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NOTES: 
 
1. Inspection of Papers: Papers are available for inspection as follows: 
Council’s website: https://democracy.bathnes.gov.uk/ieDocHome.aspx?bcr=1 
 
2. Details of decisions taken at this meeting can be found in the minutes which will be 
circulated with the agenda for the next meeting. In the meantime, details can be obtained by 
contacting as above. 
 
3. Broadcasting of Meetings 
The Council will broadcast the images and sounds live via the internet 
https://www.youtube.com/bathnescouncil 
 
The Council may also use the images/sound recordings on its social media site or share with 
other organisations, such as broadcasters. 
 
4. Public Speaking at Meetings 
The Council has a scheme to encourage the public to make their views known at meetings. 
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https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=12942 
 
5. Supplementary information for meetings 
Additional information and Protocols and procedures relating to meetings 
https://democracy.bathnes.gov.uk/ecCatDisplay.aspx?sch=doc&cat=13505 
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https://www.youtube.com/bathnescouncil
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Avon Pension Fund Committee Investment Panel - Friday, 11th September, 2020 
 

at 1.30 pm in the Virtual Meeting - Zoom - Public Access via YouTube 
https://www.youtube.com/bathnescouncil 

 
A G E N D A 

 

1.   WELCOME & INTRODUCTIONS  

2.   DECLARATIONS OF INTEREST  

 At this point in the meeting declarations of interest are received from Members in any 
of the agenda items under consideration at the meeting. Members are asked to 
complete the green interest forms circulated to groups in their pre-meetings (which will 
be announced at the Council Meeting) to indicate: 

(a) The agenda item number in which they have an interest to declare. 

(b) The nature of their interest. 

(c) Whether their interest is a disclosable pecuniary interest or an other interest,   
(as defined in Part 2, A and B of the Code of Conduct and Rules for Registration of 
Interests) 

Any Member who needs to clarify any matters relating to the declaration of interests is 
recommended to seek advice from the Council’s Monitoring Officer or a member of his 
staff before the meeting to expedite dealing with the item during the meeting. 

3.   APOLOGIES FOR ABSENCE AND SUBSTITUTIONS  

 To receive any declarations from Members of the Committee and Officers of 
personal/prejudicial interests in respect of matters for consideration at this meeting, 
together with their statements on the nature of any such interest declared. 

4.   TO ANNOUNCE ANY URGENT BUSINESS AGREED BY THE CHAIR  

5.   ITEMS FROM THE PUBLIC - TO RECEIVE DEPUTATIONS, STATEMENTS, 
PETITIONS OR QUESTIONS  

6.   ITEMS FROM COUNCILLORS AND CO-OPTED AND ADDED MEMBERS  

 To deal with any petitions or questions from Councillors and, where appropriate, co-
opted and added members. 

7.   MINUTES - 5TH AUGUST 2020 (Pages 5 - 8) 

8.   UK PROPERTY PORTFOLIO (Pages 9 - 28) 

9.   RISK MANAGEMENT ANNUAL REVIEW (Pages 29 - 74) 

 The Investment Panel reviews the strategies annually to assess whether there has 
been a material change in market conditions which requires an adjustment to any of 
the strategies to ensure they meet the strategic objectives. 



10.   BRUNEL PENSION PARTNERSHIP - UPDATE ON POOLING (Pages 75 - 88) 

 This report outlines the progress on pooling of assets with specific reference to the 
investment activities. 

11.   EQUITY PORTFOLIO REVIEW (Pages 89 - 92) 

 One of the actions from the Strategic review which concluded in April 2020 was to 
assess the viability for all the equity assets to be invested in low carbon and 
sustainable solutions. 

12.   REVIEW OF INVESTMENT PERFORMANCE FOR PERIODS ENDING 30 JUNE 
2020 (Pages 93 - 198) 

 This paper reports on the performance of the Fund’s investment managers and seeks 
to update the Panel on routine aspects of the Fund’s investments. The report contains 
performance statistics for period ending 30 June 2020. 

13.   FORWARD AGENDA (Pages 199 - 202) 

 This report sets out the forward agenda for the Panel to end 1Q21.  It is provisional as 
the Panel will respond to issues as they arise and as work is delegated from the 
Committee.   

 
The Committee Administrator for this meeting is Mark Durnford who can be contacted on  
01225 394458. 
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AVON PENSION FUND COMMITTEE INVESTMENT PANEL 
 

Minutes of the Meeting held 
Wednesday, 5th August, 2020, 2.00 pm 

 
Members: Councillor Shaun Stephenson-McGall (Chair), Councillor Chris Dando, 
Councillor Bruce Shearn, John Finch, Pauline Gordon and Shirley Marsh-Hughes 
 
Advisors: Steve Turner (Mercer), Nick Page (Mercer) and Ross Palmer (Mercer) 
 
Also in attendance: Tony Bartlett (Head of Business, Finance and Pensions), Liz 
Woodyard (Group Manager for Funding, Investment & Risk) and Nathan Rollinson 
(Investments Manager) 
 

 
1    WELCOME & INTRODUCTIONS  

 
The Chair welcomed everyone to the meeting. 
  

2    APOLOGIES FOR ABSENCE AND SUBSTITUTIONS  
 
There were none. 
  

3    DECLARATIONS OF INTEREST  
 
There were none. 
  

4    TO ANNOUNCE ANY URGENT BUSINESS AGREED BY THE CHAIR  
 
There was none. 
  

5    ITEMS FROM THE PUBLIC - TO RECEIVE DEPUTATIONS, STATEMENTS, 
PETITIONS OR QUESTIONS  
 
There were none. 
  

6    ITEMS FROM COUNCILLORS AND CO-OPTED AND ADDED MEMBERS  
 
There were none. 
 
  

7    MINUTES - 6TH MARCH 2020  
 
The minutes of the meeting on 6th March 2020 were confirmed as a correct record. 
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8    EQUITY PROTECTION STRATEGY - TRANCHE 3 ROLLOVER & DYNAMIC 
HEDGING IMPLEMENTATION  
 
The Investments Manager introduced this report to the Panel. He explained that the 
Fund’s current static strategy was extended in 1Q20 as an interim solution to allow 
the Panel time to consider the technical details and implementation options of a 
dynamic strategy.  
 
He stated that two tranches of the current strategy were rolled before March 2020; 
the third tranche was rolled for a shorter period of time as a result of the extreme 
market volatility experienced during March. He said that the Panel are asked to 
agree whether to roll tranche 3, aligning expiry with the prior two tranches, or to let it 
expire and accept that c.1/3rd of the Fund’s equity holdings will remain unhedged 
while further work on dynamic hedging is undertaken. 
 
He added that in light of the significant equity market rebound since the final tranche 
was extended in March 2020 and uncertainty as a result of COVID-19, the 
recommendation is to roll tranche 3 for a period that would bring it into alignment 
with the overall protection strategy. 
 
He explained that in addition the Panel has also been tasked with assessing the 
suitability of dynamic hedging as a long-term alternative to static hedging - this 
involves an assessment of the governance, cost and risk implications of switching to 
such a strategy. 
 
Pauline Gordon asked what text was missing from 6.1 of the cover report. 
 
The Investment Manager apologised and replied that the detail relating to that 
section of the report could be found on page 38. 
 
