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BEDFORDSHIRE PENSION FUND 
INVESTMENT STRATEGY STATEMENT 

 

1. INTRODUCTION 
 

1.1 Fund Details 
 

1.1.1 This is the Investment Strategy Statement (“ISS”) of the [Bedfordshire] Pension Fund (“the Fund”), which is administered by Bedford Borough 
Council, (“the Administering Authority”). The ISS is made in accordance with Regulation 7 of the Local Government Pension Fund 
(Management and Investment of Funds) Regulations 2016. 

 

1.1.2 The ISS has been prepared by the Fund’s Pension Committee (“the Committee”) having taken advice from the Fund’s investment adviser, 
Hymans Robertson LLP. The Committee acts on the delegated authority of the Administering Authority. 

 
1.1.3 The ISS, which was approved by the Committee on 6 March 2018, is subject to periodic review at least every three years and without delay 

after any significant change in investment policy. The Committee has consulted on the contents of the Fund’s investment strategy with such 
persons it considers appropriate. 

 

1.1.4 The Committee seeks to invest in accordance with the ISS, any Fund money that is not needed immediately to make payments from the  
Fund. The ISS should be read in conjunction with the Fund’s Funding Strategy Statement (dated March 2017) 

 
1.1.5 Administration of the Fund is the responsibility of the Borough Council, which also has overall responsibility for the investment of the Fund’s 

assets. Day to day administration of the Fund is delegated to the Assistant Chief Executive - Enabling Services (the Fund Administrator) 
supported by the Council’s Pension Fund Panel (the Panel). 

 

1.16 The Fund has chosen to opt up and be classified as professional clients under Markets in Financial Instruments Directive II. 

 
2. INVESTMENT STRATEGY 

 
2.1 The suitability of particular investments and types of investments 

 
2.1.1 The primary objective of the Fund is to provide pension and lump sum benefits for members on their retirement and/or benefits on death, 

before or after retirement, for their dependents, on a defined benefits basis. This funding position will be reviewed at each triennial actuarial 
valuation, or more frequently as required. 

 
2.1.2 The Committee aims to fund the Fund in such a manner that, in normal market conditions, all accrued benefits are fully covered by the value 

of the Fund's assets and that an appropriate level of contributions is agreed by the employer to meet the cost of future benefits accruing. For 
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employee members, benefits will be based on service completed but will take account of future salary and/or inflation increases. 

2.1 .3 The Committee takes environmental, social or corporate governance (ESG) matters and stewardship seriously and each year it conducts a 
review of its policies in this area and its investment managers’ approach to ESG. 

 

2.1.4 The Committee has translated its objectives into a suitable strategic asset allocation benchmark for the Fund. This benchmark is consistent 
with the Committee’s views on the appropriate balance between generating a satisfactory long-term return on investments whilst taking 
account of market volatility and risk and the nature of the Fund’s liabilities. 

 

2.1.5 It is intended that the investment strategy will be reviewed at least every three years following actuarial valuations of the Fund. The  
approach that the Fund has taken to setting an appropriate investment strategy is as follows: 

 

 A modelling exercise was undertaken and tested against 5000 different future outcomes for investment returns, inflation and 
interest rates for a few broad asset allocation scenarios including the status quo. 

 

 The modelling shows that, for the whole Fund based on the current contribution strategy, there is around a 65% probability that 
the Fund will be 100% funded on a gilts plus 1.9% basis (i.e. the existing funding basis) based on a 20 year view. The  
modelling also indicates that the current investment strategy offers a reasonable balance between expected success and 
limiting the worst outcomes. 

 Other investment strategies were considered: more in equities increased the risk that volatility of the deficit would be too great 
and more in gilts didn’t provide a high enough probability of successful 100% funding in the 20 year period. 

 
2.1.6 This approach helps to ensure that the investment strategy takes due account of the maturity profile of the Fund (in terms of the relative 

proportions of liabilities in respect of pensioners, deferred and active members), together with the level of disclosed surplus or deficit (relative 
to the funding bases used). 

