LGPS Central Joint Committee
Date:
Venue:
Time:

Friday 18 June 2021
Virtual meeting
10.00-12.30

AGENDA
Item
Item Description
No.
1.
Meeting Protocol (including timing of break)
2.

Welcome and Introductions

3.

Apologies for Absence

4.

Declarations of Interest
Members to declare any interest under the following categories:
• Disclosable Interest
• Outside Bodies Interest
• Family and Friends or Close Associate Interest

5.

Chair and Vice Chair
To confirm the Chair and Vice Chair for the coming year

6.

Minutes
To approve the Minutes of the last meeting, attached

7.

Public Question Time/Open Session
• A period of up to 15 minutes will be set aside for the
taking of questions and answers
• Questions must be received in writing by the Clerk to the
Joint Committee (address below) by noon of the second
working day before the day of the relevant meeting.
• No person may submit more than one question to any one
meeting and no more than one question may be asked on
behalf of an organisation at any one meeting. No question
may be sub-divided into more than two related parts.

8.

Joint Committee Terms of Reference
The regular review of the terms of reference
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Page Nos.

3 - 12

13 - 20

Item
Item Description
No.
9.
Practitioners Advisory Forum Update
Update on the work of the Practitioners’ Advisory Forum (PAF)
and its working groups, which supports the Joint Committee in
delivering pooling objectives.
10.

Pool Risk Register
Review of the pooling risk register as at March 2021

11.

LGPS Central Performance Update
To receive a presentation from LGPS Central Ltd. on investment
and Client KPI performance in the period to March 2021

Page Nos.

21 - 36

37 - 42

43 - 86

Partner Fund Representatives:
Councillor Myles Hogg (Cheshire)
Councillor David Wilson (Derbyshire)
Councillor Thomas Barclay (Leicestershire)
Councillor Eric Kerry (Nottinghamshire)
Councillor Thomas Biggins (Shropshire)
Councillor Philip Atkins (Staffordshire)
Councillor Milkinder Jaspal (West Midland Pension Fund)
Councillor Adrian Hardman (Worcestershire)
Mr Malcolm Cantello, (Scheme Member Representative)
LGPS Central Ltd attendees (presenting item 11)
Joanne Segars (Chair)
Mike Weston (Chief Executive Officer)
Gordon Ross (Chief Investment Officer)
Ian Brown (Head of Private Markets)
Patrick O’Hara (Investment Director, Responsible Investment & Engagement)

For further information or advice, please contact:
Chris Bujac, Clerk to LGPS Central Joint Committee
Cheshire West and Chester Council, HQ, Nicholas Street, Chester, CH1 2NP
chris.bujac@cheshirewestandchester.gov.uk
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LGPS Central Joint Committee
Minutes of the meeting held on 20th November 2020
Virtual Meeting – Broadcast Live
Attending:
Councillors: Kerry (Chair up to Item 4), Biggins (Newly elected Chair), Hogg

(Newly Elected Vice-Chair) Atkin, Atkins, Jaspal, Middlebrough, Osborne, Perkins,
Simm.
Scheme Member Representative: Malcolm Cantello (MC), Unison

Other Attendees:
Partner Fund representatives: Rachel Brothwood (RB), Justin Bridges (JB), Jill
Davys (JD), Bhulesh Kachra (BK), Dawn Kinley (DK), Keith Palframan (KP), Charles
Riley (Clerk, CR), Maggie Sheppard (MSh), Melanie Stokes (MS), Rob Wilson (RW)
LGPS Central Ltd (LGPSCL): Ian Brown (IB), John Burns (JB), Callum Campbell
(CC), Mark Davies (MD), Dave Evans (DE), Valborg Lie (VL), Gordon Ross (GR),
David Searle (DS), Joanne Segars (JS), Jaswant Sidhu (JSi), Mike Weston (MW)
Observer: None
Item 1 - Meeting Protocol:
1.1 The Chair invited the Clerk to describe the virtual meeting protocol and the
Clerk outlined that the Joint Committee would operate in accordance with
Cheshire West Council’s previously adopted protocol for virtual meetings.
Item 2 - Apologies for absence:
2.1 There we no apologies for absence and no substitutes
Item 3 - Declarations of Interest:
3.1 No declarations of interest were received in any of the categories listed.
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Item 4 - Election of Chair and Vice-Chair
4.1 Councillor Kerry invited nominations for elections of the post of Chair and ViceChair of the Joint Committee.
4.2 For Chair, Councillor Kerry proposed Councillor Biggins, seconded by
Councillor Jaspal. Election was unanimous, Councillor Biggins was duly elected
as Chair of the Committee. Councillor Biggins then assumed chairing the
Committee.
4.3 Councillor Biggins then nominated Councillor Hogg for Vice-Chair, seconded by
Councillor Kerry. Election was unanimous. Councillor Hogg was duly elected
Vice-Chair of the Committee.
4.4 Chair thanked and congratulated Councillor Kerry for his work for more than the
allotted 12 months in the position, especially in light of the pandemic. Councillor
Kerry also thanked the officers and staff for their hard work.
Item 5 - Minutes of the last meeting dated 21.06.19
5.1 The Chair explained the last meeting was in June 2019 and since then, due to
the pandemic, members received a written briefing note in August 2020 which
was subsequently published.
5.2 There were no matters arising.
5.3 The minutes were confirmed as a correct record. Proposed and
recommended by Councillors Biggins and Atkins.
Item 6 - Public Questions
6.1 Members of the public submitted written questions in the period prescribed
under the Joint Committee rules. The Chair explained that the time limit of 15
minutes to read out questions and answers would be exceeded at this meeting
due to the previous Committee meeting not taking place as a result of the
pandemic. However, in future meetings the 15minute rule would be strictly
adhered to.
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6.2 The questions were read out by the Clerk and a verbal response was read out
by VL on behalf of the company. The questions and responses have also been
published on the LGPS Central Joint Committee webpage at:
https://www.cheshirepensionfund.org/members/wpcontent/uploads/sites/2/2020/11/Joint-committee-20.11.20-public-Qs.pdf
6.3 NB - One public question that was received prior to the deadline was
inadvertently omitted to be read out and answered at the meeting. That
question will be answered in writing and published on the LGPS Central Joint
Committee webpage.
Item 7 - Practitioners Advisory Forum Report
7.1 MSh presented an overview of the published report including key themes and
the progress of the four working groups. There were additional points made
regarding the success of dispersed working in this pandemic period and an
outline of key performance indicators plus information on the position and
funding of the company with a forecast underspend for this financial year. Any
recommendations requiring Joint Committee decision arising from ongoing
discussions regarding moving pooling forward would be fed through to Joint
Committee.
7.2 MSh also described the latest iteration of the costs saving model. MSh thanked
colleagues in Derbyshire for managing the process. Costs savings are slightly
ahead of the savings forecast originally.
7.3 Councillor Atkin asked when the working groups are going to finalise their
recommendations. MSh responded that the working groups would come to
fruition in the coming weeks before and after the Christmas period. A further
update will be provided to Councillors accordingly.
7.4 Councillor Hogg asked what the decision tree was at 6.4 of the report. MSh
replied that it was a logical and structured flow of decision making to ensure
that as assets are transitioned into the pool or kept outside the pool, there is a
clear decision making process that can be referred to for clients and members.
7.5 MC – queried Page 26, Appendix 2, which showed £77.3m costs for the
company. Should transition costs be shown separately? MSh stated the model
deals with a long period of time rather than a year or 3 years. Costs have also
changed according to the company and the range of products has altered.
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Costs of buying and selling are also factored in. MC responded that he thought
Appendix 2 covered 3 years. MSh said costs model has applied since 2017 but
the costs as detailed are for a longer period to 2033.
7.6 The Chair, Councillor Biggins, proposed the report be received, seconded
by Councillor Osborne. The Committee unanimously agreed to formally
receive the report.
Item 8 Pool Risk Register
8.1 JD outlined the published report and explained it was updated from the report
sent out in June. Officers work closely with the company to produce the report
and assess the risks of investment pooling. There are two high risks evident,
one linked to changing requirements for partner funds in response to changes
in strategic asset allocation. The second risk is the political dimension, such as
the impact of Brexit. There have been some delays in pooled product
development, due to the practicalities encountered with the pandemic. There
has been an additional risk added within the reputational area on climate
change given the increasing interest in and lobbying on this subject.
8.2 MC asked whether the renegotiation of the lease for the office accommodation
has been added as a risk. JD responded that this was not included as a
separate high level risk as there are mechanisms to support the office move
and discussions are ongoing in that respect.
8.3 The Chair, Councillor Biggins, proposed the report be received, seconded
by Councillor Hogg. The Joint Committee approved the report and noted
the Risk Register will continue to be assessed and updated and will be
reported to Joint Committee.
Item 9 LGP
SC Limited Performance/Investment Outlook/Company Update
9.1 MS presented a brief introductory summary to the report at Item 9 and invited
the Company representatives to make their slide presentation on overall
performance, company picture, investment performance and client survey.
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9.2 JS welcomed the Committee on behalf of the company. Thanks were extended
to Councillor Kerry for his leadership and support. JS looked forward to working
with the new Chair and Vice-Chair.
9.3 The overview of the year shows continued progress based on devising
products for partner funds’ needs. There are £20bn of assets within nine pooled
funds. On the basis of the products launched thus far there were £14.2m gross
savings. The year has been dominated by Covid and the company's staff has
responded remarkably to continue to deliver to partner funds and have received
much support in return. The company has continued to produce reports in this
period and issued responsible investment climate risk reports (RICRR). The
Corporate Bond Fund has been launched. Gordon Ross has become
permanent CIO and Ian Brown has joined as Head of Private Markets. Also
refreshed company beliefs to harness skills of able company staff from public
and private sector. JS thanked partner funds for their continued support and
engagement
9.4 GR made his presentation referring to the relevant slides 36. He outlined the
passive and active funds. The passive funds have just under £6bn of partner
funds invested. Each of the active funds has external managers who are
overseen by the company. The active funds have specific investment targets
over and above their benchmark. Two of these funds are equity based (£3bn)
and the third is the new global fixed income bond fund (£1.5bn).
9.5 IB presented the private market element of the company at slide 37. The LGPS
primary partnership is too young yet to measure performance meaningfully.
9.6 DE presented on the passively managed funds at slides 39-47. Key points
made were
•
•
•

