STATEMENT OF INVESTMENT PRINCIPLES
Introduction
The Local Government Pension Scheme (LGPS) Regulations 2009 (Regulation 57 (1)(i)) requires
administering authorities to prepare, maintain and publish a written Statement recording the
investment policy of the pension fund. The purpose of this document is to satisfy that requirement.
There is now an additional requirement to state to what extent the administering authority has
complied with the Secretary of State's guidance in this area. The Secretary of State's Guidance is in
fact that provided by CIPFA called 'Investment Decision-Making and Disclosure in the Local
Government Pension Scheme; A Guide to the Application of the Myners Principles’. This SIP has
been produced in compliance with those guidelines.
Ealing Council has delegated the investment management of the scheme to the Pension Fund Panel
who, acting as trustees, decide on the investment policy most suitable to meet the liabilities of the
scheme. The ultimate responsibility for the investment strategy lies with them.
The Pension Fund Panel has obtained and considered written advice from the Director of Finance, its
investment consultants and actuary, and has consulted all contributing authorities and Trade Union
representatives.
This document outlines the broad investment principles governing the investment policy of the
pension fund and covers investment responsibilities; scheme liabilities; eligible assets; social,
environmental and ethical considerations; corporate governance and compliance.
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The principles outlined in this document were approved by the Pension Fund Panel in draft on the 4
September 2012. The policies in this statement will be reviewed annually or as a result of any
material policy change.
Investment Responsibilities
The Pension Fund Panel comprises seven Councillors, two non-voting Trade Union representatives
and one non-voting scheme employer representative, and is advised by the Executive Director of
Corporate Resources and Director of Finance and an Investment Consultant. The Panel is
responsible for setting investment policy, appointing persons to implement that policy and carrying out
regular reviews and monitoring of investment performance. The Panel meets quarterly.

The Fund currently has three investment managers who have responsibility for the day-to-day
management of the assets and the selection of individual investments subject to the investment
guidelines and restrictions agreed with the Pension Fund Panel. The custodians have responsibility
for the recording and safekeeping of the assets, the settlement of transactions as directed by the
relevant investment manager and some administrative matters. The investment consultant provides
advice to the Pension Fund Panel on strategic investment issues such as the long-term investment
strategy (in conjunction with the Fund Actuary) and the appointment of the investment managers for
the Fund. The Actuary provides advice on the financial position of the Fund and the nature and
extent of its liabilities.
Liabilities
The Pension Fund is a defined benefit scheme, which provided benefits related to final salary prior to
st
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1 April 2014, and now has become a career averaged earnings from 1 April 2014 onwards. Each
member’s main benefits are specified in terms of a formula based on salary and service and are
unaffected by the investment return achieved on the assets. There are some discretionary benefits,
which can be agreed by the Council but these additional benefits will be considered in the light of the
overall level of funding in the scheme. Full scheme benefit details are set out in the LGPS
regulations.
Ealing Council and the other contributing authorities are responsible for meeting the balance of costs
necessary to finance the benefits payable from the Scheme. This impacts on the Council’s revenue
budget (and therefore the Council Tax payer). Employers’ contribution rates are determined every
three years based on the advice of the Scheme’s actuary and are subject to inter-valuation
monitoring. The last actuarial review was on 31 March 2013.

The Council is responsible for the investment return achieved on the Fund’s assets. The investment
objective is to maximise investment returns over the long term within specified risk tolerances.
Investment returns are defined as the overall rates of return (capital growth and income). The
Pension Fund Panel has decided that, given the financial circumstances of the Fund, it can afford to
take on some risk in the pursuit of incremental return. However, the Panel has decided that the risk
level should be such that the possibility of the funding level falling by 25% from the current level, over
the next five years, is small.
The Council seeks to diversify risk through having three investment managers. The investment policy
is to appoint expert investment managers with clear performance benchmarks and to place maximum
accountability for performance against those benchmarks on the investment manager. Ealing has
adopted an active specialist approach to investment management. The managers are paid on the
basis of a standard fee i.e. not performance related. The mandates for each manager are as follows:
Name of
Investment
Manager

Mandate Type

Target
Allocation
of Fund

Benchmark
Index

Tracking
Error band

Target Gross
outperforma
nce %pa
(rolling 3
years)

Lazard Asset
Management

UK Equities

37%

FTSE
All
Share (TR)

2% to 5.5%

2.0%pa

RCM

Global
Equities (inc
UK)

28%

See below

3.5% to 6%

2.0%pa

Royal London
Asset
Management

UK Corporate
Bonds

25%

ML Sterling
Non-Gilts
(TR)

Up to 3%

1.0%pa

Property
Investment

UK
Commercial
Property

10%

IPD
All
Balanced
Fund

N/A

0.5%pa

Total

100%

The benchmark index allocation within the global equities mandate is as follows:
Asset Class

Target
Allocation of
Mandate

Benchmark Index

UK Equities

9.1%

FTSE All Share (TR)

Europe ex UK Equities

31.8%

FTSE AW Developed Europe ex-UK
(TR)

North American Equities

31.8%

FTSE AW North America (TR)

Japanese Equities

10.9%

FTSE AW Japan (TR)

Asia Pacific ex Japan Equities

9.1%

FTSE AW Developed Asia Pacific ex
Japan (TR)

Emerging Markets Equities

7.3%

FTSE AW All Emerging (TR)

Total

100%

100%

The Panel review the suitability of the investment strategy on a regular basis, typically around the
triennial Actuarial Valuation. The Panel will be formally reviewing the strategy, with the assistance of
the Fund's investment consultants, following the valuation in 2013.