 

2.1.7 In addition, the Committee monitors the Fund’s investment strategy on an ongoing basis, focusing on factors including, but not limited to: 
 

 Suitability given the Fund’s level of funding and liability profile 

 The level of expected risk 

 Outlook for asset returns 
 

2.1.8 The Committee also monitors the Fund’s actual allocation on a regular basis to ensure it does not notably deviate from the target allocation. 
The strategic benchmark weights have ranges around them. If there is any rebalancing then the most underweight asset allocation area will 
be the recipient of that rebalancing (assuming it is investible) and this will be repeated on additional cash available for investing subject to 
market conditions providing for compelling reasons not to do so. 
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2.1.9 The Committee has the following long term assumptions (as at March 2017) about investment returns: 

Table 1: Asset Classes 

Asset class Expected return % Expected Volatility % 

Listed equities 5.6 18 

Private equity 6.8 29 

Property 3.7 14 

Absolute Return Bonds credit 3.6 10 

Gilts 1.3 10 

Diversified Growth Funds 4.5 12 

Cash 2.5 1 

 

2.2 Investment of money in a wide variety of investments - Asset classes 
 

2.2.1 The Fund may invest in quoted and unquoted securities of UK and overseas markets including equities and fixed interest and index linked 
bonds, cash, property and commodities either directly or through pooled funds. The Fund may also make use of contracts for differences and 
other derivatives either directly or in pooled funds investing in these products for the purpose of efficient portfolio management or to hedge 
specific risks. 

 
2.2.2 The Committee reviews the nature of Fund investments on a regular basis, with particular reference to suitability and diversification. The 

Committee seeks and considers written advice from a suitably qualified person in undertaking such a review. If, at any time, investment in a 
security or product not previously known to the Committee is proposed, appropriate advice is sought and considered to ensure its suitability 
and diversification for the Fund. 

 

2.2.3 The Fund’s target investment strategy is set out below.  The table also includes the maximum percentage of total Fund value that it will  
invest in these asset classes (as defined by the upper range levels). In line with the regulations, the authority’s investment strategy does not 
permit more than 5% of the total value of all investments of fund money to be invested in entities which are connected with that authority 
within the meaning of section 212 of the Local Government and Public Involvement in Health Act 2007(e). 
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Table 2: Fund Allocation 
 

Asset class Target Allocation % Allocation Range % 

UK Equities 10% 40%- 60% 

Global/Overseas Equities 40% 

UK Gilts 8%  
13%-23% Absolute Return Bonds 10% 

Absolute Return Multi Asset 20% 15%-25% 

Property 10% 5%-15% 

Private Equity 1% 0%-2% 

Cash/Opportunistic 1% Opportunistic 0%-2% 

Cash 0%-10% 

 

The strategic asset allocation permits up to 2% of Fund assets to be invested in ‘Opportunistic’ investments. Such investments are defined 
as follows: 

 Opportunities that are genuinely different from the Fund’s existing assets, and so would be expected to offer a diversifying source 
of returns; 

 Target relatively high levels of absolute return and so provide an opportunity to enhance the Fund’s overall returns with a 
commensurate level of increase in risk; 

 Specific opportunities that aim to take advantage of market fluctuations and/or market inefficiencies and thus scope for generating 
value; 

 May be illiquid in nature, with an expectation that loss of liquidity is a potential source of enhanced returns for the Fund. 
 

2.2.4 For each asset class the Fund has set a benchmark against which performance will be measured. 
 

Table 3: Fund Asset Class Benchmarks 
 

Asset class Benchmark % 

UK Equities 67% - FTSE All Share Index 
33% - FTSE 250 

Overseas Equities 37% - FTSE America 
25% - FTSE Developed Europe ex UK 
23% - MSCI Emerging Markets 
10% - FTSE Japan 

5% - FTSE Developed Pacific ex Japan 

Global Equities - Active MSCI All Country World Index 
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Global Equities - Passive 45% - FTSE RAFI Index 

55% - MSCI All Country World Net TR Index 

UK Gilts 42 % - FTSE A All Stocks Gilt Index 

58 % - FTSE A Index-Linked Index (all stocks) 

Absolute Return Bonds LIBID + 3% 

Absolute Return Multi Asset RPI +5% & 3 month LIBOR + 5% & 1 month LIBOR + 4% 

Private equity 10% 

Property AREF/IPD UK QPFI All Balanced Property Fund Index 

 
Key  

FTSE Financial Times/ Stock Exchange MSCI Morgan Stanley Capital International 
RPI Retail Price Index LIBOR London Interbank Offer Rate 
LIBID London Interbank Bid Rate RAFI Research Affiliates Fundamental Index® 
AREF Association of Real Estate Funds IPD Investment Property Databank Ltd 

 

2.2.5 At 31 March 2017, the expected return of this portfolio was 4.6% p.a. with an expected volatility of 10.8% p.a. This volatility includes an 
assumed diversification benefit. In the absence of this diversification, the expected volatility would have increased to 14.9 %p.a. 