The Panel, having been satisfied that the public interest would be better served by 
not disclosing relevant information, RESOLVED, in accordance with the provisions of 
the Section 100(A)(4) of the Local Government Act 1972 that the public should be 
excluded from the meeting for this item of business, because of the likely disclosure 
of exempt information as defined in paragraph 3 of Part I of Schedule 12A of the Act 
as amended. 
 
The Panel returned to open session at 4.20pm. 
 
The Chair announced that Councillor Chris Dando had left the meeting at 3.30pm. 
 
The Avon Pension Fund Investment Panel RESOLVED to agree: 
 

(i) To rollover tranche 3 of the equity protection strategy for a further 10 months 
to align with the prior two tranches, and to delegate the implementation to 
Officers and Mercer. 
 

(ii) To implement a Dynamic Equity Protection Strategy using a Total Return 
Swap on a Customised Index when the current static structure expires in 
2021. 
 

 

Page 6



 

 
Page 3 of 4 

 

He thanked the members, officers present and advisors from Mercer for their 
contributions to the discussion on this item. 
  

9    FORWARD AGENDA  
 
The Group Manager for Funding, Investment & Risk introduced this item to the 
Panel. She explained that items were in place for the meetings scheduled until 
February 2021 and that there currently was a Strategic / Monitoring split to each of 
the agendas. 
 
She said that the item ‘Scope of equity portfolio review’ would be moved to the 
September agenda and that it was likely that further discussion regarding Equity 
Protection / Dynamic Hedging would be required in November following the report on 
the agenda today. 
 
Shirley Marsh-Hughes asked whether the Panel should do some work, possibly in 
November, to reassure themselves regarding the asset allocation approach given 
the current volatility of the markets. 
 
The Group Manager for Funding, Investment & Risk replied that this could be 
covered under the Review Performance item listed for November. She added that 
our focus will be on our less liquid assets, especially property.  
 
Pauline Gordon asked if any further preparation work was required in terms of Brexit 
as that deadline approaches. 
 
The Group Manager for Funding, Investment & Risk replied that the biggest impact 
Brexit will have will be on our currency. She added that by the time Brexit happens 
we will have transitioned to sustainable equities and we would not have a dedicated 
allocation to UK equities. She said that there would be a slight exposure to UK 
Bonds through the LDI portfolio and also to Sterling / Corporate Bonds. 
 
John Finch commented that it would be good to have a discussion in September on 
how quickly we may need to transition to the longer-term strategy, given the shorter-
term market volatility. 
 
The Chair asked when it would be appropriate to discuss the Supreme Court rulings 
regarding investment strategies, ESG issues and ethical investments. 
 
The Group Manager for Funding, Investment & Risk replied that these matters could 
be picked up on in discussions concerning the Equity Portfolio Review. She added 
that she did not feel that the rulings would change what we can do or have been 
doing and that the focus will be on explaining what we do. She said that moving to 
global sustainable will have a wide-ranging effect on the regional markets that we 
invest in. 
 
The Panel RESOLVED to note the forward agenda within the report. 
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The meeting ended at 4.30 pm  
 

Chair(person)  

 
Date Confirmed and Signed  

 
Prepared by Democratic Services 
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Access to Information Arrangements 

 
Exclusion of access by the public to Council meetings 

 
 
Information Compliance Ref: LGA 982/20 
 
 
Meeting / Decision: Avon Pension Fund Investment Panel 
 
Date: 11th September 2020 
 
 
Author: Liz Woodyard 
 
Exempt Report Title: UK Property Portfolio 
 
Exempt Appendix 1 – Proposal for UK Property portfolio 
 
 
The report and the appendices contain exempt information, according to the 
categories set out in the Local Government Act 1972 (amended Schedule 
12A). The relevant exemption is set out below. 
 

 
The public interest test has been applied, and it is concluded that the public 
interest in maintaining the exemption outweighs the public interest in 
disclosure at this time. It is therefore recommended that the exempt report 
and exempt appendices be withheld from publication on the Council website. 
The paragraphs below set out the relevant public interest issues in this case. 
 
PUBLIC INTEREST TEST 
 
If the Committee wishes to consider a matter with press and public excluded, 
it must be satisfied on two matters. 
 
Firstly, it must be satisfied that the information likely to be disclosed falls 
within one of the accepted categories of exempt information under the Local 
Government Act 1972.  Paragraph 3 of the revised Schedule 12A of the 1972 
Act exempts information which relates to the financial or business affairs of 
the organisations which is commercially sensitive to the organisations. The 

Stating the exemption: 
 
3. Information relating to the financial or business affairs of any particular 

person (including the authority holding that information). 
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officer responsible for this item believes that this information falls within the 
exemption under paragraph 3 and this has been confirmed by the Council’s 
Information Compliance Manager.  
 
Secondly, it is necessary to weigh up the arguments for and against 
disclosure on public interest grounds.  The main factor in favour of disclosure 
is that all possible Council information should be public and that increased 
openness about Council business allows the public and others affected by 
any decision the opportunity to participate in debates on important issues in 
their local area.  Another factor in favour of disclosure is that the public and 
those affected by decisions should be entitled to see the basis on which 
decisions are reached.   
 
The exempt report and exempt appendices contain information on potential 
future trades by the fund, and include information on costs and structures that 
may impact the ability to procure efficiently in the near future. This information 
is commercially sensitive and would prejudice the commercial interests of the 
organisation if released.  It would not be in the public interest if advisors and 
officers could not express in confidence opinions or proposals which are held 
in good faith and on the basis of the best information available.  
  
It is also important that the Committee should be able to retain some degree 
of private thinking space while decisions are being made, in order to discuss 
openly and frankly the issues under discussion in order to make a decision 
which is in the best interests of the Fund’s stakeholders. 
 
The Council considers that the public interest is in favour of not holding this 
matter in open session at this time and that any reporting on the meeting is 
prevented in accordance with Section 100A(5A) 
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Bath & North East Somerset Council 
 

MEETING: AVON PENSION FUND INVESTMENT PANEL 

MEETING 
DATE: 

11 September 2020 

TITLE: Risk Management Annual Review 

WARD: ALL 

AN OPEN PUBLIC ITEM  

List of attachments to this report: 

Exempt Appendix 1 – Mercer Report: Risk Management Framework Review & Report on 
the Quarter to 30 June 2020 

 
1. THE ISSUE 

1.1.  The Risk Management Framework encompasses three dedicated risk 
management strategies and a passive equity fund for collateral management 
purposes. The Liability Driven Investment (LDI) Strategy and the Buy-and-
Maintain Corporate Bond (CB) Portfolio are designed to hedge interest rate and 
inflation risks arising from the Fund’s liabilities, whereas the Equity Protection 
Strategy (EPS) is designed to shield the Fund from a large drawdown in the value 
of its underlying equity holdings. These strategies are linked to the funding 
strategy and de-risk the Fund by placing less reliance on growth assets to fund 
future pension benefits and to simultaneously protect the Fund’s current funding 
position. 

1.2.  The Investment Panel reviews the strategies annually to assess whether there 
has been a material change in market conditions which requires an adjustment to 
any of the strategies to ensure they meet the strategic objectives. The annual 
review also considers any financial implications on the portfolio, specifically an 
increase in the collateral requirements. Any recommendation from the Panel to 
change a strategy requires approval by the Committee. 