•

The passive Equity Fund and Global Passive Equity funds are tracking the
benchmark almost exactly, which is the aim.
There is recognition of ESG and climate change and there had been
extensive company engagements in the period.
The Dividend Growth Factor Fund has performed close to the benchmark
including a small out-performance achieved by reclaiming tax. Equal
weightings are held in the 3 main global geographical regions.
The Climate Multi-Factor Fund is of interest. The Fund is designed to
reduce exposure to companies with higher levels of fossil fuel and carbon
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outputs. Value stocks are sought within a climate focus. DE explained the
climate characteristics of the Fund at slide 47. DE noted a typo on p47
where in the last box the word “higher” should read “lower”.
9.7 MC noted it was useful to see the performance summary. He asked what the
tracking error was in the summary. DE answered that it is a risk measure in
how closely the fund tracks its benchmark. If it tracks exactly it will read zero.
Any error lower than 0.5 will be close to the benchmark. Zero isn’t normally
achievable as that would require trading all the time. MC said the summary
gives a figure of 0.35 which is different from the specific slide reading 0.05. DE
stated he will go away and report back as to the discrepancy.
9.8 Councillor Atkin referred to slides 39 and 40 where Astrazeneca are the largest
investment and may have impacted performance. DE responded that the UK
market was down by 1.5%. There will be change and volatility as companies
suffer due the pandemic but the Fund is performing to benchmark.
9.9 MD presented for the company in respect of the Global active equity funds,
explaining the styles of the funds’ appointed managers: Harris are a value
manager, Schroders have a growth bias and Union which has a more neutral
stance.
9.10 The Global Active Fund has underperformed its target since inception. Growth
stocks have outperformed value stocks, particularly technology stocks.
Schroders and Union have outperformed. Harris is underperforming at present
but from September with the advent of the Covid vaccine and Biden’s victory in
the US presidential elections there appears to be a move back towards value
stocks and more recent performance is on track. . The Fund has Responsible
Investment and Environment (RI&E) status with over 400 engagements with
companies and the carbon footprint of the holdings at 33% below the index.
9.11 MC asked that there is an ever increasing widening trend between target and
fund performance. Why is the graph not showing between target and
benchmark? MC replied that all three can be included but the remit was for the
former. MC asked if the target is being set too ambitiously. MD replied not and
that the performance gap is narrowing. The Chair also stated that the target is
the more valuable measure for actively managed funds it is good news the gap
is narrowing on all the measures and will hopefully go above target. Councillor
Jaspal asked what news there was on dividends, given many companies have
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suspended payment. MD considered companies were quick to cut them to
weather the storm of Covid. He considered the banks will start paying dividends
soon and other companies to follow suit in the next 12 months.
9.12 MD continued with his presentation moving on to the Emerging Markets Fund
(slide 51). This has lagged against its target and whilst in recovery this is slower
compared with other funds. There are three managers (BMO, Vontobel and
UBS) BMO have had mixed fortunes on performance due to its quality focus
and resulting lower exposure in China whereas China has been the best
performing stock market globally during the pandemic. The fund’s RI&E status
has been achieved and carbon footprint has been 55% below the index,
although emerging market indices have a lower exposure to oil and gas stocks.
Since September, the fund has outperformed benchmark and target. Councillor
Middlebrough asked how concerned MD is by the BMO manager performance,
particularly in view of their approach to China. MD responded that they meet
BMO every month and this month extended the meeting to include partner fund
officers. This month BMO are 2% ahead so are closing the gap. They don’t hold
Alibaba stock even though it is the largest stock in that sector, but their
governance arrangements are not clear and a recent spin-off Initial Public
Offering (IPO) has not gone ahead and BMO have benefitted from not
investing.
9.13 GR presented on the Corporate Bond Fund. It is outperforming its target which
is the benchmark plus 1%. This Fund was launched over the day the first
national lockdown started on 23.03.20 with two external managers appointed.
Further fixed income funds will be opened in the coming months (slide 55).
Councillor Atkin congratulated the company for performance above the
benchmark figures. He asked how much did it cost to transition to the
Corporate Bond Fund and how did it compare to expectations? GR replied that
he did not have the details to hand but he would follow that up. Councillor
Kerry asked that in recent months Sterling has strengthened and what is the
impact of that exchange rate change and has that change been reflected in the
performance figures? GR replied that the global benchmark is hedged into
sterling and 90% has to be in sterling. With the pound strengthening this has
protected the returns.
9.14 JS presented the private equity funds (slide 57). He commenced with the
primary fund, it is a fund of funds arrangement. He stated the company is very
pleased to secure allocations from top performing managers as the funds are
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over-subscribed. 28% of capital has been called upon. All managers are now
engaged. Blackstone hadn’t made any investment at the end of September but
has now completed an investment deal in Q3 and two more for Q1 next year.
On RI&E, in response to the pandemic specific charitable donations have been
made by several of the managers. Slide 58 shows the Co-Investment
Partnership which invests directly having got off to a strong start due to
exposure to the health and IT sectors. There are no underlying fees in this fund.
The fund has had a good start as it invests inn IT and healthcare. There has
been a further investment in Acuon Capital. GFL Environmental, a Canadian
waste business has become public and its share price has improved by 33%
since IPO. In terms of RI, 25% of GFL’s fleet of trucks run on compressed
natural gas and Transporean’s software helps logistics companies to run fewer
empty loads. Covid impact has impacted most businesses and some impacts
were highlighted.
9.15 MC asked why Blackstone’s fund has not been called at all. JS replied there is
a lot of demand for these managers and when they raise new funds the
managers will sequence activity to complete investments in existing funds first.
Investors need to commit as new funds are launched but know there is likely to
be a time lag from new funds being launched to moneys being called down.
9.16 GR summed up via slide 59: passive funds are performing in line with
expectations, active funds’ performance is improving with early stages for
private equity.
9.17 VL presented the RI&E report (slides 61 and 62). Best practice asset
management includes RI&E consideration. The company works within an RI&E
integrated status approach Additionally LGPSC were shortlisted in LAPFF
awards for their RI&E approach and has received an A+ rating for Principles for
RI short PRI established by the UN. In terms of company engagement, the
emphasis is on the quality rather than quantity of engagement. The company
has retained EOS Hermes to support engagement and voting activity. Climate
action is a high priority. The Company is transparent its website also has
detailed information on RI&E activity. The company has commissioned services
to provide climate risk reports which assist partner funds to develop climate
strategies and reports for the Taskforce for Climate Related Financial
Disclosures (TCFD). There are also two new graduate recruits employed by the
company. At COP26 LGPSC works with IIGCC who will have a seat at the
conference.
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9.18 MW announced that Patrick O’Hara will join LGPSC as the new RI&E Director.
9.19 MC referred to slide 62 and asked whether the embedding of RI into advisory
mandates will be strong enough and that fund managers will be aware of the
importance. JS responded that ‘advisory’ in this context may not be accurate.
Councillor Atkin congratulated the company on its performance and asked
whether companies that have suffered due to Covid will impact on the portfolio.
MW responded that it is a difficult situation as some companies are failing and,
as a consequence, if publicly quoted will affect the passive funds, whereas the
active managers should react to these situations. It is difficult to assess the
detailed impact. Councillor Jaspal asked if population growth is raised as an
issue with company engagement. VL responded that a rise in demand does
feature in conversations but there is also a large increase in public and
customer awareness. Councillor Middlebrough asked about the variation in the
cost saving budget to 2033 and whether the RI investments impact on budget
arrangements. MW replied it is part of this strategy and the costs savings
budget was first developed in 2016 whereas RI&E has increased in scope since
then. Whilst costs have increased the net returns have increased for the
company. The target of exceeding savings against costs is still on target for
2024. Transition costs are decreasing as more transitions take place.
9.20 MW summarised the report via slides 64 to 67. 75% of KPIs are green. two of
the red indicators are on investment performance. On November’s measure
one of the KPIs will be green. On Compliance, the company has a zerotolerance approach to errors. There were seven errors in the reporting period,
four caused internally and three due to external managers. No loss of funds
was caused. MW emphasised the new mission statement for the company on
slide 67. Councillor Jaspal asked whether there were any gaps in the
management team. MW replied there are no gaps today. GR promoted to Chief
Investment Manager and IB as Head of Private Markets. Kara Forest is anew
appointment and will also assist Callum Campbell on the client investment side.
9.21 The Chair, Councillor Biggins, proposed the report be received, seconded
by Councillor Atkin. The Joint Committee approved and agreed to
formally receive the report.
_______________________________________________
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The Chair announced that the date of the next meeting of the Joint Committee will be
published in due course. The meeting was closed.
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LGPS Central Joint Committee
Friday 18 June 2021
Item 8: Joint Committee Terms of Reference
1.

Purpose of the report

1.1 This report asks the Committee to endorse its Terms of Reference and protocol
for dealing with public questions at meetings.
2.

Recommendation

2.1 That the Terms of Reference (set out in Appendix 1) and the protocol for dealing
with public questions (set out in Appendix 2) be approved by the Committee.
3.

Background

3.1

The Committee’s current Terms of Reference provide for review on an annual
basis, to ensure that they remain fit for purpose as the partnership between the
Partner Funds develops.

3.2 Members of the public are permitted to ask questions at Committee meetings
and the Committee has previously adopted a protocol for dealing with public
questions.
4.

Review of Terms of Reference

4.1 Minor amendments to the Terms of Reference are proposed, most notably that
the annual review should take place at the first meeting after 1st May in each
year. This provides clarity around when the review should take place and brings
it in line with the dates specified for the election of the Chair and Vice Chair.
4.2 The protocol for dealing with public questions is to be updated to reflect a change
in personnel.
4.3 The proposed changes to the Terms of Reference and public questions protocol
are shown in tracked changes in Appendix 1 and Appendix 2 respectively.
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Terms of Reference