 
2.2.6 The Fund’s overall performance benchmark is the weighted average of the asset allocation and the asset allocation performance index (see 

Table 4 below). The Committee currently considers that these benchmarks in aggregate are consistent with achieving the objectives in 2.1.1 
above. 

 
Table 4: Fund Benchmark 

 
Asset class Benchmark % 

UK Equities 6.7 % - FTSE All Share Index 
3.3 % - FTSE 250 

Overseas Equities 2.6 % - FTSE America 
1.9 % - FTSE Developed Europe ex UK 
1.8 % MSCI Emerging Markets 
0.8 % - FTSE Japan 

0.4 % - FTSE Developed Pacific ex Japan 

Global Equities - Active 6.0 % - MSCI All Country World Index RPI + 

Global Equities - Passive 11.5 % - FTSE RAFI Index 

15.0 % - MSCI All Country World Net TR Index 

UK Gilts 3.4 % - FTSE A All Stocks Gilt Index 

4.6 % - FTSE A Index-Linked Index (all stocks) 
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Asset class Benchmark % 

Absolute Return Bonds 10.0 % - LIBID + 3% 

Absolute Return Multi Asset 7.5 % - RPI +5% 

7.5 %  - 3 month LIBOR + 5% 

5.0 %  - 1 month LIBOR + 4% 

Private equity 1.0 % - 10% 

Property 10.0 % - AREF/IPD UK QPFI All Balanced Property Fund Index 

Cash 1.0% - 1 month LIBOR 

 
 

2.2.7 The above performance benchmark was determined following a review of the strategic asset allocation. 
 

2.2.8. The cost of carrying out the investment management function, which includes both the fees paid to the Investment Managers and the internal 
costs of the Borough Council, are benchmarked against annual data derived by the Ministry of Housing, Communities and Local Government 
(MHCLG) from the Pension Funds’ Accounts return competed for all Local Government Pension Scheme Funds (Form SF3). The Fund also 
uses CEM Benchmarking to compare against the global Pension Funds. 

 

2.3 Restrictions on investment 

 
2.3.1 The Local Government Pension Scheme (Management and Investment of Funds) Regulations 2016 have removed the previous restrictions 

that applied to the 2009 Regulations. The Fund has agreed a number of its own restrictions as set out in the table below. All other investment 
restrictions will be negotiated with fund managers or the Border to Coast Pension Partnership Pool (BCPP), subject to the Fund receiving 
appropriate investment and/or legal advice. 

 
Table 5: Investment Restrictions 

 

Type of investment Maximum investment 

by the Fund % of assets 

1. Contributions invested in any single partnership 5% 

2. Contributions invested in partnerships 30% 

3. Cash deposits 10% 

4. Investment with any single active manager strategy either directly or via the 

Border to Coast Pension Partnership pool 

15% 
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Type of investment Maximum investment 

by the Fund % of assets 

5. Total investment in illiquid assets[1] 30% 

[1] Private Equity, Infrastructure and Property Unit Trusts classified as illiquid. 

2.4 Managers 
 

2.4.1 The Committee has appointed a number of investment managers all of whom are authorised under the Financial Services and Markets Act 
2000 to undertake investment business. 

 

2.4.2 The Committee, after seeking appropriate investment advice, has agreed specific benchmarks with each manager so that, in aggregate, they 
are consistent with the overall asset allocation for the Fund. The Fund’s investment managers will hold a mix of investments which reflects 
their views relative to their respective benchmarks. Within each major market and asset class, the managers will maintain diversified 
portfolios through direct investment or pooled vehicles. The managers of the passive funds in which the Fund invests holds a mix of 
investments within each pooled fund that reflects that of their respective benchmark indices. 