1.3.  The Committee has delegated monitoring to the Investment Panel.  The Panel 
monitors the collateral adequacy, the performance of the strategies and the 
performance of the manager, Blackrock. 

1.4.  Mercer will present their report at the meeting. 

2. RECOMMENDATION 

The Avon Pension Fund Investment Panel is asked to: 

2.1. Note Mercer’s report reviewing the strategies and collateral position 

2.2. Recommend to the Committee that the existing trigger framework for the 
LDI strategy should be maintained 

2.3. Recommend to Committee that the inflation hedge be reinstated outside of 
the trigger framework to the level it was prior to the restructure that took 
place in March, and to further increase the inflation hedge to the maximum 
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allowable under the mandate guidelines following the conclusion of the RPI 
reform consultation in late 2020. 

3. FINANCIAL IMPLICATIONS 

3.1. The risk management strategies have been implemented to provide greater 
certainty that the funding plan will be achieved and therefore contribution levels 
will be stable and minimised.  Any changes to the framework can affect the level 
of employer contributions in the future. 

4. ANNUAL REVIEW OF LDI STRATEGY 

4.1. The LDI strategy seeks to hedge real interest rates, in order to increase the 
certainty that the real returns assumed in the funding plan will be achieved. 

4.2. The aim is to lock in attractive real yields (‘trigger points’).  As the real yield is 
determined by nominal interest rates and inflation expectations – which move 
independently of one another – It is important to keep these under review for 
appropriateness as each can be hedged independently.  The current objective is 
to hedge up to 70% of the assets as market conditions allow and there is a trigger 
framework in place, reflecting the market conditions when set, to achieve this 
hedge ratio. 

4.3. The strategy utilises unfunded hedging instruments meaning there is limited or no 
initial outlay of capital to put the hedging in place. However, these instruments 
fluctuate in (mark-to-market) value through their life to maturity and must be 
supported by collateral, in the form of assets that can be sold to meet mark-to-
market requirements. The collateral held by the Fund must be monitored to 
ensure there is enough to support the strategy. 

4.4. During the year Panel agreed to switch the index-linked gilts with maturities post 
2030 into conventional gilts in order to mitigate the risk of falling inflation following 
an announcement around the RPI reform consultation. Further, Panel agreed to 
downwardly revise the trigger framework to account for this potential change. The 
changes to the trigger framework took place in June and remain appropriate. 

4.5. The Liability Benchmark Portfolio (LBP), which is used by BlackRock to hedge 
against movements in the value of the Fund’s liabilities arising from changes in 
interest rates and inflation, has been updated based on the assumptions and 
member data underlying the 2019 actuarial valuation. Further information on the 
construction of the LBP can be found at Exempt Appendix 1.   

4.6. Due to significant event risk the future path of inflation is uncertain. However, the 
market expectation is for inflation to rise in the short to medium term which 
presents an opportunity for the Fund to increase its inflation hedge outside of the 
existing trigger framework in anticipation of a rise in inflation. In order to mitigate 
timing risk the recommendation is to reinstate the hedge ratio to the level it was 
at prior to the restructure in March with immediate effect and then once the 
outcome of RPI reform is known to further increase the hedge ratio to the 
maximum allowable under the mandate guidelines. This would involve capturing 
inflation at less attractive levels than what is currently built into the trigger 
framework. There is also an opportunity cost if inflation falls following RPI reform 
as the Fund would have already locked in higher inflation levels. On balance the 
risks point to inflation increasing and the phasing in of the inflation hedge acts to 
reduce this opportunity cost. Further, if the existing triggers were hit in the interim 
these would be actioned as normal. 

Page 30



 

5. ANNUAL REVIEW OF EQUITY PROTECTION STRATEGY 

5.1. The Fund currently employs a static equity protection strategy (EPS), 
encompassing both developed and emerging market exposure. The level of the 
upside cap is set to allow the Fund to participate in equity gains sufficient to 
support the actuarial valuation assumptions. Further, the parameters of the 
structure are set so as to incur little or no upfront cost, otherwise known as a ‘nil-
premium structure’. 

5.2. During the 1Q20 the EPS expired and was rolled over in three tranches for an 
interim period allowing the Panel time to consider dynamic equity protection in 
further detail. The third tranche expired in March and due the unprecedented 
volatility the decision was made to roll this portion of the hedge for a shorter 
duration to limit the risk of not being able to participate in equity gains in a 
sustained market recovery. Post period-end, Panel resolved to further extend 
tranche 3 to align with tranches 1 and 2, delegating implementation to Officers 
and Mercer. The underlying regional exposures to rollover are currently under 
discussion in line with the upcoming restructure of the equity portfolio with the 
allocation to global sustainable equities. 

5.3. Over the year the EPS performed as expected, adding significant value as equity 
markets fell in March. During 2Q20 as markets recovered from the lows seen in 
the previous quarter the positive value attached to the EPS decreased as equity 
markets approached the upside cap(s). Tranche 3 exhibited negative market 
value at quarter end as all underlying equity markets, except for the UK, had 
recovered to a point beyond the upside cap struck when the tranche was rolled 
over in March. Since inception (November 2017) the overall return of the proxy 
equity portfolio, net of the protection, was c. 8.8% for developed market equities. 
If the protection had not been in place the return would have been c. ~11.5%. 
The net return, since inception (January 2020), for the emerging market portion 
was -4.1%. If the protection had not been in place the Fund would have incurred 
losses of c. -7.0%  

5.4. At its last meeting in August, Panel assessed the governance, cost and risk 
implications of switching to a dynamic strategy. Having looked at two 
implementation options Panel resolved to implement a dynamic EPS using a total 
return swap on a custom index when the current static strategy expires next year. 
A formal proposal detailing the design and structure of the new dynamic EPS will 
be presented to Panel at its November meeting. 

6. ANNUAL REVIEW OF CORPORATE BOND BUY-AND-MAINTAIN STRATEGY 

6.1. The primary objective of this strategy is to reduce the funding risk in respect of 
the ‘low risk’ bucket of liabilities, which are valued on a corporate bond discount 
basis. The low-risk bucket includes orphan employers and those employers 
looking to terminate. The strategy was structured so that the liabilities are fully 
funded at outset and residual interest rate and inflation risk is covered by the 
broader LDI mandate. 

6.2. Over the year the average credit rating of securities held in the portfolio has not 
changed, despite an increase in downgrades in 2Q20 as a result of the 
pandemic. Turnover within the portfolio has remained below 1% and there has 
been minimal change to the level of cashflow matching within the portfolio since 
inception. 
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6.3. The expectation is for the strategy to grow over time as either more employers 
can afford to move to a lower risk strategy or if more employers look to exist the 
fund.  There are no recommendations to rebalance this portfolio at present. 

7. RISK MANAGEMENT 

7.1. The Avon Pension Fund Committee is the formal decision-making body for the 
Fund. As such it has responsibility to ensure adequate risk management 
processes are in place.  It discharges this responsibility by ensuring the Fund has 
an appropriate investment strategy and investment management structure in 
place that is regularly monitored. The creation of an Investment Panel further 
strengthens the governance of investment matters and contributes to reduced 
risk in these areas. 