LGPS CENTRAL JOINT COMMITTEE
TERMS OF REFERENCE

The Joint Committee is a public forum for the Councils within the LGPS Central Pool
(the Pool) to provide oversight of the delivery of the objectives of the Pool, the delivery
of client service, the delivery against the LGPS Central business case and to deal with
common investor issues. The Joint Committee shall provide assistance, guidance and
recommendations to the individual Councils in connection with the functions set out
below taking into consideration the conflicting demands and interests of the participants
within the Pool. The Joint Committee does not have delegated authority to make binding
decisions on behalf of the participating Councils.
Membership
• The Joint Committee shall consist of one elected member from each Council.
• Each council may nominate one or more elected member (s) to attend any
meeting of the Joint Committee or its sub-committees in place of an appointed
member from a Council, subject to prior notification being given to the Clerk to
the Joint Committee or his or her nominee.
• Each council may remove its appointed members or substitute members and
appoint different members and substitutes by giving written notice to the Clerk to
the Joint Committee or his or her nominee.
• Each appointed member or substitute shall be entitled to remain on the Joint
Committee for so long as the Council appointing them so wishes, but shall cease
to be a member or substitute if he or she ceases to be a member of the
appointing Council or if that Council removes the appointed member.
• Any casual vacancies will be filled as soon as reasonably practicable by the
Council from which such vacancy arises by giving written notice to the Clerk to
the Joint Committee or his or her nominee.
• Each member of the Joint Committee shall comply with any relevant codes of
conduct of their Council when acting as a member of the Joint Committee.
• A Trade Union representative shall be appointed as a non-voting member of the
Joint Committee to represent the scheme members across the Councils’ pension
funds.
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Role and function
1. To provide oversight of the objectives of the Pool as listed below:
• to meet the investment objectives of the participating LGPS funds
• to establish a collaborative platform through which the Councils can
aggregate their pension assets with a view to providing scale economies and
improved investment efficiency
• to develop internal investment management capabilities for the collective
benefit of the Councils in order to provide wider investment choice and market
competition
• to create capacity to invest in asset classes which individual funds may find
difficult to access
• to stimulate innovation, and provide an opportunity for funds to engage with
the investment industry in finding new and creative approaches to the funding
challenges faced by the LGPS (and the wider pensions sector);
• to act as a responsible, long term investor, using its influence to promote the
highest standards of corporate stewardship
• to create a regional centre of excellence for investment management, able (in
the long term) to offer services to other pension funds, charities and
endowments; and
• Following transitioning arrangements, to invest each Shareholder’s pension
assets including any assets administered for and on behalf of other parties
either through the collective investment vehicle(s) operated by LGPS Central
Ltd, as the primary and exclusive collective investment vehicle(s) for all
eligible pension assets, or by appointing LGPS Central Ltd to manage any
non-eligible pension assets outside of such vehicle(s).
2. To provide oversight of the delivery of client service.
3. To provide oversight of delivery against the LGPS Central business case.
4. To deal with common investor issues, with a particular focus on Responsible
Investment
Practitioners’ Advisory Forum
The Practitioners’ Advisory Forum (PAF) shall provide a central resource for advice,
assistance, guidance, and support for the Joint Committee and shall support the
functions of the Joint Committee. PAF shall provide technical support at meetings of the
Joint Committee and shall act as a conduit for the Joint Committee to communicate
back to the respective Councils and/or direct to LGPS Central Ltd as appropriate.
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Meetings
•
•
•

•
•

•

•
•

•

The Clerk to the Joint Committee will be the Head of Paid Service or nominee of
Cheshire West and Chester Council who will work within a budget set by the
Councils.
The Joint Committee will meet twice a year in June and December with the
location to be rotated around the Shareholding Councils.
The Clerk to the Joint Committee or his or her nominee will give notice to the
public of the time and place of the meeting in accordance with Part VA1 of the
Local Government Act 1972. At least five clear working days before a meeting,
the clerk to the Joint Committee or his or her nominee will send a summons
signed by the Clerk to the Joint Committee or his or her nominee electronically to
every Member. The summons will give the date, time and place of each meeting
and specify the business to be transacted and will be accompanied by such
reports as are available.
Each Council within the LGPS Central Pool will publish a link on its own website
to the relevant page on Cheshire West and Chester Council’s website providing
access to the Joint Committee’s agendas and minutes.
The Chair and Vice Chair of the Joint Committee will be elected by the Joint
Committee from amongst its members and shall hold those offices until the first
meeting after 1st May in the following year. Both the initial and subsequent Chairs
and Vice Chairs may be re-appointed to serve a further term or terms.
If there is a quorum of members present but neither the Chair nor the Vice Chair
is present at the meeting of the Joint Committee, the other members of the Joint
Committee shall elect one of the members of the Joint Committee as Chair of the
Joint Committee for that meeting only.
The quorum of a meeting will be at least five members who are entitled to attend
and vote.
Each elected member shall have one vote on any recommendations. Any matter
will be decided by a simple majority of those members of the Councils
represented in the room at the time the question was put. In the case of an
equality of votes the Chair shall have a second or casting vote but before
exercising this, the Chair shall consider whether it is appropriate to defer the
matter to the next meeting of the Joint Committee. The Chair shall take account
of the governing principles to the LGPS Central pooling agreement when
exercising the casting vote.
The member appointed as a substitute shall have the same voting rights as the
member for whom he or she is substituting and who does not attend. Where the
appointed member attends the substitute member shall not have any right to vote
after the conclusion of the item of business being discussed when the appointed
member arrives but may remain at the meeting as an observer.

1

Meetings of councils and their committees are expected to be open to the public, except in the circumstances set
out in Part VA of the Local Government Act 1972.
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•
•

•

•

•

•

•
•
•

The Chair will take the vote by show of hands, or if there is no dissent, by the
affirmation of the meeting.
The Clerk to the Joint Committee or his or her nominee shall arrange for written
minutes to be taken at each meeting of the Joint Committee and shall send them
to the members of the Joint Committee for on-line approval within three weeks of
the meeting. At the next meeting of the Joint Committee, the Chair shall move
that the minutes of the previous meeting be ratified as a correct record. If this is
agreed, the Chair of the Joint Committee shall sign the minutes.
Any elected member of the Councils who is not a member of the Joint Committee
may speak at a meeting of the Joint Committee if the Chair of the Joint
Committee invites him or her to do so but an elected member of the Councils
who is not a member of the Joint Committee shall not be entitled to vote at a
meeting of the Joint Committee.
Meetings of the Joint Committee shall be open for members of the public to
attend unless the Joint Committee determines that it is necessary to exclude
members of the public in accordance with Part VA of the Local Government Act
1972 or the Joint Committee determines that it is necessary to take action
because of a disturbance. Copies of the agenda for meetings of the Joint
Committee and any reports for its meetings shall be open to inspection by
members of the public at the offices of all of the Councils unless the Clerk to the
Joint Committee determines that any report relates to items in which his or her
opinion are likely not to be open to the public.
In accordance with Part VA of the Local Government Act 1972, the Joint
Committee shall exclude the public from its meetings whenever it is likely, in view
of the nature of the business to be discussed or the nature of the proceedings
that, if members of the public were present, confidential information would be
disclosed to them in breach of the obligation of confidence.
If any member of the public interrupts proceedings, the Chair will warn the person
concerned. If they continue to interrupt, the Chair will arrange for their removal
from the meeting room and will suspend the meeting until the member of the
public has left or been removed.
If there is a general disturbance in any part of the meeting room open to the
public, the Chair may call for that part to be cleared.
Each Council will undertake the overview and scrutiny function on its own behalf
in accordance with their constitutions.
Items for inclusion in the meetings:
1.
2.
3.
4.
5.
6.
7.

Update on delivery against the objectives of the Pool
Investment Performance & Cost Reporting
Benchmark Reporting
Service Level Agreement Reporting
Update on delivery against the LGPS Central Business Case
MHCLG & SAB Reporting
Responsible Investment
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8. Investment Outlook
9. Training/LGPS Central Events Programme
10. Other Relevant Common Investor Issues
Terms of Reference Review
These terms of reference will be reviewed annually at the first meeting after 1st May in
each year.
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LGPS CENTRAL JOINT COMMITTEE – PUBLIC QUESTIONS
This note sets out the procedure for members of the public who wish to submit a
question to be asked at the Joint Committee.
At each meeting of the Joint Committee, the public (including active members,
deferred members, survivor members or employee members of the local authorities
administering the pension funds that comprise LGPS Central) will be able to submit
questions to the Chair of the Joint Committee to which the relevant member or
officers supporting and attending the Joint Committee will respond.
A period of up to 15 minutes will be set aside for the taking of questions and
answers.
Questions must be received by noon of the second working day before the day of the
relevant meeting. This normally means, for example, that when a Joint Committee
meeting takes place on a Wednesday, the deadline for receipt of questions is noon
on the Monday of the week of the Joint Committee meeting.
Questions must be submitted in writing to the address below:
Charles RileyChris Bujac
Clerk to LGPS Central Joint Committee
Cheshire West and Chester Council
4 Civic Way, Ellesmere Port, Cheshire CH65 0BE
charles.rileychris.bujac@cheshirewestandchester.gov.uk
Please state your name and address. The Chair cannot accept anonymous
questions.
Questions that have been accepted will be published on the Councils’ website
together with the name (but not the address) of the questioner. No person may
submit more than one question to any one meeting and no more than one question
may be asked on behalf of an organisation at any one meeting. No question may be
sub-divided into more than two related parts.
If the Chair of the Joint Committee considers that the number of questions received
is such that they cannot all be answered within 15 minutes, they will, after consulting
with the Vice-Chair, select those which are to be put to the Joint Committee meeting.
Any question which cannot be dealt with at the meeting because of lack of time will
be dealt with by a written answer to be sent within 5 working days of the Joint
Committee meeting by the member or officer of whom the question was asked.
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The Chair will determine the order in which questions will be put and may group
together similar questions. Questions will be read out at the relevant meeting by the
Chair or Vice-Chair.
A question must relate to a matter for which the Joint Committee has responsibility.
A question may be rejected if it:i)
is illegal, improper, irregular, frivolous or offensive
ii)
will, if answered, disclose confidential or exempt information
iii)
relates to a matter or issue in respect of which a response has
already been given under any of the pension administering
Councils’ complaints procedures, or which is currently being
dealt with in accordance with other formal processes, such as
court or tribunal proceedings or which is the subject of
threatened court or tribunal proceedings by the person asking
the question or a person or group which they represent;
iv)
relates to a matter or issue of a purely personal concern to the
individual asking the question or their family members
v)
is lengthy or a speech
vi)
is an unintelligible question.
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LGPS Central Joint Committee
Friday 18 June 2021
Item 9: Practitioners’ Advisory Forum Update
1.

Purpose of the report

1.1

To update the Joint Committee on the work of the Practitioners’ Advisory Forum
and its constituent working groups.

2.

Recommendation

2.1

That the Practitioners’ Advisory Forum Report be noted.

3.

Background

3.1

The Practitioners’ Advisory Forum (PAF) is a working group of Section
151/Director of Pensions and Pensions Officers appointed by the Partner Funds
within the LGPS Central Pool (the Pool) to support the delivery of the objectives
of the Pool and to provide support for the Pool’s Joint Committee and
Shareholders’ Forum.

3.2

PAF has established four working groups to share pool related workload to
assist PAF. The working groups report to PAF and support Partner Fund
decision making, the working groups are:
•
•
•
•

Finance Working Group
Governance Group
Investment Working Group
Responsible Investment Working Group.

3.3

The Partner Funds have also established an Internal Audit working group which
provides a co-ordinated approach to enable the Joint Committee, individual
partner funds, and their respective external auditors to be satisfied on the
standards of control operating across the pool.

4.

Covid 19 response

4.1

Partner Fund pension teams are still working largely from home although
planning for working arrangements post the lifting of Covid 19 restrictions,
scheduled for 21 June, is ongoing.