 

2.5 The approach to risk, including the ways in which risks are to be measured and managed 
 

2.5.1 The Committee is aware that the Fund has a need to take risk (e.g. investing in growth assets) to help it achieve its funding objectives.  It  
has an active risk management programme in place that aims to help it identify the risks being taken and put in place processes to manage, 
measure, monitor and (where possible) mitigate the risks being taken. One of the Committee’s overarching beliefs is to only to take as much 
investment risk as is necessary. 

 
2.5.2 The principal risks affecting the Fund are set out below, we also discuss the Fund’s approach to managing these risks and the contingency 

plans that are in place: 

 
2.5.3 Funding risks 

 
 Financial mismatch – The risk that Fund assets fail to grow in line with the developing cost of meeting the liabilities. 

 Changing demographics –The risk that longevity improves and other demographic factors change, increasing the cost of Fund 
benefits. 

 Systemic risk - The possibility of an interlinked and simultaneous failure of several asset classes and/or investment managers, 
possibly compounded by financial ‘contagion’, resulting in an increase in the cost of meeting the Fund’s liabilities. 

 
2.5.4 The Committee measures and manages financial mismatch in two ways. As indicated above, the Committee has set a strategic asset 

allocation benchmark for the Fund. This benchmark was set taking into account asset liability modelling which focused on probability of 
success and level of downside risk. The results from the 2016 analysis highlighted the Fund has 65% probability of achieving full funding 
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over a 20 year period. The Committee assesses risk relative to the strategic benchmark by monitoring the Fund’s asset allocation and 
investment returns relative to the benchmark. The Committee also assesses risk relative to liabilities by monitoring the delivery of 
benchmark returns relative to liabilities. 

 
2.5.5 The Committee also seeks to understand the assumptions used in any analysis and modelling so they can be compared to their own views 

and the level of risks associated with these assumptions to be assessed. 
 

2.5.6 The Committee uses passive investments where it does not believe that they can identify active management to add value, and it uses of 
fundamental (non market cap) indices to avoid index biases and manage overall style risk 

 
2.5.7 The Committee seeks to mitigate systemic risk through a diversified portfolio but it is not possible to make specific provision for all possible 

eventualities that may arise under this heading. 
 

2.5.8 Asset risks 

 Concentration - The risk that a significant allocation to any single asset category and its underperformance relative to 
expectation, would result in difficulties in achieving funding objectives. 

 Illiquidity - The risk that the Fund cannot meet its immediate liabilities because it has insufficient liquid assets. 

 Currency risk – The risk that the currency of the Fund’s assets underperforms relative to Sterling (i.e. the currency of the 
liabilities). 

 Environmental, social and governance – The risk that ESG related factors reduce the Fund’s ability to generate the long-term 
returns. 

 Manager underperformance - The failure by the fund managers to achieve the rate of investment return assumed in setting their 
mandates. 

 

2.5.9 The Committee measure and manage asset risks as follows. 

 The Fund’s strategic asset allocation benchmark invests in a diversified range of asset classes. The Committee has put in  
place rebalancing arrangements to ensure the Fund’s “actual allocation” does not deviate substantially from its target. The  
Fund invests in a range of investment mandates each of which has a defined objective, performance benchmark and manager 
process which, taken in aggregate, help reduce the Fund’s asset concentration risk. By investing across a range of assets, 
including liquid quoted equities and bonds, as well as property, the Committee has recognised the need for access to liquidity in 
the short term. 

 The Fund invests in a range of overseas markets which provides a diversified approach to currency markets; the Committee 
also assess the Fund’s currency risk during their risk analysis. Details of the Fund’s approach to managing ESG risks is set out 
later in this document. 

 The Committee has considered the risk of underperformance by any single investment manager and have attempted to reduce 
this risk by appointing more than one manager and having a large proportion of the Fund’s assets managed on a passive basis. 
The Committee assess the Fund’s managers’ performance on a regular basis, and will take steps, including potentially 
replacing one or more of their managers, if underperformance persists (Other factors include that the Committee believes that 

the Manager is not capable of achieving these performance objectives in the future; and/or; the Manager’s company status 
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changes or there are significant staff changes to their investment team). 
 

2.5.10 Other provider risk 

 Transition risk - The risk of incurring unexpected costs in relation to the transition of assets among managers. When carrying 
out significant transitions, the Committee seeks suitable professional advice. 