8. EQUALITIES 

8.1. A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 

9. CLIMATE CHANGE 

9.1. The Fund is implementing a digital strategy across all its operations and 
communications with stakeholders to reduce its internal carbon footprint in line 
with the Council’s Climate Strategy.  The Fund acknowledges the financial risk to 
its assets from climate change and is addressing this through its strategic asset 
allocation to Low Carbon Equities and renewable energy opportunities.  The 
strategy is monitored and reviewed by the Committee. 

10. OTHER OPTIONS CONSIDERED 

10.1. NONE 

11. CONSULTATION 

11.1. The Council's Monitoring Officer and Section 151 Officer have had the 
opportunity to input to this report and have cleared it for publication. 

Contact person  
Nathan Rollinson, Investments Manager (Tel. 01225 395357) 

Background papers None 

Please contact the report author if you need to access this report in an 
alternative format 
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Access to Information Arrangements 

 
Exclusion of access by the public to Council meetings 

 
 
Information Compliance Ref: 983/20 
 
 
Meeting / Decision: AVON PENSION FUND INVESTMENT PANEL 
 
Date: 11th September 2020 
 
 
Author: Nathan Rollinson 
 
Report Title: Annual Review of Risk Management Strategies 
 
Exempt Appendix 1 – Mercer Report 
 
 
The Report contains exempt information, according to the categories set out 
in the Local Government Act 1972 (amended Schedule 12A). The relevant 
exemption is set out below. 
 

 
The public interest test has been applied, and it is concluded that the public 
interest in maintaining the exemption outweighs the public interest in 
disclosure at this time. It is therefore recommended that the exempt appendix 
be withheld from publication on the Council website. The paragraphs below 
set out the relevant public interest issues in this case. 
 
PUBLIC INTEREST TEST 
 
If the Committee wishes to consider a matter with press and public excluded, 
it must be satisfied on two matters. 
 
Firstly, it must be satisfied that the information likely to be disclosed falls 
within one of the accepted categories of exempt information under the Local 
Government Act 1972.  Paragraph 3 of the revised Schedule 12A of the 1972 
Act exempts information which relates to the financial or business affairs of 
the organisations which is commercially sensitive to the organisations. The 

Stating the exemption: 
 
3. Information relating to the financial or business affairs of any particular 

person (including the authority holding that information). 
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officer responsible for this item believes that this information falls within the 
exemption under paragraph 3 and this has been confirmed by the Council’s 
Information Compliance Manager.  
 
Secondly, it is necessary to weigh up the arguments for and against 
disclosure on public interest grounds.  The main factor in favour of disclosure 
is that all possible Council information should be public and that increased 
openness about Council business allows the public and others affected by 
any decision the opportunity to participate in debates on important issues in 
their local area.  Another factor in favour of disclosure is that the public and 
those affected by decisions should be entitled to see the basis on which 
decisions are reached.   
 
The exempt appendix contains information on potential future trades by the 
fund, and includes information on costs and structures that may impact the 
ability to procure efficiently in the near future.  This information is 
commercially sensitive and could prejudice the commercial interests of the 
organisation if released.  It would not be in the public interest if advisors and 
officers could not express in confidence opinions or proposals which are held 
in good faith and on the basis of the best information available.  
  
It is also important that the Committee should be able to retain some degree 
of private thinking space while decisions are being made, in order to discuss 
openly and frankly the issues under discussion in order to make a decision 
which is in the best interests of the Fund’s stakeholders. 
 
The Council considers that the public interest has been served by the fact that 
a significant amount of information regarding the report has been made 
available – by way of the main report. The Council considers that the public 
interest is in favour of not holding this matter in open session at this time and 
that any reporting on the meeting is prevented in accordance with Section 
100A(5A) 
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Bath & North East Somerset Council 

 

MEETING: AVON PENSION FUND INVESTMENT PANEL 

MEETING 
DATE: 

11 September 2020 
AGENDA 
ITEM 
NUMBER 

 

 
TITLE: Brunel Pension Partnership – Update on pooling 

WARD: ALL 

AN OPEN PUBLIC ITEM 

List of attachments to this report:  

Exempt Appendix 1 – Sustainable Equities Portfolio 

Exempt Appendix 2 – Plan for transition of Avon’s assets to Brunel portfolios 

Exempt Appendix 3 – Risk Register for transition of Avon’s assets to Brunel portfolios 

Exempt Appendix 4 - Private Debt Portfolio update 

 

 

1 THE ISSUE  

1.1 This report outlines the progress on pooling of assets with specific reference to the 
investment activities. 

1.2 Brunel’s transition plan is monitored by the Client Group Investment sub-group on 
a regular basis. 

1.3 The Avon Risk Register for the transition of its assets to Brunel is included as an 
appendix. 

1.4 A verbal update will be provided at the meeting. 

2 RECOMMENDATION 

That the Panel: 

2.1 Notes the progress made on pooling of assets. 

2.2 Notes the project plan for the transition of assets. 
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3 FINANCIAL IMPLICATIONS 

3.1 The fees that Avon will pay to Brunel are included in the budget for 2020/21.  
They have been calculated in line with the pool’s pricing policy.  During the 
transition, the fees are based on a mixture of equal1/10ths and AUM. In later 
years a greater element of costs will be paid via portfolio fees. 

4 INVESTMENTS UPDATE  

4.1 Assets that have transitioned now total £2.96bn (at 31/06/20). In addition, Brunel 
invests £110m in secured Income and ££40m in Renewable Infrastructure on 
behalf of the Fund. The investments in private Debt has yet to commence. 

Brunel portfolio Value at 
30/06/20 

Transitioning Mandates / 
Managers 

Date 
transitioned 

Passive Equities £596m Low Carbon Global 
Equities - Blackrock 

July 2018 

UK Equities £167m UK Equities - TT 
International 

Nov 2018 

Emerging Market 
Equities (EM) 

£233m EM Equities – Genesis, 
Unigestion 

Oct 2019 

Global High Alpha 
Equities (GHA) 

£468m Global Equities - 
Schroders 

Nov 2019 

Risk Management 
Strategies 

£1,000m Blackrock LDI and EPS Oct 2019 

Diversified Return 
Funds 

£495m Diversified Growth Funds 
– Pyrford, Ruffer (partial) 

July 2020 

 

4.2 There will be a verbal update at the meeting regarding the portfolios that are in 
transition.  

4.3 Exempt Appendix 1 provides an update on the construction of the Sustainable 
Equities Portfolio (for information only). 

4.4 Exempt Appendix 2 shows the transition plan for Avon’s assets. There is a slight 
change from the last meeting.  The transition plan is continuously reviewed by 
Brunel and the Client Group to ensure Client priorities are considered.  Actual 
timing will depend on a number of considerations including the complexity of 
each transition and market conditions.  Please note that this plan only includes 
the portfolios relating to Avon mandates; additional portfolios will be established 
along the same timelines.  The plan is still on track overall to complete on time 
as set out in Brunel’s 2020/21 Business Plan. 

4.5 The strategic allocation to DGFs has reduced from 15% to 10%; therefore, not all 
the legacy assets have transitioned to Brunel to avoid unnecessary transition 
costs.  The residual holding will be sold down to fund private market commitments 
in line with the strategic policy. 

