 
expectations and beliefs and managers will report ESG factor management to the 
Fund regularly.



The Fund will challenge and require assurance on decisions and investments made 
by managers where fund stakeholders may have ESG concerns, to fully understand 
risk profile of investment.

The Fund will only invest in companies who are signatories to the stewardship code 
and the PRI. Existing managers outside of these frameworks should have a valid 
reason not to sign up – no further investment will be made in these funds.

The Fund RI policy and the Funds compliance with the Stewardship code will be 
updated and reviewed annually.

Pooling

The Fund is committed to complying with the regulatory obligation to achieve a 
position whereby at least 95% of its investment assets are pooled. The Fund has 
committed to pool its assets through the LCIV.

The Fund will continue to monitor the arrangements put in place by the pool in 
ensuring thorough due diligence has been carried out by the LCIV including manager 
RI and ESG policies in manager selection.



The Fund will ensure there is a value for money case and pooled funds meet the 
investment strategy risk and reward objectives.

The Fund will consider making further allocations of investments within the LCIV pool 
as and when realisations of the existing portfolio occur either by virtue of investment 
decisions made or by the maturity or return of existing investments.

The Fund is maintaining a regular dialogue with senior management of LCIV in order 
to ensure that its Investment beliefs and policies are taken into account and as much 
as possible accommodated by LCIV and its fund managers.

Investment into pooled funds does not remove or reduce the fiduciary responsibilities 
of the Fund and the Committee and officers will engage closely with LCIV and will 
seek its full co-operation in order to properly acquit these responsibilities including 
implementation of ESG policies and stewardship of assets.

ENAGEMENT AND ACTIVE OWNERSHIP

The Fund through its participation in the LCIV will work closely with other LGPS 
Funds in London to enhance the level of engagement both with external managers 
and the underlying companies in which invests. 

The Fund’s investments through the LCIV are covered by the voting policy advising 
managers to vote in accordance with voting alerts issued by the Local Authority 
Pension Fund Forum (LAPFF) as far as practically possible.  The London CIV will 
hold managers to account where they have not voted in accordance with these 
directions. 

The Fund’s approach to engagement recognises the importance of working in 
partnership to magnify the voice and maximise the influence of investors as owners. 
The Fund expects its investment managers to work collaboratively with others if this 
will lead to greater influence and deliver improved outcomes for shareholders more 
broadly. The Fund appreciates that to gain the attention of companies in addressing 
governance concerns; it needs to join with other investors sharing similar concerns. 

To ensure effective and consistent use of the voting rights, investment managers are 
tasked with exercising the voting rights accruing to the Fund. If important issues 
impacting local residents do emanate from actions of invested companies, the 
Pensions Committee will contact investment managers in charge of assets of such a 
company to make their opinion known and ask for such to be presented at meetings 
with the company or reflected in their voting pattern. 