 Custody risk - The risk of losing economic rights to Fund assets, when held in custody or when being traded. 

 Credit default - The possibility of default of a counterparty in meeting its obligations. 

 Stock-lending – The possibility of default and loss of economic rights to Fund assets. 
2.5.11 The Committee monitors and manages risks in these areas through a process of regular scrutiny of its providers, and audit of the operations 

it conducts for the Fund, or has delegated such monitoring and management of risk to the appointed investment managers as appropriate 
(e.g. custody risk in relation to pooled funds). The Committee has the power to replace a provider should serious concerns exist. 

 

2.5.12 A separate schedule of risks that the Fund monitors is set out in the Fund’s Funding Strategy Statement. 
 

3 APPROACH TO POOLING INVESTMENTS 
 

3.1 Setting up of Pools 
 

3.1.1 The November 2015 Criteria set out in the Government’s guidance. 

a) Asset Pools that achieve the Benefits of Scale 

b) Strong Governance and Decision Making 

c) Reduced Costs and Excellent Value for Money 

d) An improved Capacity and Capability to invest in Infrastructure 

3.1.2 The core beliefs of the Border to Coast Pension Partnership (BCPP) are as follows: 

a) One Partner Fund, one vote for all participating funds from time to time regardless of Fund size. 

b) Asset allocation strategy remains a decision for each Partner Fund. This is necessary to enable Partner Funds to demonstrate that they 
are exercising their democratic and fiduciary duty. For practical reasons, the Parties will work together to establish a single Responsible 
Investor RI/ESG policy and a policy for the exercise of rights attaching to investments, based on best practice, with the intention that it 
will be adopted by each Partner Fund. The adoption of such a policy will be a matter for individual determination by each Partner Fund. 

c) The BCPP Pool’s role is to independently and professionally deliver Partner Funds asset allocation choices. It will make decisions 
relating to and monitor the investment managers (including employees of the BCPP Pool) who manage the administering authorities’ 
“fund money” with the aim of maximising the long-term net of fees investment returns attributable to each of the Parties. All Partner 
Funds accept that if savings are to be achieved, changes will be required through the rationalisation and standardisation of processes. 
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There will be clear segregation between duties undertaken by the Parties and duties undertaken by the BCPP Pool, including during the 
period after the BCPP Pool has been established but assets have not yet been transferred when staff secondment arrangements will be 
entered into for certain employees of the BCPP Pool. This will ensure both that the fiduciary duty and democratic responsibility of the 
Partner Funds can be maintained, whilst achieving the cost benefits and expanded professionalisation of the investment functions 
through scale. 

d) The BCPP Pool should have a strong corporate governance philosophy, focused on the delivery of long term value through active 
corporate engagement, the rationale being that this aligns directly with ensuring the Partner Funds exercise their fiduciary duty in the 
best interests of their members and employers. 

e) The Parties acknowledge that there may be occasions where the BCPP Pool is unable to implement all asset allocation strategy 
decisions made because it would not be cost effective to do so, but the Parties and the BCPP Pool will work together to avoid this 
situation. 

3.1.3 Bedfordshire Pension Fund (BPF) has confirmed their intention to join the Border to Coast Pension Partnership Pool (BCPP). This comprises 
of the following funds: 

 Bedfordshire Pension Fund 

 Cumbria Pension Fund 

 Durham Pension Fund 

 East Riding Pension Fund 

 Lincolnshire Pension Fund 

 North Yorkshire Pension Fund 

 Northumberland Pension Fund 

 South Yorkshire Pension Fund 

 South Yorkshire Passenger Transport Pension Fund 

 Surrey Pension Fund 

 Teesside Pension Fund 

 Tyne and Wear Pension Fund 

 Warwickshire Pension Fund 

 

3.1.4 On 15 July 2016 these Funds submitted their proposal to set up BCPP and the Minister has written to confirm he was content for BCPP to 
implement that proposal. 
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3.1.5 Key elements of how that proposal meets the Government’s Criteria are as follows: 

3.1.6 The BCPP collaboration has combined asset base of over £35.9 billion as at 31 March 2015. 

3.1.7 These BCPP shared beliefs show how it is meeting the strong governance and decision making criteria. 

3.1.8 BPF has long considered cost efficiency and Value for Money as very important and has argued for better transparency of costs within the 
LGPS. Even before it pools its assets it has delivered substantial reduction in costs which formed part of the BCPP submission. Reduction in 
costs that have already been achieved shows the purchasing power of a joint LGPS working. 