4.6 The private Debt Portfolio is in process of being created and an update is provided 
in Exempt Appendix 4. 

4.7 Brunel provides quarterly investment reports client group and pension committees.  
The report for Avon is included as an appendix to the Quarterly Investment 
Monitoring report on this agenda. 
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4.8 Avon’s project plan includes a Risk Register (see Exempt Appendix 3) of risks 
specific to the transition for Avon. There is no change in the risks. 

5 RISK MANAGEMENT 

5.1 The Avon Pension Fund Committee is the formal decision-making body for the 
Fund.  As such it has responsibility to ensure adequate risk management 
processes are in place.  It discharges this responsibility by ensuring the Fund has 
an appropriate investment strategy and investment management structure in place 
that is regularly monitored.  The creation of an Investment Panel further 
strengthens the governance of investment matters and contributes to reduced risk 
in these areas. 

6 CLIMATE CHANGE 

6.1 The Fund is implementing a digital strategy across all its operations and 
communications with stakeholders to reduce its internal carbon footprint.  The 
Fund acknowledges the financial risk to its assets from climate change and is 
addressing this through its strategic asset allocation to Low Carbon Equities and 
renewable energy opportunities.  The strategy is monitored and reviewed by the 
Committee. 

7 EQUALITIES 

7.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 

8 OTHER OPTIONS CONSIDERED 

8.1 None. 

9 CONSULTATION 

9.1 The Council's Section 151 Officer has had the opportunity to input to this report 
and have cleared it for publication. 

 

Contact person  Liz Woodyard, Group Manager, Funding, Investments & 
Risk; 01225 395306 

Background papers Brunel Client Group papers 

Please contact the report author if you need to access this report in an alternative 
format 
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Access to Information Arrangements 

 
Exclusion of access by the public to Council meetings 

 
 
Information Compliance Ref: LGA 981/20 
 
 
Meeting / Decision: Avon Pension Fund Investment Panel 
 
Date: 11th September 2020 
 
 
Author: Liz Woodyard 
 
Report Title: Brunel Pension Partnership – Update on pooling 
 
Exempt Appendix 1 – Sustainable Equities Portfolio 
Exempt Appendix 2 – Plan for transition of Avon’s assets to Brunel portfolios 
Exempt Appendix 3 – Risk Register for transition of Avon’s assets to Brunel 
portfolios 
Exempt Appendix 4 - Private Debt Portfolio update 
 
The appendices to the report contain exempt information, according to the 
categories set out in the Local Government Act 1972 (amended Schedule 
12A). The relevant exemption is set out below. 
 

 
The public interest test has been applied, and it is concluded that the public 
interest in maintaining the exemption outweighs the public interest in 
disclosure at this time. It is therefore recommended that the exempt 
appendices be withheld from publication on the Council website. The 
paragraphs below set out the relevant public interest issues in this case. 
 
PUBLIC INTEREST TEST 
 
If the Committee wishes to consider a matter with press and public excluded, 
it must be satisfied on two matters. 
 
Firstly, it must be satisfied that the information likely to be disclosed falls 
within one of the accepted categories of exempt information under the Local 

Stating the exemption: 
 
3. Information relating to the financial or business affairs of any particular 

person (including the authority holding that information). 
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Government Act 1972.  Paragraph 3 of the revised Schedule 12A of the 1972 
Act exempts information which relates to the financial or business affairs of 
the organisations which is commercially sensitive to the organisations. The 
officer responsible for this item believes that this information falls within the 
exemption under paragraph 3 and this has been confirmed by the Council’s 
Information Compliance Manager.  
 
Secondly, it is necessary to weigh up the arguments for and against 
disclosure on public interest grounds.  The main factor in favour of disclosure 
is that all possible Council information should be public and that increased 
openness about Council business allows the public and others affected by 
any decision the opportunity to participate in debates on important issues in 
their local area.  Another factor in favour of disclosure is that the public and 
those affected by decisions should be entitled to see the basis on which 
decisions are reached.   
 
The exempt appendices contain information on potential future trades by the 
fund, and include information on costs and structures that may impact the 
ability to procure efficiently in the near future. This information is commercially 
sensitive and would prejudice the commercial interests of the organisation if 
released.  It would not be in the public interest if advisors and officers could 
not express in confidence opinions or proposals which are held in good faith 
and on the basis of the best information available.  
  
It is also important that the Committee should be able to retain some degree 
of private thinking space while decisions are being made, in order to discuss 
openly and frankly the issues under discussion in order to make a decision 
which is in the best interests of the Fund’s stakeholders. 
 
The Council considers that the public interest has been served by the fact that 
a significant amount of information regarding the report has been made 
available – by way of the main report. The Council considers that the public 
interest is in favour of not holding this matter in open session at this time and 
that any reporting on the meeting is prevented in accordance with Section 
100A(5A) 
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Bath & North East Somerset Council 
 

MEETING: AVON PENSION FUND INVESTMENT PANEL 

MEETING 
DATE: 

11 September 2020 AGENDA 
ITEM 
NUMBER 

 

TITLE: Equity Portfolio Review 

WARD: ALL 

AN OPEN PUBLIC ITEM 

 List of attachments to this report:  

 Appendix 1 – Equity Review Brief 

 

1 THE ISSUE 

1.1 One of the actions from the Strategic review which concluded in April 2020 was 
to assess the viability for all the equity assets to be invested in low carbon and 
sustainable solutions.  

1.2 This analysis was delegated to the Investment Panel.  The Panel are asked to 
agree the brief for the review. 

2 RECOMMENDATION 

2.1 That the Panel agrees the brief for the Equity portfolio review. 

3 EQUITY REVIEW BRIEF 

3.1 The Strategic review concluded that the direction of travel for the total allocation 
to equities is for it to be invested in assets that are sustainable and are aligned to 
the transition to the low carbon economy.  

3.2 The current strategic allocation to equities is 37.5%, split as follows: 

a) Low Carbon    10% 

b) Sustainable equities   10% 

c) Global Equity   12% 

d) Emerging Markets   5.5% 

3.3 The review will need to assess the following: 

a) The impact on overall risk and return to ensure there is no unforeseen 
bias or increase in risk 

b) Whether the Emerging Market Equity premium can be adequately 
captured under sustainable or low carbon strategies 

c) Likewise for the potential allocation to Global Small Cap equities which 
was recommended as part of the strategic review to reduce overall risk 

3.4 This review is planned for 2021 so that it can incorporate a number of timing 
issues. Brunel’s Sustainable Equity Portfolio is still in process of being launched 
and better understanding of how this will deliver for the transition to a low carbon 

Page 89

Agenda Item 11



 

economy is needed before an increased allocation can be considered. In 
addition, the IIGCC led project to create a framework for analysing what <20C 
aligned asset portfolios should look like is underway and will progress into 2021.  
As a result of this project, the Fund will have a more informed view as to whether 
the equity portfolios offered by Brunel are aligned with the <20C objective or 
whether it needs to invest in more narrowly defined portfolios. 

3.5 Lastly any changes to the equity portfolio may cause a rebalancing of the equity 
protection strategy if the underlying market exposures vary significantly from the 
current exposure. 