4.2

As reported to the last Joint Committee meeting, PAF meetings have continued
to their usual schedule albeit all held virtually.
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4.3

The company is supporting its staff to return to the office, in a Covid safe way.
The company has continued to host twice weekly calls open to all Partner
Funds which have provided a helpful source of engagement during lock down.

5.

PAF Activity

5.1

Since the last report to Joint Committee in November 2020, in addition to
receiving updates and recommendations from the four working groups (the
reports of the four PAF working groups are included in Appendix 1) the main
activity and achievements of PAF have been:-

5.2

•

Supporting and guiding discussions in conjunction with the Company
leading up to unanimous approval of the Company’s Business Plan and
Budget for 2021-22 at the company meeting held in February 2021.

•

Reviewing and updating PAF terms of reference and PAF working group
arrangements (attached for information at Appendix 2). The changes made
seek to remove duplication between PAF and the working groups and allow
dedicated time to support Partner Fund’s role as Shareholder with one PAF
meeting per quarter having a shareholder focus.

•

Working with the Company to establish a collective master partnership
agreement under which all unlisted assets (private equity, infrastructure,
private debt) will be managed.

•

Reviewing recommendations from Investment Working Group (IWG)
regarding product launches and product development.

•

Monitoring Company delivery of key performance indicators and reviewing
Company outturn forecasts for 2020-21. (The Company presentation at
Item 11 will provide more information on client KPI delivery for Joint
Committee).

•

Working with the Company to agreed revised key performance indicators
for 2021-22 reflecting outcomes agreed in the approved Business Plan.

In the coming months PAF’s activity will include: • approving product launches (on advice from Investment Working Group).
• receiving updates from the Company on delivery of the 2021-22 Business
Plan including KPI performance.
• monitoring developing regulation and standards in relation to responsible
investment.
• monitoring the impact of any approved changes to transfer pricing
(described in the Finance Working Group report in Appendix 1) and
updating the cost savings model.
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6.

Cost Savings update

6.1

The Committee received an update on the forecast cost savings to 2033/34 at
its last meeting, which confirmed forecast savings were in line with business
plan assumptions.

6.2

Committee will recall that savings from investment pooling are affected by a
range of variables which impact like for like comparisons including: •
•
•
•

Changes in Partner Funds’ strategic asset allocations
Costs of transition
Outcome of procurements for externally managed pooled funds
The operating charges of LGPS Central Ltd

6.3

The next cost saving update is scheduled for later in 2021, this will enable the
impact of any changes to transfer pricing (referenced in the Finance Working
Group update in Appendix 1) and hence operating charges, to be assessed.

6.4

The outcome of the next update will be reported to the autumn meeting of the
Joint Committee.
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Finance Working Group (FWG)
1.

The main issue FWG has been working on with LGPS Central Ltd is to review
transfer pricing and to consider potential options for a revision of the level of markup applied in the cost-sharing model.

2.

LGPS Central Limited (the company) operates on a recharging basis through the
cost-sharing model. Where possible, these recharges are at cost, i.e. with no
mark-up payable by partner funds.

3.

However, under HMRC transfer pricing rules, a mark-up must be applied to the
amounts payable in respect of certain services. At present, those services are:
•
the management/monitoring of the ACS,
•
the management/monitoring of investments through partnerships, and
•
operator and governance costs, on the grounds that in a normal
commercial arrangement these costs would be recovered through
charges for investment products.

4.

The services to which the mark-up does not apply are:
•
discretionary, advisory, and execution-only services, and
•
product development.

5.

Since going live, the company has applied a mark-up consistent with the
assumptions made in the original pool savings model from 2017 and with
specialist advice received at the time.

6.

As the company’s cost base and scale has evolved, it is timely to review the price
mark up. A review has been commissioned with specialist external advice. A range
of options have been considered, with the impact on regulatory capital,
distributable profits and IAS 19 pension liability of the company also being
considered. A proposal will be put to the Shareholders’ Forum in due course.
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Governance Working Group
1.

The Governance Working Group was established to replace the former Client
Oversight and Governance group (COGG). The change was made in recognition
of the potential for overlap and duplication between COGG business and PAF.

2.

The Governance Working Group’s purposes, in summary, are to: •
•

•

support PAF in undertaking oversight of the governance arrangements of the
LGPS Central Investment Pool, ensuring these adhere to the government’s
pooling criteria and statutory guidance (e.g. Good Governance review)
review and advise on any updates necessary the LGPS Central Pool governing
documents (including but not limited to, Shareholders Agreement InterAuthority Agreement, Cost Sharing Agreement, Investment Management
Agreements)
ensure scheduled reviews of Terms of Reference for the Pool’s governing
bodies (Shareholders’ Forum, Joint Committee) are undertaken

3.

The group meets bi-monthly or as required. The group has held two meetings
since being established in March 2021. Main items of business have been to
review the outcomes of the Internal Audit Working Group’s review of Pool
governance, and a review of the pool risk register.

4.

The internal audit review of Pool governance arrangements was assessed as
Good (meaning there is a sound system of control in place which is designed to
address relevant risks, with controls being applied consistently). Three
recommendations were made, summarised below, along with proposed actions.
Recommendation
The Joint Committee Terms of
Reference (TOR) should be reviewed in
accordance with the review dates
agreed in the TOR itself.
The Pool should consider agreeing a
protocol for reporting incidents of
breach, fraud or ongoing investigation
within the Company which clearly
stipulates at what point Partner Funds
should be informed.
Consideration should be given by the
Pool to maintaining a log of training
completed and keeping a centralised
record of all officers and Members
attending. The Pool should also

Action
Terms of reference presented to June
2021 meeting of Joint Committee
The company will provide formal
breach reporting as a (quarterly)
standing agenda item to the
Governance working group
All partner funds have an obligation to
meet the requirements of the CIPFA
knowledge and skills framework.
However targeted training will be
provided to members of the
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Recommendation
consider completing a regular
evaluation (annual or six monthly) with
Members and officers to determine if
they feel training provided has added
value and to identify any areas where
they feel they require more information.
There should also be a formal process
for evaluating training to inform future
training provision.

Action
Shareholders’ Forum and Joint
Committee.
PFSO will keep a log of this training
and will look to extend the log to
capture member attendance at
continuous professional development
type events (e.g. Annual Stakeholder
Day).

5.

In the coming months the Governance Group will review the Pool’s governing
documents (Shareholders Agreement, Inter-Authority Agreement) to flag any
administrative changes required e.g. to reflect current regulations, changes to
terms of reference, changes to roles etc.

6.

Any substantive changes flagged as necessary following this review will be
brought to PAF for further discussion with Partner Funds and the company as
appropriate.
Risk Register

7.

The group’s work on the pool risk register is the subject of a separate report on
this Agenda at item 10.
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Investment Working Group (IWG)
1.

The Investment Working Group (IWG) has continued to meet virtually over the last
six months. Attendance and engagement from Officers of all 8 Partner Funds and
LGPS Central Limited (LGPSC) has been consistently high albeit dependent on
the Agenda and other items for discussion and development.

2.

The quarterly meeting cycle, with a change in focus each month, continues to work
well.
•
Month 1 (Jan, Apr, Jul, Oct) – Product Development
•
Month 2 (Feb, May, Aug, Nov) – Policy & Performance Monitoring
•
Month 3 (Mar, Jun, Sep, Dec) – Strategy and New Products

3.

As well as standing agenda items, IWG meetings have begun to incorporate adhoc reviews of investment processes at the LGPS Central Limited e.g. Securities
Lending. This not only provides training opportunities but also affords opportunity
to ask detailed questions, to ensure officers have better oversight and are assured
of the robustness of the Company’s investment processes.

4.

Any matters which need to be considered outside of the quarterly cycle, are
typically accommodated at the next IWG, through the adopted urgent decisions
processes, to enable efficient decisions and actions and prevent unnecessarily
impact.

5.

Following on from the second Strategic Asset Allocation (SAA) Day in October
2020, where the Partner Funds discussed their individual SAA and Investment
Strategies (IS) to provide the Company with Partner Funds’ collective priorities and
a line of sight for product development in 2021/22 and 2022/23, work on product
development has continued steadily. All agreed that the focus should be on
launching the right product, that suits the strategic and investment needs of the
Partner Funds, both as clients and investors, as opposed to simply launching
products at speed.

6.

The following table illustrates the products that were in progress at the time of the
last Joint Committee in November 2020, and provides an update on the current
position, indicating the next step in the process.

Page 27 of 86

Appendix 1
Report of PAF Working Groups

2019/20 and 2020/21
Products
Global Factor Based
Equity
Emerging Market Debt
Global Multi Asset Credit
Infrastructure
Private Equity (2020
Vintage)
Direct Property

November 2020

June 2021

FCA approval

LAUNCHED

Transition planning phase
Manager appointment
FCA notification
Fund launch

LAUNCHED
LAUNCHED
LAUNCHED
Approval of revised
Investment Case for 2021
Vintage
Manager Procurement
pending

Product Development

7.

It is extremely pleasing that of the six products listed, four have now been
launched. The amount of work involved in any product launch, and subsequent
asset transition, for both Partner Funds and the Company should not be
underestimated. The success of launching four funds in six months is testament to
the commitment of all involved in the LGPS Central pool.

8.

The two remaining products, which had to be delayed temporarily, given the
competing demands on resources, are being picked up once again, as part of the
2021/22 workplan. The following table illustrates the new products that are
currently in progress and indicates the next step in the process of their
development.
2020/21 and 2021/22 Products
Private Equity (2021 Vintage)
Direct Property
Global Sustainable Active Equities
Private Debt
Targeted Return
Indirect Property

9.

Next Step
(June 2021)
Investment Case Approval
Manager Procurement pending
Procurement process underway
LAUNCHED with first close of low risk
sleeve
Procurement process underway
Product Development

The products to be developed in 2022/23 will be collectively agreed by Partner
Funds at their next SAA Day in the Autumn of 2021. As most sub-funds, which
have targeted the higher levels of assets under management (AUM), have now
been launched, the focus will move to more concentrated sub-funds with a lower
overall potential AUM.
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10. Asset transitions into the Emerging Market Debt, Multi-Asset Credit and Global
Factor Based Equity Funds have all taken place during the reporting period. These
were all well managed and communications across all parties involved, aided
successful outcomes.
11. Two of the last six IWG meetings have focussed on Performance Monitoring.
Performance reports have been received from LGPS Central Limited on all live
sub-funds and products, together with reports from the underlying managers on
request. Officers attending IWG continue to challenge and ask searching
questions of the Company and the managers appointed to enable high level
assurance on the management, philosophy, and process of investment
management both at a sub-fund and at a manager level.
12. Alongside the company, IWG has held discussions with several of the appointed
managers, to better understand how their processes work and impact performance
in different market conditions. Further ‘manager days’ are being arranged for the
Managers appointed to the Global Active Equity Multi-manager sub-fund and other
actively managed sub-funds, where any concerns over performance have been
expressed.
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Responsible Investment Working Group (RIWG)
1.