3.1.9 BCPP does offer a cost efficient solution in creating its FCA regulated investment vehicle that will deliver long term savings for all the BCPP 
Funds. 

3.1.10 These solutions will contribute to reduced costs and value for money throughout the BCPP Pool and meets the criteria as laid out by the 
Government. 

3.1.11 All asset allocation decisions are BPF’s Committee’s responsibility, including Infrastructure. BCPP will create capacity in this area but it is a 
BPF decision whether it meets its requirements for risk adjusted returns in its overall asset allocation. 

3.1.12 BPF states that it will notify the Scheme Advisory Board and the Secretary of State of any changes which result in failure to meet the criteria. 

3.1.13 In setting up the Pool, expert advice and reports were commissioned on behalf of, and assessed by all Funds in the Partnership: the costs of 
which during this setting up period will be shared between the founding member Authorities. 

3.1.14 BPF has previously determined that all asset allocation and investment decisions should be made primarily on a financial assessment of risk 
and return. Therefore, along with the majority of Funds in BCPP, it is not proposed that BPF makes an application to MHCLG to request a 
dispensation from pooling in this regard. For some legacy investments there could be a long run out time as they reach maturity and are 
sufficiently liquid to be transferred into the Pool. 

3.2 Structure and Governance Arrangements of BCPP 
 

3.2.1 A key guiding principle has always been that as decisions on asset strategy drive over 80% of returns this must remain at the Fund level. This 
is to ensure that Committees can undertake their fiduciary duty to the members and employers within the Fund and thus deliver a strategy that 
matches the individual Funds liability profile and risk appetite. 

3.2.2 The following split of roles is envisaged between the Funds of BCPP and the Pool itself. 
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3.2.3 The governance of the new Pooling arrangements is shown in the following diagram: 
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3.2.4 It is proposed that there would be several reserved matters that the Funds, through the shareholder meeting, would retain control of. These 
reserved matters would ensure the Funds retain control of the fundamental strategic direction and decision making for the new entity. 
Examples of anticipated reserved matters would include, but are not limited to: 

i. Appointment / Removal of Company Directors 

ii. Approval of the Company’s Annual Business Plan (including an annual review of sub-funds and asset allocation template) 

iii. Approval Annual Budget (Fee Model / Cost Base) 

iv. Appointment of Senior Company Executives 

v. Approval of Executive Pay (usually through a remuneration sub-group) 

vi. Approval of Capital Requirements 

vii. Approval of significant transactions (e.g. mergers / acquisitions), and 

viii. Approval / Determination of exit terms including notice periods / exit treatment. 

3.3 Procurement of Services 
 

3.3.1 It is proposed that there would be several reserved matters that the Funds, through the shareholder meeting, would retain control of. These 
reserved matters would ensure the Funds retain control of the fundamental strategic direction and decision making for the new entity. 
Examples of anticipated reserved matters would include, but are not limited to: 

i. External Audit; 

ii. Custodian, depositary, asset servicer; 

iii. Tax; 

iv. HR, payroll (anticipated to be serviced by one of the larger funds in-house teams); 

v. Transition management services; 

vi. Class action monitoring; 

vii. Benchmarking; 

viii. Performance Monitoring Sub-Funds; 

ix. Independent Advisors; 

x. External Valuers. 
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3.3.2 The services that are anticipated to be externally provided initially but developed internally over time include: 

xi. Procurement advice, (Investment Manager selection); 

xii. Basic Legal services e.g. contract and procurement; 

xiii. Support to shareholder voting; 

xiv. Risk management advice. 

 
3.4 Summary of assets deemed not suitable for investing through the pool along with its rationale for doing so 

 
3.4.1 BPF has previously determined that all asset allocation and investment decisions should be made primarily on a financial assessment of risk 

and return. Therefore, along with the majority of Funds in BCPP, it is not proposed that BPF makes an application to request a dispensation 
from pooling in this regard. 