3.6 The proposed scope of the review is set out in Appendix 1. 

4 FINANCIAL IMPLICATIONS 

4.1 The 2020/21 budget provides for advisory costs following the strategic review. 

5 RISK MANAGEMENT 

5.1 The Avon Pension Fund Committee is the formal decision-making body for the 
Fund. As such it has responsibility to ensure adequate risk management 
processes are in place. It discharges this responsibility by ensuring the Fund has 
an appropriate investment strategy and investment management structure in place 
that is regularly monitored. The creation of an Investment Panel further 
strengthens the governance of investment matters and contributes to reduced risk 
in these areas. 

6 CLIMATE CHANGE 

6.1 The Fund is implementing a digital strategy across all its operations and 
communications with stakeholders to reduce its internal carbon footprint.  The 
Fund acknowledges the financial risk to its assets from climate change and 
addresses this through its strategic asset allocation to Low Carbon Equities, 
Sustainable Equities and renewable energy opportunities. The strategy is 
monitored and reviewed by the Committee. 

7 EQUALITIES 

7.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 

8 OTHER OPTIONS CONSIDERED 

8.1 None. 

9 CONSULTATION 

9.1 The Council’s Section 151 Officer has had the opportunity to input to this report 
and have cleared it for publication. 

Contact person  Liz Woodyard, Group Manager, Funding, Investments & 
Risk; 01225 395306 

Background papers  

Please contact the report author if you need to access this report in an alternative 
format 
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Appendix 1 

Outline of Equity Portfolio Review  

Session 1 - Q1 2021 Panel 

1) Recap of current portfolio objectives, with focus on climate change/RI goals 

2) Summary of current portfolio on look through basis, including regional/sector 
split, carbon exposure. 

3) Discussion on whether current objectives are sufficient, or where the 
Committee might want to go further (e.g. broader focus on sustainability) 

4) Analysis of approaches that can be considered including: 

a. Developments in RI indexation and Brunel’s portfolios/plans 

b. Whether the current low carbon passive solution satisfies our aims or 
whether there are more progressive indices out there that are 
investable and factor in things such as scope 3 emissions 

c. Whether our climate change objectives could be achieved through 
investing in sustainable equities alone and how a shift out of a 
passive approach in favour of going fully sustainable might impact 
risk. 

d. Implications of an increase to low carbon and sustainable equites 
ahead of the formation of a Paris aligned portfolio (and any offering 
Brunel put forward here) – is it still viable as an interim solution? 

e. The impact of Brunel’s engagement on active portfolios to date to 
reduce carbon and increase sustainability. 

5) Other areas to consider, such as small cap and EM allocation, including RI 
implications. 

6) Agreement on future portfolio objectives and potential allocation changes to 
consider. 

 
Session 2 - Q2 2021 Panel 

1) Reaffirm on equity portfolio objectives. 

2) Analysis of 2-3 alternative equity portfolios that meet these objectives with 
comparison versus current portfolio in terms of risk/return, look through split, 
carbon exposure, etc. 

3) Implementation/cost considerations, including Brunel equity portfolios, QIF 
allocation options and equity protection strategy. 

4) Agreement on direction of travel and implementation plan to recommend to 
Committee. 

This plan is subject to timing change if work done by Brunel on Paris aligned 
portfolios or changes to the Brunel portfolios offered may affect our conclusions or 
provide alternative options.   
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Bath & North East Somerset Council 
 

MEETING: AVON PENSION FUND INVESTMENT PANEL 

MEETING 
DATE: 

11 September 2020 

TITLE: Review of Investment Performance for Periods Ending 30 June 2020 

WARD: ALL 

AN OPEN PUBLIC ITEM  

List of attachments to this report: 

Appendix 1 – Fund Valuation 

Appendix 2 – Mercer Performance Monitoring Report 

Appendix 3 – Brunel Quarterly Performance Report 

 
1. THE ISSUE 

1.1.  This paper reports on the performance of the Fund’s investment managers and 
seeks to update the Panel on routine aspects of the Fund’s investments. The 
report contains performance statistics for period ending 30 June 2020. 

1.2. The report focuses on the performance of the individual investment managers 
and the implementation of the investment strategy. The full performance report 
with aggregate investment and funding analysis will be reported to the Committee 
meeting on 25 September 2020. 

1.3. This quarter the Mercer risk monitoring report that usually forms Exempt 
Appendix 4 to this report (and covers the performance of the Liability Driven 
Investing and Equity Protection Strategies) is included in Item 9 – Annual Review 
of Risk Management Strategies. 

 

2. RECOMMENDATION 

2.1. Notes information as set out in the reports. 

2.2. Identifies any issues to be notified to the Committee. 

 

3. FINANCIAL IMPLICATIONS 

3.1. The returns achieved by the Fund for the three years commencing 1 April 2019 
will impact the next triennial valuation which will be calculated as at 31 March 
2022. The returns quoted are net of investment management fees. 
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4. INVESTMENTS UPDATE 

A – Fund Performance 

4.1. The Fund’s assets increased by £489m (c.10.9%) in the quarter ending 30 June 
2019 giving a value for the investment Fund of £4,955m. Appendix 1 provides a 
breakdown of the Fund valuation and allocation of monies by asset class and 
managers. 

4.2. The second quarter of this year saw a strong rebound in markets. Risk assets, 
with the exception of property, performed strongly as a whole and defensive 
assets delivered low single digit returns, Sterling weakened marginally over the 
quarter against the US Dollar, Yen and Euro. Further information on asset class 
performance can be found on page 9 of Appendix 2. 

4.3. The Fund’s overall performance relative to benchmarks is unavailable at the time 
of publishing. Full performance data will be reported to the Pensions Committee 
on 25 September 2020. 

B – Investment Manager Performance 

4.4. A detailed report on the performance of each investment manager has been 
produced by Mercer – see pages 22 to 41 of Appendix 2. 

4.5. Brunel reports on the performance of the assets they manage on behalf of the 
Fund.  The report for each Brunel portfolio can be found in Appendix 3.  Mercer 
continue to provide quarterly commentary and analysis of all the Fund’s 
mandates and at the strategic total fund level. 

4.6. Manager total returns over the quarter were positive for all assets, with the 
exception of the property mandates. Equities in particular performed strongly due 
to co-ordinated central bank action. The Fund’s DGF, Multi-Asset Credit and 
Fund of Hedge Funds strategies also performed well. Over the year, returns were 
mixed as some managers were not able to recover all of the losses incurred 
earlier in the year. Of the mandates with a 3-year track record most outperformed 
their respective benchmarks and performance targets with property mandates 
again the exception.  

 C – Risk Management Framework Quarterly Monitoring Report 

4.7. A detailed report of the performance of the Fund’s risk management strategies is 
presented in Exempt Appendix 1 to Item 9: Annual Review of Risk Management 
Strategies.   

 
5. INVESTMENT STRATEGY AND PORTFOLIO REBALANCING 

5.1. Asset Class Returns versus Strategic Assumptions: Developed market equity 
returns over the last 3 years were 8.8% p.a., ahead of the assumed strategic 
return of 8.1% p.a. on the same basis. The 3-year return from emerging market 
equities was 4.6%; below the assumed 3-year return of 8.7%. Over the 3-year 
period index-linked gilts returned 7.6% p.a. versus an assumed return of 2.2%. 
The 3-year UK property return of 3.9% p.a. lags its assumed return of 5.75%, due 
to continued recent uncertainty. 