The individual managers’ current activity and transactions are reported quarterly to the Pension Fund
Panel who question and seek explanations from the investment consultant and investment managers
(when asked to attend Panel meetings) on their activities and performance. The investment
performance of the managers is calculated independently by the WM Company.
Eligible Assets
Investment managers are required to determine a suitable asset mix (real assets, fixed interest and
cash) for investment on behalf of the Pension Fund Panel having regard to the performance
benchmark and target and any investment restrictions determined by the Pension Fund Panel. All
investments are subject to the LGPS (Management and Investment of Funds Regulations 2009).
Acceptable Asset Classes are:
•

UK Equities

•

UK Fixed Interest

•

UK Index Linked Gilts

•

Overseas equities, major classes being:
−

North America

−

Japan

−

Europe

−

Far East/Pacific Rim

−

Other Emerging Markets

•

Global Bonds

•

Overseas Index Linked Stock

•

Managed and Unitised Funds

•

Real Estate

There are some Investment Restrictions:
•

Stock lending is not permitted without the prior consent of the Director of
Corporate Finance.

•

Underwriting requires specific written approval.

•

Physical assets (such as gold or any other commodity) are not permitted without
specific written approval.

•

Borrowing money on behalf of the Fund is not permitted except where necessary
for transaction settlements.

Social, Environmental and Ethical Considerations
The Fund Managers invest on an index aware basis and as such the Council does not screen off/in
either positively or negatively companies in which the Pension Fund invests. However the Council
believes in the benefit of dialogue and engagement with companies within which they invest as a
means of enhancing shareholder value. To this end the Council joined the Local Authority Pension
Fund Forum (LAPFF) a collaboration of over 52 Local Authority Pension Schemes which exists to
promote the interest of the group and engage with companies to ensure that their views are taken
into account in the management of the affairs of the companies in which they collectively invest.
The Pension Fund Panel, acting as trustee, has a duty of care to Fund beneficiaries when investing
pension scheme assets. It is the Council’s view that it is important to place priority on enhancing
shareholder value because of the wider impact on both the Council Tax payer and potentially on

employees by restricting the level of benefits. Thus while the Council expects its investment
managers to take account of socially responsible investment issues, the financial interest of Fund
stakeholders should remain paramount.
The Panel require the Fund’s Investment Managers to have a formal policy on how they take social
and environmental issues into account when investing on behalf of the Fund. The Panel will review
these policies from time to time and will, where it is deemed necessary, engage the Investment
Manager in discussion on these policies. It will, however, be made clear to the Investment Managers
that any decisions by the Investment Managers should be in the best long term financial interest of
the Fund and its stakeholders.
Corporate Governance
The Council wishes to be an active shareholder and exercise its voting rights to promote and support
good corporate governance principles in particular with regard to management and reporting. In
practice, investment managers have delegated authority to exercise the Funds’ voting rights in this
respect, subject to the Council’s prerogative to give specific instructions to the investment managers
to vote in accordance with Council’s voting policies.
The Council’s voting policies reflect these main concerns:
•

To protect its rights as a shareholder.

•

To ensure that corporate governance standards are consistent with protecting
shareholder value.

•

To promote good corporate governance standards in order to enhance longer
term value.

•

To protect and promote the interests of the Council and its residents and
workforce.

Compliance
The Pension Fund Panel will monitor the Fund’s performance both overall and at individual manager
level.
The Director of Finance will monitor the managers’ investment day-to day transactions and
administration on behalf of the Pension Fund Panel.

The Government’s response to the ‘Review of Institutional Investment in the UK’ undertaken by Paul
Myners and published in 2001 has led to a proposed voluntary code ‘Best Practice’. The LGPS
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(Management and Investment of Funds) (Amendment) Regulations 2002 issued on 9 August 2002,
requires administering authorities to prepare and publish a revised SIP setting out the extent to which
they comply with the ten investment principles contained in the Chartered Institute of Public Finance
and Accounting (CIPFA) document, ‘Principles for Investment Decision Making in the Local
Government Pension Scheme in the UK’.
In 2008 the NAPF were charged with reviewing the extent to which trustees were applying the Myners
recommendations and whether scheme governance had improved and any gaps needed to be
addressed. Following this review the Myners Principles were revised with the introduction of six new,
less prescriptive, principles.
The position in relation to the six principles has been evaluated and the current position is set out in
the section Compliance with Myners Principles.