The RI working group meets on a quarterly basis to discuss progress against the
Annual Stewardship Plan and the four pool engagement themes – climate change,
single-use plastics, technology and disruptive industries, and tax transparency and
fair payment. Targeted initiatives and engagement progress is discussed with
representatives of the pool’s engagement partner, EOS at Federated Hermes, and
shared through the quarterly stewardship reports available on the Company
website https://www.lgpscentral.co.uk/responsibleinvestment/

2.

The Group monitors developing regulation and standards, noting in particular the
recent DWP consultations and regulations targeting an increase in occupational
pension schemes production and disclosure of climate strategy in line with the
recommendations from the Task Force on Climate-related Financial Disclosures
(TCFD reporting), to include disclosure and monitoring of climate-related risk
metrics. Thus far in 2021 MHCLG has been considering the introduction of similar
regulations and guidance on how LGPS funds should develop and report their
climate change and responsible investment strategies, with formal consultation
expected over the summer and guidance to be developed with the support of the
LGPS Scheme Advisory Board’s Responsible Investment Advisory Group on
which LGPS Central’s Stewardship Manager represents the LGPS Central pool..

3.

Since the Joint Committee last met, the group has discussed
•
climate expectations of the finance and banking sector and the impact of
Covid-19 on engagement
•
human rights and common concerns in areas of conflict and reduced
transparency
•
the Pool Company’s 2021 Responsible Investment and Engagement business
plan with attention on developing climate risk tools and resourcing
•
the initiation of 2021 climate risk reporting for partner funds
•
enhanced climate reporting within performance monitoring for LGPS Central
investment product range; and
•
the opportunity of the Pool Company and partner funds to confirm a collective
position on Climate action and industry developments ahead of the 2021 UN
Climate Change Conference (COP26).

4.

The Pool’s third Responsible Investment day is provisionally scheduled to be held
in Autumn 2021. The pool’s first Annual Stewardship Report was published in May
2021 and Fund Officers continue to liaise with the LGPS Central Responsible
Investment and Engagement team on individual correspondence and campaigns
over a very busy proxy voting season.

Page 30 of 86

Appendix 2
PAF Terms of Reference (Updated March 2021)

Practitioners’ Advisory Forum
Terms of Reference
1.

Purpose

1.1 Practitioners Advisory Forum (PAF) is the collective group of senior officers
from each Partner Fund, who, through their own authority’s scheme of
delegation, have responsibility for the management and administration
(including investment matters) of their respective LGPS Funds.
1.2 As persons charged with the responsibility for their LGPS Funds, in the context
of LGPS Investment Pooling, they have three areas of responsibility:
a) Statutory responsibility to ensure the legal obligations imposed on LGPS
Funds are met, this includes the obligation to pool investments
b) Owner of the investment pooling company created to deliver investment
pooling and meet its Fund’s obligation to pool investments
c) Client/Customer of the investment pooling company contracted to deliver
and manage the pooled investment products
1.3 In the context of its three areas of responsibility, PAF as individual officers and
a collective group of senior officers have responsibility to provide support and
advice to their individual representatives who sit on the LGPS Central Joint
Committee and their Shareholder representatives.
1.4 PAF’s overriding objective is to guide, support and prioritise the focussed
delivery of investment pooling in response to the individual authority’s needs
and interests ensuring each achieves the statutory requirement to deliver
investment pooling as part of its investment strategy.
1.5 In delivering this objective, PAF will seek to manage conflicts, which have the
potential to impact the overriding aim. Conflicts may arise either between the
participating Authorities or between the Authorities (collectively) and LGPSC
Ltd (the Company), recognising that speaking with “one voice” will reduce the
duplication of costs and resources and maximise the benefits of scale.
1.6 PAF work will be supported by the Partner Fund Support Office (PFSO),
appointed collectively by the Authorities and which is directly accountable to
PAF. The role and purpose of the PFSO is to facilitate the work of PAF through
secretariat roles and to lead engagement.
1.7 PAF supports Partner Funds in their roles as Shareholders owning the
Company and as Commissioners of investment pooling services through LGPS
Central Ltd, the pool operator which performs a range of functions. PAF
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supports shareholder’s in consideration of reserved matters and Company
resolutions as presented.
2.

Roles and Functions
Role as Shareholder

2.1 To oversee, challenge and ensure the Company’s goals, ambitions and overall
performance achieve the objectives set out in its annual business plan
(including the budget), ensuring such business plan is fit for purpose in the
context of its customers, their needs and ambitions, including the creation and
delivery of products which meet those needs.
Role as Client/Customer
2.2 To receive investment services (under agreement) and to manage the
performance of that agreement under normal contract management processes.
Sensitivity: PROTECT
2.3 PAF’s key responsibilities for each are summarised below:
Shareholder Roles &
Responsibilities
Supporting shareholders with
decisions required under Shareholder
Agreement, at both a collective and
local Fund level, with provision of
information to support decision
making
Advising Shareholders’ Forum
meetings and briefings
Shareholder KPI development and
delivery
Company commercial sustainability
Company risks from a shareholder
perspective
Resourcing to advise on Strategic
Business Plan and budget setting and
ensuring sufficient to meet regulatory
requirements and client needs
Client satisfaction
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Client Roles & Responsibilities
Commissioners of investment pooling
services

Supporting and advising Joint
Committee
Client KPI development & Risk
management
Product development - Evaluation and
approval of pooled product business
cases
Monitoring investment performance
Compliance assurance - to include
AAF
Consideration of individual Funds’
Responsible Investment and Climate
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Shareholder Roles &
Responsibilities

Client Roles & Responsibilities

Strategies to deliver common goals
and objectives
Transition management approach facilitating optimal outcomes with LGPSC
Ltd
Assessment of investment costs & savings – Pool level and individual authority
Internal audit assurance
2.4 PAF provides a central resource for advice, assistance, guidance and support
for the Joint Committee and the Shareholders’ Forum and for the Authorities
working collaboratively with the Company to deliver investment pooling.
2.5 PAF will act as a conduit for communication back to the respective Authorities
and/or direct to the Company (LGPSC Ltd.) as appropriate on progressing
investment pooling.
3.

Membership and Chair of PAF

3.1 Each of the eight Partner Funds will be represented on PAF by their designated
senior Officer(s) in accordance with that individual authority’s scheme of
delegation. Each Authority may send up to 2 representatives to ensure
consistent representation. Additional Partner Fund officers may be invited to
attend in support of matters under consideration at meetings.
3.2 When it is not possible for a representative to attend PAF, an email detailing
their views on Agenda items they wish to be raised in the meeting should be
sent to the PFSO and the Chair of the meeting in advance of the meeting.
These views shall be presented by the Chair of the respective PAF meeting.
3.3 PAF may, from time to time invite officers from any Partner Fund to provide
specific advice or expertise as required (e.g. Legal or Financial). Such invited
officers do not have any decision-making responsibility, unless delegated to do
so by the relevant Authority.
3.4 The Company will be invited to attend PAF meetings for relevant business
items.
3.5 The Chair of PAF will be chosen from one of the Partner Fund Officers of PAF,
with the position of Chair rotating on a 6-monthly basis between Partner Funds
unless agreed otherwise by the constituent Authorities.
3.6 The Vice Chair of PAF will be the Officer expected to succeed the Chair on the
rotational basis from the Partner Funds.
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3.7 PAF will meet monthly, unless otherwise agreed. One PAF meeting each
quarter will include a focus on the Shareholder Role described above,
notwithstanding more frequent discussion in the normal course of PAF’s
workplan. The “hat” of responsibility will be clearly outlined in the meeting
agenda to provide clarity on which role senior officers are taking in the
consideration of matters to be determined or actioned.
4.

Meetings

4.1 Meetings will be held either in person at one of the eight Administering
Authority offices (as agreed) or virtually, with any cost of holding the meetings
shared amongst the Partner Funds.
4.2 The agenda for each PAF meeting is co-ordinated by the PFSO and agreed
with the Chair.
4.3 Agendas shall be issued, along with relevant papers, four working days before
the meeting.
5.

Working Groups

5.1 PAF may set up working groups and task & finish groups on either an interim or
permanent basis according to requirements
5.2 Working Groups shall report back into PAF following meetings of the working
group and recommendations for taking actions forwards. PAF may delegate
actions and some elements of decision making to be taken forwards by
individual working groups •
6.

Partner Fund Support Office

6.1 The Partner Fund Support Office (PFSO) will provide services to PAF to
facilitate progressing investment pooling, this can include project management
and finance support as well as administration and secretariat support. This
includes (but is not limited to):
a)
b)
c)

Coordinating dates, agendas and papers and attendance at meetings of
PAF in liaison with Partner Funds and LGPSC Ltd.
Coordinating dates, agendas, and papers, and attendance at meetings of
the Shareholders’ Forum.
Assist with coordinating the Joint Committee meetings, agendas, and
papers in conjunction with the Clerk to the Committee and in liaison with
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d)

7.

Partner Funds and LGPSC Ltd and PAF with LGPSC Ltd. and the clerk of
the Joint Committee.
Liaising between the Partner Funds, and on their collective behalf, with
LGPS Central Ltd and other agencies when authorised to do so by the
Partner Funds.

Terms of Reference Review

7.1 These Terms of Reference will be reviewed annually. The next review is due in
February 2022.
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LGPS Central Joint Committee
Friday 18 June 2021
Item 10 Practitioners’ Advisory Forum - Pool Risk Register
1.

Purpose of the report

1.1 This report continues the series of updates to the Committee on the LGPS
Central Investment Pool risk register, developed in collaboration with LGPSC Ltd
(the Company) and the Practitioners Advisory Forum (PAF) to assist with
monitoring the risks associated with Investment Pooling and its implementation.
2.

Recommendation

2.1 It is recommended that the Investment Pool Risk Register Report be noted.
3.

Background

3.1 The Pool Risk Register reflects the risks as assessed by PAF, in conjunction with
the Company, to the Investment Pool in its widest definition. It should not be
seen as a reflection of the risk assessment of either the Company or individual
Partner Funds, although there are inevitably some areas of common ground.
3.2 The Risk Register continues to be monitored on an ongoing basis by the
Company and PAF, with updates being presented to Joint Committee to provide
assurance and good governance over the risks around investment pooling.
3.3 The Pool Risk Register captures key risks surrounding investment pooling that
could impact across all parties in the LGPS Central Pool. It shows how these
risks are being managed or mitigated. Some high risks will remain due to
external factors which the Pool may not be able to mitigate or manage.
4.