5.2. Rebalancing: There was no rebalancing activity during the quarter. 

5.3. Private Markets Investments: At 30 June 2020 34% of the Fund’s cycle 1 
£115m commitment to Brunel’s renewable infrastructure portfolio had been 
deployed and 32% of the Fund’s £345m commitment to the secured income 
portfolio had been deployed. The pace of capital deployment across both asset 
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classes has slowed due to managers deferring acquisitions as a result of the 
pandemic. The current best estimate suggests further capital will not be called 
until late 2020 for the long-lease property funds. Capital calls are expected to 
resume sooner for the infrastructure portfolio. The operational infrastructure 
element of the secured income portfolio has not been affected to the same extent 
as the long-lease property assets and the Fund’s entire commitment of £94m to 
the underlying manager has been called following the acquisition of a renewable 
energy plant. 

5.4. Responsible Investment (RI) Activity: During the quarter Brunel published their 
first Responsible Investment and Stewardship Outcomes Report, which 
evidences policy commitments on ESG risk integration, engagement and 
stewardship activities. The report seeks to meet the requirements of the new 
Financial Reporting Standards – Stewardship Code 2020 as well as the EU 
Shareholder Rights Directive and has been critical in forming the framework for 
our own Responsible Investment Annual Report, which will be reported to 
Committee at their next meeting.  

5.5. Elsewhere, the shareholder resolution that Brunel co-filed with ShareAction 
requesting that Barclays publish a plan to phase out the provision of financial 
services to non-Paris aligned oil and gas companies led to the company publicly 
stating an ambition to become net zero by 2050. The shareholder resolution itself 
won significant minority support.  

5.6. Human capital, a priority theme for the Fund, was the subject of two new 
engagement initiatives targeting workplace mental health and modern-day 
slavery. Specifically, Brunel joined investors representing $2.2tn in co-signing 
letters to FTSE100 companies asking that formal mental health workplans are 
established during the period of disruption brought about by the pandemic. 
Secondly, the Find it, Fix it, Prevent it campaign backed by the Principles for 
Responsible Investment, undertakes engagement with an aim to push for better 
public policy to facilitate effective corporate action on modern day slavery, to 
promote better processes for addressing slavery across supply chains and to 
develop better data for investors to act on modern day slavery. The initiative has 
so far received the backing of investors representing £3.5tn.  

5.7. Finally, Brunel released their annual Carbon Metrics report which revealed that 
Brunel listed equity portfolios in aggregate are 15.4% more efficient in terms of 
carbon intensity than the broader market; Brunel’s work on climate change has 
been recognised as they were named ‘Pension Fund of the Year’ at the recent 
Environmental Finance Sustainable Investments Awards. 

5.8. Voting and Engagement Activity: Hermes engaged with 425 companies held 
by Avon in the Brunel segregated portfolios on a range of 1,135 ESG issues. 
Environmental topics featured in 16.7% of engagements, 80% of which related 
directly to climate change. Social topics featured in 14.7% of engagements, 
where human capital, human rights and diversity featured prominently. Of the 
51.1% of Governance related engagements most focussed on executive 
remuneration and board diversity. Over the last quarter Hermes made voting 
recommendations at 394 meetings (5,622 resolutions). At 232 meetings they 
recommended opposing one or more resolutions. Over 60% of the issues 
Hermes voted against management on comprised board structure and 
remuneration. Aggregate voting data across all the Fund’s investment managers 
will be reported to Committee at their next meeting.   
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5.9. Revised Strategic Benchmark: Following the conclusion of the 2019/20 
investment strategy and the resultant asset allocation changes, Officers have 
been working with Mercer and the Fund’s Custodian to revise the strategic 
benchmark that the Fund uses to benchmark total performance and identify 
where its managers are either adding or detracting value. To date the Fund’s 
Custodian has not been able to factor the Fund’s currency overlay programme 
into the strategic benchmark, which means aggregate level reporting is presented 
both including and excluding currency hedging in order to highlight the impact of 
the currency hedge and show performance relative to a like-for-like benchmark.  
Separately, the return from the LDI mandate, up until this point, has been 
manually added back into the strategic benchmark by Mercer. Due to the highly 
customised nature of the LDI mandate the Custodian has historically been unable 
to source an accurate proxy for the strategy and going forwards will use the 
change in the NAV as we seek to simplify the performance reporting process and 
ensure the greatest degree of consistency between the Fund’s asset allocation 
and the strategic benchmark. These changes have been agreed and will be 
adopted from 3Q20. Officers and Mercer continue to work with the Custodian to 
explore options for integrating the Fund’s FX overlay programme into the 
strategic benchmark in a cost-efficient manner. The revised composite 
benchmark can be seen in the below table:  

Asset Class Benchmark used Weight 

Global Equity MSCI World 12.00% 

Global sustainable 
equity 

MSCI ACWI 10.00% 

Low carbon passive 
equity 

MSCI World LC Target 10.00% 

EM Equities MSCI Emerging Markets TR GD 5.50% 

Diversified Returns GBPSONIA+4% 10.00% 

MAC GBP3MLIBOR +4% 6.00% 

UK Property 
MSCI/AREF UK Quarterly Property 

Fund Index 3.75% 

Overseas Property 
MSCI Global Quarterly Property Fund 

Index 3.75% 

Secured Income CPI+2% 10.00% 

Core Infrastructure GBP3MLIBOR+5%  5.00% 

Renewable 
Infrastructure 

CPI+4% 
5.00% 

Private Debt GBP3MLIBOR +4% 5.00% 

Corp Bonds Custom 2.00% 

LDI Custom 12.00% 

FX Hedge TBC -- 

Total -- 100.00% 

 

6. RISK MANAGEMENT 

6.1. The Avon Pension Fund Committee is the formal decision-making body for the 
Fund. As such it has responsibility to ensure adequate risk management 
processes are in place.  It discharges this responsibility by ensuring the Fund has 
an appropriate investment strategy and investment management structure in 
place that is regularly monitored. The creation of an Investment Panel further 
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strengthens the governance of investment matters and contributes to reduced 
risk in these areas. 

 

7. EQUALITIES 

7.1. A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 

8. CLIMATE CHANGE 

8.1. The Fund is implementing a digital strategy across all its operations and 
communications with stakeholders to reduce its internal carbon footprint in line 
with the Council’s Climate Strategy.  The Fund acknowledges the financial risk to 
its assets from climate change and is in the process of addressing this through its 
strategic asset allocation to Low Carbon Equities and renewable energy 
opportunities.  The strategy is monitored and reviewed by the Committee. 

 

9. OTHER OPTIONS CONSIDERED 

9.1. None 

10. CONSULTATION 

10.1. The Council's Monitoring Officer and Section 151 Officer have had the 
opportunity to input to this report and have cleared it for publication. 