 

3.5 Regularly review assets at least every three years, that the authority has previously determined should be held outside the pool, 
ensuring this continues to demonstrate value for money 

3.5.1 BPF will ensure that there is an annual review of the decision to not request a dispensation from pooling from any of its assets. 

3.6 Submit an annual report on the progress of asset transfers to the Scheme Advisory Board 

3.6.1 BPF will ensure that it reports annually to the Scheme Advisory Board on the progress of the transfer of assets to the Pool. 

 

4 APPROACH TO ENVIRONMENT, SOCIAL OR CORPORATE GOVERNANCE) 

 

4.1 How environmental, social or corporate governance considerations are taken into account in the selection, non-selection, retention 
and realisation of investments 

4.1.1 It is recognised that ESG factors can influence long term investment performance and the ability to achieve long term sustainable returns. 
The Committee considers the Fund’s approach to responsible investment in two key areas: 

 Sustainable investment / ESG factors – considering the financial impact of environmental, social and governance (ESG) factors on 
its investments. 

 Stewardship and governance – acting as responsible and active investors/owners, through considered voting of shares, and 
engaging with investee company management as part of the investment process. 

4.1.2 The Committee takes ESG matters very seriously and each year it conducts a review of its policies in this area and its investment managers’ 
approach to ESG. Details of the most recent review can be found on the Fund’s website. The Committee has also developed a set of 
Responsible Investment beliefs and guiding principles which are available on the Fund’s website. 
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4.1.3 At the present time the Committee does not take into account non-financial factors when selecting, retaining, or realising its investments. The 
Committee understands the Fund is not able to exclude investments in order to pursue boycotts, divestment and sanctions against foreign 
nations and UK defence industries, other than where formal legal sanctions, embargoes and restrictions have been put in place by the 
Government. 

4.1.4 To date, the Fund’s approach to Social Investments has largely been to delegate this to their underlying investment managers as part of their 
overall ESG duties. The Fund’s managers report on this matter as part of the Fund’s annual ESG review. 

4.1.5 The Fund does not hold any assets which it deems to be Social Investments. 

4.2 Voting rights 

4.2.1 The Committee has delegated the exercise of voting rights to the investment manager(s) on the basis that voting power will be exercised by 
them with the objective of preserving and enhancing long term shareholder value. Accordingly, the Fund’s managers have produced written 
guidelines of their process and practice in this regard. The managers are strongly encouraged to vote in line with their guidelines in respect 
of all resolutions at annual and extraordinary general meetings of companies under Regulation 7(2)(f). The Committee monitors the voting 
decisions made by all its investment managers on a regular basis. 

4.3 Stewardship 

4.3.1 The Committee has formally agreed to adhere to the UK Stewardship Code as published by the Financial Reporting Council (FRC). The 
Committee/Panel expects both the BCPP Pool and any directly appointed fund managers also comply with the UK Stewardship Code and 
this is monitored on an annual basis. A copy of the Fund’s statement of compliance with the UK Stewardship Code can be found on the 
Fund’s website. At the FRC’s most recent review, the fund was rated as a tier 1, which is the highest possible. 

4.3.2 As part of its compliance with the UK Stewardship Code the Fund has adopted a set of Voting Intention Guidelines (See Appendix 1). The 
current guidelines can be found on the Fund’s website. The Committee publishes an annual report of voting activity as part of the Fund’s 
annual report. In addition to the Fund’s compliance with the UK Stewardship Code, the Fund believes in collective engagement and is a 
member of the Local Authority Pension Fund Forum (LAPFF), through which it collectively exercises a voice across a range of corporate 
governance issues. The Committee is a member of the Institutional Investors Group on Climate Change and of the Carbon Disclosure 
Project. It is also a signatory to the Paris Pledge for Action 2015 and the letter to G20 leaders setting out recommendations for achieving the 
Paris Agreement’s goals. 
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5 MYNERS INVESTMENT PRINCIPLES FOR PENSION FUNDS 

 

5.1 Compliance with the Myners Investment Principles for Pension Funds 

 
 

5.1.1 The table overleaf shows the Fund's compliance with the Myners Investment Principles for Pension Funds. 
 
 
 

 

Principle 
 Comments 

Principle 1: 

Effective decision 
making 

Administering authorities should ensure that: 

 Decisions are taken by persons or organisations with the skills, knowledge, 
advice and resource necessary to make them effectively and monitor their 
implementation; and 

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

Full compliance 

Principle 2: 

Clear objectives 

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

Full compliance 

Principle 3: 

Risk and liabilities 

In setting and reviewing their investment strategy, administering authorities 
should take account of the form and structure of liabilities. 