Risk Register Structure

4.1 The risks covered by the risk register have been divided into eight categories to
identify the types of risk that the investment pool might face as it moves forward.
The risks have therefore been categorised as (in no particular order):
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Risk
Resources
Regulatory
Environment
Political
Reputational
External and Third
Party
Strategic
Investment

Operational and
Financial
Covid19

Description
Includes recruitment and retention at both LGPSC Ltd
but also Partner Funds as well as budgetary constraints
Recognises the regulatory arena in which both the
pension funds and the company operate
Encompasses both changing attitudes to investment
pooling but also the wider political environment
Risks around negative press coverage around what is a
major change management project, but also challenges
around ESG risks
Recognises reliance placed on external providers and
concentration of suppliers in some areas
Risks of divergence from strategic objectives of
delivering investment pooling including delays to
product development and transition of assets
Recognising that investments have inherent risks and
returns can fluctuate, liability valuations change over
time impacting partner fund asset allocation which in
turn may change products required from LGPSC.
Encompass cyber security, budget management and
day to day operational management
Introduced as a new risk separate risk category in June
and recognises the impact that Covid19 can have on
the implementation of pooling both from a company and
Partner Fund perspective

4.2 The magnitude of risks within the register are assessed against the two factors:
• Likelihood – the probability that a risk will materialise
• Impact
– the consequences if the risk were to materialise
4.3 These are scored on a matrix, which indicates overall levels of risk as follows:
High risk (red)

Medium risk
(amber)
Low risk
(green)

Need for early action / intervention where feasible, although
recognise that there are some high risks that have to be
accepted as they arise due to external forces which cannot
be controlled
Action is required in the near future
Willing to accept this level of risk or requires action to
improve over the longer term
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5.

Risk Register Update

5.1 The risk register has recently been reviewed and updated to reflect any changes
to risk levels.
5.2 The Appendix to this report provides a high-level summary of the latest risk
assessment for each of the nine key risks, as at June 2021 and shows the
assessment trend over the last twelve months. Committee will note that the
Appendix shows the risk assessment pre and post control measures.
5.3 The Appendix also includes commentary explaining any changes in the level of
risk assessed. Since the last report to Committee four post control risk ratings
have changed, one (Regulatory risk) increasing and three (procurement & third
party; strategic and Covid 19 reducing) further commentary on the reasons for
the changed ratings is shown in the Appendix.
5.4 Political Risk has an unchanged high rating, continuing to reflect that there are a
lot of factors that are and likely to continue to be outside the control of the
investment pool as a whole for example longer term impacts from Brexit or
Covid19. The remainder of the risks have been assessed as medium or low risk.
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APPENDIX

High-level risk assessment as at June 2021
June 2020

October 2020

June 2021

Risk

PreControl

PostControl

PreControl

PostControl

PreControl

PostControl

Resource

High

Medium

High

Medium

High

Medium

Regulatory

High

Medium

High

Medium

High

High

Political

High

High

High

High

High

High

Reputational

High

Medium

High

Medium

High

Medium

Procurement & Third
Party

High

Medium

High

Medium

High

Low

Strategic

High

High

High

High

High

Medium

Investment

High

Medium

High

Medium

High

Medium
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Commentary on changed risk rating

The primary driver of the change in Risk is the number of
new LGPS regulations and initiatives on the horizon that
will impact Partner Funds’ capacity. LGPSC are comfortable
in meeting their regulatory obligations and any potential
regulatory changes

The primary driver of the reduction in risk is that LGPSC has
been operating for 3 years. Protocols and controls have
been developed and are working. This is also
demonstrated by the issuance of the independent
unqualified AAF report.
The primary driver for the reduction in risk is continued
progress with product development and fund launches.

June 2020

October 2020

June 2021

Risk

PreControl

PostControl

PreControl

PostControl

PreControl

PostControl

Financial &
Operational

High

Medium

High

Medium

High

Medium

Covid 19 Impact

Medium

Low

Medium

Low

High
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Low

Commentary on changed risk rating

The pre control risk was increased reflecting the potential
impact on pension funds of the wider economic impact of
the pandemic
The post control risk is low as staff have been working from
home for over 12 months with no adverse impact on
service delivery.
Additionally, the vaccination programme is progressing.
The position continues to be monitored closely and further
Government announcements are expected on 21 June

THIS PAGE IS INTENTIONALLY LEFT BLANK
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JOINT COMMITTEE MEETING
LGPS Central Ltd Update
June 18th 2021

Joanne Segars

Gordon Ross
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Ian Brown

Patrick O’Hara

Mike Weston

Classified as Internal
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• Looking ahead
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Introduction

Joanne Segars
Chair
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LGPS Central Company Update
FUNDS, PHILOSOPHY & PEOPLE

•
•

Responsible investment at the
heart of everything we do

Our
Funds…

Meetings underway to develop new
Responsible Investment and
Engagement reporting tools

•

Continued support to Partner Funds
with Climate Stewardship Plans
and Pool-wide Climate Strategies

•

Product Development a priority
with a further 4 funds to be launched
over 2021:
•
•
•
•

•

•

•

Our
Philosophy…

Our
People…

Private Equity
Targeted Return
Sustainable Equity
Property

Source: LGPS Central, all figures as at 31 March 2021
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1/4 actively managed public market
funds ahead of target since inception
5/10 individual managers ahead of
target

4/4 actively managed public market
funds ahead of benchmark since
inception
•

8/10 individual managers ahead of
benchmark

•

c. £22.2bn assets under stewardship

•

The team continues to grow with
dedicated staff to meet the needs of
all our Partner Funds

•

Working in partnership with our
shareholders to drive the success of
LGPS Central

Classified as Internal

LGPS Central Company Update
PROGRESS UPDATE

COVID-19 – LGPS Central Continued to operate strongly:
•
•

12 new joiners over 2020/21, growing and investing in our team to meet the needs of all our Partner Funds
Key external suppliers continued to provide good service

Fund Launches:
•

Launched three funds over 2021 to date
•
•
•

•

Passive Global Multi Factor Fund
Global Active Multi Asset Credit Multi Manager Fund
Infrastructure (Private Markets)

On track to deliver five further funds over H2 2021
•
•
•
•

Private Equity
Property
Global Sustainable Equity
Targeted Return

Approaching “Business as Usual”:
•
•

Established three years ago and moving away from “start-up” status
Facilitating asset transitions into the pool’s existing products and focusing on delivering high quality asset
management services
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LGPS Central Company Update
STRONG GOVERNANCE AND SUCCESSFUL RECRUITMENT

AAF Report
(Audit & Assurance Faculty)

Recruitment
Recruitment efforts are focused
on delivering the new 2021/22
roles and replacing departures:

Report completed with the majority of controls in
operation for the full 12 months of 2020

• Currently two replacement
roles in progress

Unqualified report as was the report for the first
three months of 2021

• Looking to Strengthen
Operations team
10 Exceptions noted with no client detriment (not
an unusual number for an organisation such as
LGPSC) and remediation measures already
implemented

• Two additional team
members for RI&E following
the recent appointment of
Patrick O’Hara as Director of
Responsible Investment &
Engagement in 2020

LGPS Central is still the only Pool Company to have
completed an AAF Type 2 report for its Clients
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Investment Performance
Summary
Gordon Ross
Chief Investment Officer
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Summary of LGPS Central Fund Performance:
SINCE INCEPTION PERFORMANCE DATA TO 31.03.21

Fund

Inception
Date

Outperformance
Target

Fund

Benchmark

Relative to B/M

Relative to Perf
Obj.

Tracking Error

UK Equity (Passive)

04/04/2018

Benchmark

3.16%

3.32%

-0.16%

-

0.15%

Global Equity (Passive)

03/04/2018

Benchmark

11.46%

11.44%1

0.02%

-

0.10%

Global Dividend Growth (Passive)

03/04/2018

Benchmark

10.34%

10.23%1

0.11%

-

0.34%2

Multi-Factor Fund (Passive)

21/01/2021

Benchmark

2.34%

2.40%

-0.06%

-

0.12%

Climate Fund (Passive)

24/10/2019

Benchmark

12.92%

12.71%

0.21%

-

0.13%

Global Equity MM Fund (Active)

12/03/2019

Plus 1.5%

16.28%

15.28%

1.00%

-0.50%

-

EM Equity MM Fund (Active)

19/07/2019

Plus 2.0%

9.01%

8.43%

0.58%

-1.42%

-

Corporate Bonds MM Fund (Active)

23/03/2020

Plus 0.8%

14.76%

13.09%

1.67%

0.87%

-

EM FI MM (Active)

17/12/2020

Plus 1.0%

-4.16%

-4.26%

0.10%

-0.18%

-

Private Equity - 2018 Primary

09/05/2019

All World + 4%

34.70%

25.70%

9.00%

5.00%

-

Private Equity - 2018 Co-Investment

24/04/2019

All World + 4%

52.80%

21.40%

31.40%

27.40%

-

Annualised performance. Where Inception Date less than 1-year, absolute performance shown.
Private Equity performance shown to 31 December 2020.
1 Benchmark (Net Tax)
2 Tracking error of 0.34%, high due to the month end rebalance and a stock split reflecting incorrectly in the Bloomberg data. This corrected the next day and the tracking error was back down to an
expected level of 0.08%.
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Passive Funds
Update
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UK Passive Equity Fund:

£1,085m
Under
Management

COMMENTARY AND PERFORMANCE OVERVIEW:

•

•
•

Fund offers low cost, diversified exposure to UK equity
market
Aims to track performance of FTSE All Share

Fund Performance
Performance (%)

2 Investors

Since Inception*

1 Year

Quarter to Date

Fund

3.16

26.36

5.03

Benchmark

3.32

26.71

5.19

Difference

-0.16

-0.35

-0.16

Source: Northern Trust as at 31 March 2021. Returns in GBP, net of all fees
* Inception Date: 3/4/18. Periods in excess of 1 year show annualised performance

Stocks weighted based on their total market
capitalization

Quarterly Aggregated Fund Performance

•

Fund fully replicates benchmark weights of large & mid
cap stocks

120
110
100
90

•

Small cap stocks represented by exchange traded fund

80
70

•

Fund performance within target tracking range
Fund

•

Largest holding is Unilever at 4.5% of Fund

Source: Northern Trust as at 31 March 2021
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Benchmark
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Global (Ex.UK) Passive Equity Fund:
COMMENTARY AND PERFORMANCE OVERVIEW:

•

•

Fund provides structured, diversified exposure to Global
equity market at low cost
Fund tracks a custom benchmark comprising of following four
regions
o
o
o
o

FTSE AW North America 33.33%
FTSE AW Japan 16.67%
FTSE World Europe ex UK 33.33%
FTSE AW Pacific ex Japan 16.67%

£2,545m
Under
Management
Fund Performance

2 Investors

Since
Inception*

Since 30/4/18

1 Year

Quarter to Date

Fund

11.46

10.27

38.03

3.06

Benchmark

11.71

10.46

38.20

3.07

Difference

-0.25

-0.19

-0.17

-0.01

Benchmark Net Tax

11.44

10.20

-

-

Difference Net Tax

0.02

0.07

-

-

Performance (%)

Source: Northern Trust as at 31 March 2021. Returns in GBP, net of all fees
* Inception Date: 3/4/18. Periods in excess of 1 year show annualised performance

Quarterly Aggregated Fund Performance

•

Benchmark rebalanced back to target weight quarterly

•

Stocks weighted based on their total market capitalization

•

Fund performance within target tracking range

150
140
130
120
110
100
90
80

Fund
Source: Northern Trust as at 31 March 2021

•

Largest holding is currently Apple at 1.8% of Fund
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Benchmark
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Global Equity Dividend Growth Fund:

£557m
Under
Management

COMMENTARY AND PERFORMANCE OVERVIEW:

•

•

•

Fund made up of global blue chip companies that have
increased annual dividend consecutively for between 7
and 25 years
Offers investors the opportunity to benefit from rising
income payments
Custom benchmark comprises following three regions

1 Investor

Fund Performance
Since Inception*
%

Since
30/04/2018
%

1 Year
%

Quarter to Date
%

Fund

10.34

9.56

28.41

4.15

Benchmark

10.64

9.77

27.95

4.07

Difference

-0.30

-0.21

0.46

0.08

Benchmark Net Tax

10.23

9.36

-

-

Difference Net Tax

0.11

0.20

-

-

Performance
(%)

Source: Northern Trust as at 31 March 2021. Returns in GBP, net of all fees
* Inception Date: 3/4/18. Periods in excess of 1 year show annualised performance

o S&P 500 US Dividend Aristocrats 40%
o S&P Europe 350 Dividend Aristocrats 30%
o S&P Pan Asia Dividend Aristocrats 30%

Quarterly Aggregated Fund Performance

•

Benchmark rebalanced back to target weight quarterly

•

Performance is within tracking error range

140
130
120
110
100
90
80

Fund
Source: Northern Trust as at 31 March 2021
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Benchmark
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All World Equity Climate Multi Factor Fund:
COMMENTARY AND PERFORMANCE OVERVIEW:

£3,248m
Under
Management
3 Investors

Fund Performance
•

Fund launched on 24 October 2019

•

Enables Partner Funds to manage the risks associated with
climate change and take advantage of investment opportunities
offered by cleaner energy

•

Fund designed to track performance of FTSE AW Climate
Balanced Comprehensive Factor index

•

Fund performance within target tracking range

Performance
(%)

Since Inception*
%

1 Year
%

Quarter to Date
%

Fund

12.92

34.69

3.14

Benchmark

12.71

34.45

3.07

Difference

0.21

0.24

0.07

FTSE All World

14.57

38.90

3.58

Source: Northern Trust as at 31 March 2021. Returns in GBP, net of all fees
* Inception Date: 24/10/19. Periods in excess of 1 year show annualised performance

Quarterly Aggregated Fund Performance
130
120

•

Index increases weight of companies that have highest exposure
to five style factors and three climate characteristics

110
100
90

•

80

Style – quality, value, momentum, low volatility and size

70
24.10.2019

•

Climate – fossil fuel reserves, carbon emissions and clean energy

31.12.2019

31.03.2020

30.06.2020

Fund
Source: Northern Trust as at 31 March 2021
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30.09.2020

Benchmark

31.12.2020

31.03.2021

Classified as Internal

All World Equity Climate Multi Factor Fund:
POSITIVE PERFORMANCE ON ALL CLIMATE CHARACTERISTICS

Climate Characteristics – as at 31 March 2021 versus FTSE All World

71% reduction

2651

2500
2000
1500
1000

775

500
0

FTSE All World

FTSE AW Climate
Balanced
Comprehensive

Proportion of total revenue %

Metric Tons per m$ Equity

3000

250
200
150

67

100
50
0

FTSE All World

FTSE AW Climate
Balanced
Comprehensive

Metric Tons/$m Revenue

Metric Tons/$m Revenue

74% reduction

256

•

Weighted Average Carbon Emissions
Intensity (WACI)
Measures a portfolio or index exposure
to carbon intensive companies. It
calculates the ratio of emissions to sales
for each company and then takes the
weighted average of these numbers.

•

Fossil Fuel Reserves
Shows the index exposure to levels of
fossil fuel reserves for companies within
the Climate Factor index vs. the cap
weighted benchmark.

•

Green Revenues
Shows the index exposure to companies
that are engaged in the transition to a
green economy by assessing the
revenue derived from green goods,
products and services.

6.00
3.48

FTSE All World

FTSE AW Climate
Balanced
Comprehensive

Weighted Average Carbon Emissions
Intensity
61% reduction

Carbon Emissions Intensity
300

7
6
5
4
3
2
1
0

Carbon Emissions Intensity
The sum of the investor’s share of
emissions divided by the investor’s
share of sales for each company in the
index.

72% increase

Green Revenues

Fossil Fuel Reserves

•

180
160
140
120
100
80
60
40
20
0

167

65

FTSE All World
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FTSE AW Climate
Balanced
Comprehensive

Classified as Internal

£128m
Under
Management

Global Multi Factor Fund:
COMMENTARY AND PERFORMANCE OVERVIEW:

1 Investor

Fund Performance
•

Fund launched in January 2021

•

Fund offers investors an alternative approach to gain
exposure to style factors

•

Performance
(%)

Fund designed to track Scientific Beta Global HFI
Multi-Beta Multi-Strategy Index (6 Factor 4 Strategy
EW)

Since Inception*
%

1 Year
%

Quarter to Date
%

Fund

2.34

-

2.34

Benchmark

2.40

-

2.40

Difference

-0.06

-

-0.06

FTSE All World

0.38

-

0.38

Source: Northern Trust as at 31 March 2021. Returns in GBP, net of all fees
* Inception Date: 21/01/21. Periods in excess of 1 year show annualised performance

Quarterly Aggregated Fund Performance
110

•

Fund performance within its target tracking range

•

Largest individual security holding is Walmart at 1.10%
of Fund

100
90
80
70

Fund
Source: Northern Trust as at 31 March 2021
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Active Equity
Funds
Update
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Global Equity Active Multi Manager Fund:

£2,866m
Under
Management

COMMENTARY AND PERFORMANCE OVERVIEW:

•
•

•

Multi-manager approach to smooth out return
profile, removing single manager volatility.
3 Managers blended together to deliver
excess returns of 1.5% p.a. above the FTSE
All World Index over a rolling 5-year period.
Fund added value (excess returns) above the
stock market by 1.0% since inception per
year, with each manager contributing.

•

Our conviction in “value” manager and their
style of investing contributed significantly to
performance over the last 12 months.

•

Remain confident in an economic recovery
which will continue to see cyclical stocks
perform well with pressures on high valuation
growth stocks.

6 Investors

Fund Performance
% return after LGPS Central Limited Management Fee

60.0
50.0
40.0
30.0
20.0
10.0
-

47.9

16.3 15.3 16.8
4.0 4.0 4.1

4.2 4.2 4.3

Apr-21

Mar-21
Fund

5.7 3.9 4.2
Q1 2021
Benchmark

1 Year
Target

Source: Northern Trust as at 31 March 2021. Returns in GBP/ Returns % post Fees
* Inception Date: 12/3/19. Returns since inception show annualised performance.

Managers’ Performance
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39.6 41.1

Since Inception*

Classified as Internal

Emerging Market Equity Active Multi Manager
Fund:
COMMENTARY AND FUND PERFORMANCE

•
•

3 Investors

Multi-manager approach to smooth out return
profile, removing single manager volatility.

Fund Performance
% return after LGPS Central Limited Management Fee

3 Managers blended to deliver excess returns of
2.0% p.a. above the FTSE Emerging Index over
a rolling 5-year period.

50.0
40.0
30.0
20.0
10.0
-10.0

41.1 40.8 42.8

0.9 2.2 2.4

Apr-21

•

£733m
Under
Management

Fund added value (excess returns) above the
stock market by 0.6% since inception per year
with two managers contributing.

9.0 8.4 10.4

1.6 1.9 2.4

0.5
-0.2 -0.1
Mar-21
Fund

Q1 2021
Benchmark

1 Year
Target

Source: Northern Trust as at 31 March 2021. Returns in GBP/ Returns % post Fees
* Inception Date: 19/7/19

Managers’ Performance

•

Remain confident that the underperforming
manger will start to deliver excess returns in the
future. Their “quality” focus provides downside
protection.

•

COVID-19 continues to cause concern in the
region as Vaccine rollout lags developed market
economies.
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Since Inception*
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Active Fixed
Income Funds
Update
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Global Active IG Corporate Bond Multi Manager
Fund:
COMMENTARY

£1,563m
Under
Management

Fund Performance
•

Fund launched in March 2020

•

Six Investors (Derbyshire, Leicestershire, Nottinghamshire,
Staffordshire, West Midlands and Worcestershire)

•

At least 80% of the Fund will be in Investment Grade
Corporate Bonds. Two external Investment Managers, Fidelity
and Neuberger Berman are employed to invest the assets of
the Fund.

•

Benchmark is the ICE BofAML Sterling Non-Gilt Index (exemerging market issues) 50% and the Ice BofAML Global
Corporate Index (ex-GBP and emerging market issues) 50%.

•

Target 0.80% above Benchmark

•

Fund performance has outperformed target since inception.
(May performance unaudited)

Source: Northern Trust. Returns in GBP, net of all fees
* Inception Date: 23/3/20.

Managers’ Performance
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6 Investors

Classified as Internal

Global Active Emerging Markets Bond Multi
Manager Fund:

£616m
Under
Management

THE FIRST QUARTER

•

Fund launched in December 2020

•

Four Investors (Cheshire, Leicestershire, Nottinghamshire,
and West Midlands)

•

At least 50% of the Fund will be in hard currency sovereign or
quasi-sovereign bonds issued by emerging market countries.
The Investment Managers may also invest up to 30% of the
Fund in local currency emerging market sovereign or quasisovereign bonds and up to a further 30% of the Fund in hard
currency emerging market corporate bonds.

Fund Performance

•

Two Managers, M&G and Amundi.

•

Benchmark is the JPMorgan EMBI Global Diversified Index,
hedged to GBP

•

Target 1.00% above Benchmark

•

May performance unaudited

Page 63 of 86

Source: Northern Trust. Returns in GBP, net of all fees.
* Inception Date: 18/12/20.