These include the implications for local tax payers, the strength of the covenant 
for participating employers, the risk of their default and longevity risk. 

Full compliance 

Principle 4: 
Performance 
assessment 

Arrangements should be in place for the formal measurement of performance of 
the investments, investment managers and advisers. 

Administering authorities should also periodically make a formal assessment of 
their own effectiveness as a decision making body and report this to scheme 
members. 

Full compliance 
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Principle 
 Comments 

Principle 5: 

Responsible 

ownership 

Administering authorities should: 

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

 Include a statement of their policy on responsible ownership in the 
statement of investment principles; 

 Report periodically to scheme members on the discharge of such 
responsibilities. 

Full compliance 

Principle 6: 
Transparency and 
reporting 

Administering authorities should: 

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

 Provide regular communication to scheme members in the form they 
consider most appropriate 

Full compliance 

 

Prepared by:- Chief Officer for Corporate Finance & Pensions 
For and on behalf of 
Bedfordshire Pension Fund Committee 
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Appendix 1 
 

Voting Policy 

Directors' Contracts 

1. Combination of Chairman and Chief Executive posts Vote Against 

2. No requirement for subsequent re-election Vote Against 

3. Rolling contracts up to 1 year Vote For 

4. Rolling contracts longer than one year Vote Against 

5. Fixed contracts up to 2 years Vote For 

6. Fixed contracts over 2 years Vote Against 

 

Share Options or Incentive Schemes 
 

7. Where full disclosure of all emoluments received by 
Directors is not made 

Vote Against reappointment of all Directors 

8. Where full and clear disclosure of the basis of 
performance related payments is not made 

Vote against reappointment of Chairman of Remuneration 
Committee as a Director 

9. Share Options or Incentive schemes with no performance 
targets 

Vote against 

10. Share Options with unclear or unambitious targets Vote against 

 

Internal Committees 
 

11. Where the Remuneration Committee is not composed 
solely of Independent Non Executive Directors 

Vote Against all Executive Directors on Remuneration 
Committee 

12. Where there is no Audit Committee Vote Against acceptance of Accounts 

13. Where the Audit Committee does not have a majority of 
Non Executive Directors 

Vote Against acceptance of Accounts 

 

Other Issues 
 

14. Issue of shares not consistent with pre-emption 
guidelines 

Vote Against 

15. Material inadequacies in the Annual Report and accounts Vote Against acceptance of Accounts 

16. Resolution to make party political donations Vote Against 
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Remuneration 
 

The Pension Fund Committee/Panel recognises that remuneration has become an emotive subject which, because of excess media attention, can 
cloud the real issues. Nevertheless it feels that there should be an approved remuneration policy in place which: 

 

(a) regards performance related bonuses as an investment by the company to improve its performance. Therefore the Remuneration Committee 
should satisfy itself that, as with any other investment, the returns justify the expenditure; 

(b) should not be based upon performance reward criteria which disbenefit the long term interests of the company; 
(c) rewards recipients for exceptional and not for average performance; 
(d) awards bonuses in the form of shares (held in trust) thereby subjecting Directors to the same risks and interests as shareholders; 
(e) requires any contractual compensation for loss of office to be paid annually and be dependent upon the individual not acquiring another post. 

 

Bedfordshire Pension Fund – Investment Strategy Statement 
 

Investment Managers to the Fund will be expected to monitor companies' compliance with these guidelines and, in the event of any material variation, 
will vote against the reappointment of Remuneration Committee members. 

 

The Committee also recognise that there are certain areas of Corporate Governance where it is more difficult to be prescriptive. In these 
circumstances it has asked the Investment Managers to the Fund to judge each issue on a case by case basis and vote the shares in the best long 
term interests of the Fund. Issues which fall into this area are: 

 
1. The Board shall consist of at least 3 Non-Executive Directors; 
2. Insufficient biographical information on any Director; 
3. Bundled resolutions at AGM; 
4. Resolutions not supported by the Board. 