Managers’ Performance

4 Investors

Classified as Internal

Global Active Multi Asset Credit Manager:
NEWLY LAUNCHED FUND

•

Fund launched in April 2021

•

Too early to report meaningful investment performance numbers

•

£680m under management (end April 2021)

•

Four Investors (Cheshire, Leicestershire, Nottinghamshire, and West
Midlands)

•

The Fund may invest in global fixed and floating rate instruments in
markets including but not limited to Government, Investment Grade,
High Yield, Emerging Market Debt and Loans

•

Two Managers, Western Asset and BMO

•

Benchmark is 3-month GBP SONIA

•

Target 4.00% above Benchmark over a rolling three year period
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£680m
Under
Management

Classified as Internal

Active Funds under
Development
Global Sustainable Equities
Targeted Return
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Global Sustainable Equities:
DEVELOPING INVESTMENT PRODUCTS TO SUIT PARTNER FUNDS’ NEEDS

•

Innovative solution incorporating three
strategies (Broad, Thematic, Targeted) to
deliver our Partner Funds’ requirements.

•

Covers the full spectrum of sustainable
investing.

•

Manager search has commenced, (the 1st of 3
stages), designed with full input and
collaboration from our Partner Funds
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Targeted Return:
DEVELOPING INVESTMENT PRODUCTS TO SUIT PARTNER FUNDS’ NEEDS

•

Working in close collaboration with interested Partner Funds
and their Advisers during the inception stage

•

Agreed target is cash + 3 – 4% p.a. with a correlation of < 0.5
to equity markets

•

Significant diversification of strategies within the sub fund

•

Multiple sources of return, including some that do not depend
on market direction

•

Expected to produce a return stream that is different, and
smoother, than other assets held by Partner Funds

•

Continued close collaboration with Partner Funds during
manager procurement process
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Private Market
Funds
Update

Ian Brown
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Private Markets
Significant development in 2021
Actual and indicative commitments as at June 2021

Nov 2020

• Private Equity 2018
PE I

• Infrastructure

Infra

Debt

PE II

Total
£m

Total
%

Cheshire

22

50

-

50

122

7%

Leicestershire

10

25

60

30

125

7%

-

66

30

30

126

7%

West Midlands

200

-

600

225

1025

59%

Worcestershire

-

-

-

-

-

0%

Staffordshire

10

30

45

30

115

7%

Nottinghamshire

15

90

-

30

135

8%

-

50

30

-

80

5%

257

311

765

395

1728

100%

March 2021
Shropshire

June 2021

Q3 2021

• Private Debt

• Private Equity 2021

Derbyshire

Q4 2021

• Direct Property
• Indirect Property

Total

Source: LGPS Central Limited
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LGPS Central PE Partnership 2018
Encouraging, consistent progress

Co-Investment fund

1.40
1.20

2.00

30%

1.80

20%

1.60

0%

0.60

-10%

Net Multiple

0.80

-20%

0.40

0.00

•
•
•
•

40%

1.20
30%

1.00
0.80

20%

0.40

-40%

0.20

-50%

0.00

Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020 Q3 2020 Q4 2020
Net Multiple

50%

0.60

-30%

0.20

60%

1.40

10%

Net IRR

Net Multiple

1.00

40%

Net IRR

Primary fund

10%
0%
Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020 Q3 2020 Q4 2020

Net IRR

Net Multiple

Fund now two years old, fully committed, 38%
invested
Five managers, 49 underlying investments to date
Good diversification by country, sector and size
Well along the J-curve

•
•
•
•
•

Net IRR

Fully committed, fully invested
Five underlying investments
Very strong performance
First partial exit in May at ~4x MOIC
No management fee, no performance fee
Source: LGPS Central Limited
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LGPS Central PE Co-Investment Partnership 2018 LP
Strong performance delivering strong returns

Refinancing of
capital structure
Transporeon Financial Performance (y/e 31 December)

4,500

1200

120

1000

100

IVC Pro Forma Financial Performance (y/e 30 September)

4,000
3,500

1,000

80

600

60

400

EBITDA (€m)

1,500

800

Revenue (€m)

2,000

EBITDA (CAD $m)

2,500

1800

35

1600

30

Revenue (CAD $m)

3,000

40

40

20

500
0
2016

2017

Revenue

2018

2019

2020

EBITDA

0
2016

2017

2018

Revenue

2019

EBITDA

2020

1200
1000

20
800
15
10

200

0

25

1400

600

300

250

Pro Forma EBITDA (£m)

GFL Financial Performance (y/e 31 December)

~100%
capital
returned

~70% equity stake
sale

Pr Forma Revenue (£m)

Share sales
following end of
lock-up

400

150

100

50

5

200

0

0

0
FY2016

FY2017

FY2018

Pro Forma Revenue

FY2019

FY2020

LTM - 12/20

Pro Forma EBITDA
Source: LGPS Central Limited
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2021 Fund Launches
Flexibility to meet Partner Fund needs

Infrastructure

Private Debt

Value Add
Opportunistic

Core/Core Plus
Target: CPI+3.5%

Target: CPI+5%

Stable Return

Lower Return

Higher Return

Target: Gilts+2.25%

Target: 6-8%

Target: 12-14%

Actual and indicative commitments as at June 2021 (£m)

Actual and indicative commitments as at June 2021 (£m)

•
•
•
•

2021

2022

2023

2024

2025

311

216

246

196

246

Creation of several sleeves to accommodate different
risk and return requirements
Open ended fund to reflect long hold periods and to
allow AuM to build
Significant Partner Fund interest
First commitment made, several more to follow this
year

Indicative commitments
250

•
•
•
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270

245

Creation of several sleeves to accommodate different risk and
return requirements
Significant Partner Fund interest
First commitment imminent with a further 6-8 to follow

Classified as Internal

Responsible Investment
& Engagement
Patrick O’Hara
Director, Responsible Investment
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LGPS Central and RI&E
HOW LGPS CENTRAL TAKES RI&E INTO ACCOUNT
100% LGPSC
Funds achieved
RI Integrated
Status

RI

Selection

Internal

Integrated
Analysis

Stewardship

External

Manager
Selection

Engagement

IMA / Side
Letters

Direct /
Partnerships

Policy Driven

Industry
Participation

Co-filing

Manager
Monitoring
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Voting

Targeted voting
and engagement
strategies with
dedicated inhouse resources

Detailed Climate
Risk Reports for
all Partner
Funds

Classified as Internal

Does Engagement Work?...Yes!
RESPONSIBLE INVESTORS ARE TAKING THE LEAD

Engagement
works but it
can be a long
game

Disclosure is Key
Voting and Engagement
needs to be joined up

As an owner,
you have a
voice

Share the heavy lifting
Collaboration increases
impact

Corporations
Need
Responsible
Long-Term
investors

Small Investors can be
influential
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LGPS Central and Collaboration
LGPS CENTRAL’S PARTNERSHIPS
100% LGPSC
Funds achieved
RI Integrated
Stats

Targeted voting
and engagement
strategies
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Progress We Have Made…
SUPPORTING ALL OUR PARTNER FUNDS ON ALL ASPECTS OF ESG AND STEWARDHIP

•

•

•

Stewardship and transparency
•

In 2020 we engaged more than 1,000 companies and voted at ca. 2,900 meetings on ESG related matters

•

Strong collaborations; Climate Action 100+ and Institutional Investors Group on Climate Change (IIGCC)

•

Published our first Annual Stewardship Report, alongside Regular Stewardship Updates, voting statistics
and public consultation responses on our website (https://www.lgpscentral.co.uk/responsible-investment/)

Partner Fund Climate Risk Reports
•

Climate Risk Reports to all Partner Funds to understand and manage investment
portfolio climate risk

•

Public-facing TCFD reports and Climate Risk Strategies for Partner Funds

Grown our RI team
•

To comprise 4 people with 2 additional team members being added in 2021
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Actions for the Future

•

•

•

Climate Risk Monitoring & Action
•

Provide regular updates to Partner Fund Climate Risk Reports

•

Developing strategies for future collective Climate actions

RI Integrated Status
•

Continue to achieve Responsible Investment Integrated Status on all future fund launches,
including in Private Markets asset classes such as infrastructure and private debt

•

Embed Responsible Investment & Engagement into Advisory Mandates

New initiatives
•

Discussions on meaningful involvement in UN Climate Change
Conference COP26 in November 2021

•

Enhancements to climate risk monitoring service
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Key Performance
Indicators (Client Focus)
Mike Weston
Chief Executive
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Client Focused KPIs – Quarter to End March 2021
TWO THIRDS OF CLIENT KPI INDICATORS ARE “GREEN” STATUS
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Looking Forward
Facing the Future with Confidence
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LOOKING FORWARD
WHAT’S NEXT FOR LGPS CENTRAL?

Our Funds

Our Philosophy

Our People

•

Focus transitioning away from new product launches to continuing to deliver
efficient portfolio management

•

On track to reach break-even in 2025/26

•

Maintain 100% RI Integrated Status across all our investment products

•

Exploration of Net Zero alignments and prioritisation of engagement on offsetting and carbon pricing

•

Continued investment in our people with a focus on developing and retaining
the team that has been built

•

Strengthening the Responsible Investment & Engagement team to support
increased Partner Fund needs
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SUMMARY
PARTNERSHIP IS OUR PURPOSE

Strong relationship with
our Partner Funds

Continue to develop
LGPS Central’s Products
to meet Partner Fund’s
needs
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RI integration with
targeted engagement
throughout the life of
LGPSC’s products

Classified as Internal

DISCLAIMER:
LGPS Central Disclaimer
IMPORTANT INFORMATION
This document has been produced by LGPS Central Limited and is intended solely for information purposes. Any opinions, forecasts or estimates
herein constitute a judgement, as at the date of this report, that is subject to change without notice. It does not constitute an offer or an invitation by or
on behalf of LGPS Central Limited to any person to buy or sell any security. Any reference to past performance is not a guide to the future.
The information and analysis contained in this publication have been compiled or arrived at from sources believed to be reliable but LGPS Central
Limited does not make any representation as to their accuracy or completeness and does not accept any liability from loss arising from the use
thereof. The opinions and conclusions expressed in this document are solely those of the author.
This document may not be produced, either in whole or part, without the written permission of LGPS Central Limited.
Share Class and Benchmark performance displayed in GBP.
Performance is shown on a Net Asset Value (Nav) basis, with gross income reinvested where applicable.
All information is prepared as of 11th June 2021
This document is intended for PROFESSIONAL CLIENTS only.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority. Registered in England. Registered No: 10425159.
Registered Office: Mander House, Mander Centre, Wolverhampton, WV1 3NB
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“One Central
team, working
in partnership
to invest with
purpose and
deliver superior
returns”
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