Contact person  
Nathan Rollinson, Investments Manager (Tel. 01225 395357) 

Background papers Data supplied by Mercer, Brunel & State Street Performance 
Measurement 

Please contact the report author if you need to access this report in an 
alternative format 
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APPENDIX 1

Brunel 

Portfolios

 Cash 

Management 

Strategy 

QIF

Funds of 

Hedge 

Funds

MAC
Infra-

stucture

Currency 

Hedging

In House 

Cash
TOTAL

Avon Asset 

Mix %

All figures in £m Multi BlackRock BlackRock Jupiter (SRI)
Schroder 

Global
JP Morgan Pyrford Ruffer Loomis

Schroder  

(UK)

Partners 

(Overseas)
IFM Record General Cash

Equities

UK 167.4 164.6 332.0 6.7%

Emerging Markets 233.1 233.1 4.7%

Global Developed Markets 468.5 497.3 13.2 979.0 19.8%

Global Low Carbon 596.4 596.4 12.0%

Equity Derivatives¹ 13.1 15.5 28.6 0.6%

Total Overseas 1298.0 510.4 13.2 1821.6 37.1%

Total Equities 1465.4 510.4 177.8 15.5 2169.1 43.8%

Exchange-Traded Funds 45.8 45.8 0.9%

DGFs 226.9 419.5 646.4 13.0%

Hedge Funds 260.0 260.0 5.2%

MAC 294.0 294.0 5.9%

Property 209.7 212.2 421.9 8.5%

Infrastructure 338.9 338.9 6.8%

Renewable Infrastructure 39.9 39.9 0.8%

Secured Income 110.4 110.4 2.2%

LDI Assets & Bonds

LDI Assets 357.9 357.9 7.2%

Corporate Bonds 131.6 131.6 2.7%

Total Bonds 489.5 489.5 9.9%

Cash 0.9 11.8 7.5 14.6 136.9 171.7 3.5%

FX Hedging -32.1 -32.1 -0.6%

TOTAL 1615.7 45.8 1000.8 189.6 7.5 260.0 226.9 419.5 294.0 224.3 212.2 338.9 -16.6 136.9 4955.1 100.0%

¹ Negative equity values mean the equity protection strategy in the BlackRock QIF has detracted from overall performance

Property

AVON PENSION FUND VALUATION - 30 JUNE 2020

Active Equities DGFs
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✕
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✕ ✕
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Fund

(%)

B'mark

(%)

Relative

(%)

Fund

(%)

B'mark

(%)

Relative

(%)

Fund

(% p.a.)

B'mark

(% p.a.)

Relative

(% p.a.)

BlackRock Equity 19.8 19.8 0.0 3.4 3.8 -0.4 8.6 8.6 0.0 - Target met

BlackRock Corporate Bonds 13.6 13.6 0.0 10.5 10.5 0.0 7.3 6.4 +0.9 - Target met

BlackRock LDI 20.8 20.8 0.0 -21.4 -21.4 0.0 -3.4 -3.4 0.0 - Target met

Brunel UK Equity 11.7 10.2 +1.4 -13.3 -13.0 -0.3 N/A N/A N/A +2 N/A

Jupiter UK Equity 8.5 10.2 -1.5 -11.8 -13.0 +1.4 -3.4 -1.6 -1.8 +2 Target not met

Brunel Passive Low Carbon Equity 19.9 19.9 0.0 7.1 7.2 -0.1 N/A N/A N/A - N/A

Jupiter Global Sustainable Equity 18.5 19.8 -1.1 13.0 5.7 +6.9 N/A N/A N/A +2-4 N/A

Brunel Global High Alpha Equity 24.0 20.0 +3.3 N/A N/A N/A N/A N/A N/A +2-3 N/A

Brunel Emerging Market Equity 18.8 18.6 +0.2 N/A N/A N/A N/A N/A N/A +2-3 N/A

Loomis Sayles 12.4 1.1 +11.2 0.6 4.7 -3.9 N/A N/A N/A - N/A

Pyrford 6.2 1.2 +4.9 2.6 6.2 -3.4 1.6 7.6 -5.6 - Target not met

Ruffer 7.0 1.3 +5.6 8.1 5.8 +2.2 N/A N/A N/A - N/A

JP Morgan 7.2 1.2 +5.9 7.6 5.1 +2.4 5.5 5.1 +0.4 - Target met

Schroder UK Property -1.5 -2.0 +0.5 -2.5 -2.6 +0.1 3.7 3.4 +0.3 +1 Target not met

Partners Property -7.5 2.5 -9.8 -2.2 10.0 -11.1 2.7 10.0 -6.7 - Target not met

IFM 1.4 1.2 +0.2 -1.5 5.0 -6.2 11.3 4.8 +6.3 - Target met

Brunel Infrastructure 7.9 0.0 +7.9 12.1 0.6 +11.4 N/A N/A N/A +4 N/A

Brunel Secured Income 1.0 0.0 +1.0 -0.3 0.6 -0.9 N/A N/A N/A +2 N/A

Manager/

Asset Class

3 Year 

Performance vs 

Target

3 Months 1 Year 3 Year 3 Year 
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Target (% p.a.)
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7.2%

7.6%

5.1%

●

●
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•

•

Cash 4%

Credit 10%

Long / Short 
Equities 31%

Merger Arbitage / Event 
Driven 4%

Opportunistic / Macro
19%

Relative Value
32%

Basic Materials 2%

Capital Goods 6%

Consumer Cyclicals13%

Consumer Staples 5%Energy 1%

EQ Index Other
24%

Financial 8%

Healthcare 18%
Technology 12%

Telecom
10%

Utilities 1%
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United States
46%

United Kingdom
15%

Mexico
12%

Austria
3%

Spain
5%

Turkey
3%

Poland
3%

Canada
2%

Peru
2%

Other
10%

Toll Roads 33%

Airports 12%

Pipelines 16%

Marine Terminals 12%

Liquified Natural Gas
10%

Water & Wastewater 8%

Ports 6%

Steam & Hot Water Supply 2% Telecommunications 1%
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•

•

•

•

P
age 148



P
age 149



P
age 150

http://www.mercer.com/














P
age 151













P
age 152



P
age 153









P
age 154



P
age 155



P
age 156



Brunel Portfolios Performance Report for Quarter Ending 30 June 2020

Information Classification: Public

P
age 157



Contents

Page 3     -    About Brunel and News

Page 4     -    Executive Summary

Page 5     -    Market Summary - Listed Markets Equities

Page 7     -    Market Summary – Head of Private Markets

Page 9     -    Responsible Investment & Stewardship Review

Page 12     -    High Level Performance of Pension Fund

Page 13     -    Asset Allocation of Pension Fund

Page 15     -    High Level Performance of Pension Fund - Risk Summary

Page 16     -    Brunel Portfolios Overview

Page 32     -    Glossary of Terms

Page 38     -    Brunel Committees and Groups

Forging better futures
Information Classification: Public

Avon Pension Fund

Brunel Portfolios Performance Report for Quarter Ending 30 June 2020

Page 2 of 41

P
age 158



About Brunel and News

We are delighted to confirm that Brunel Pension Partnership has been awarded Environmental Finance’s Pension Fund of the Year award. This is in
recognition of the successful efforts of the partnership to take strong and effective leadership on responsible investment. The award caps off a year of
responsible investment milestones for the partnership, during which it has put into practice the policies and ambitions of more than 300 client stakeholders
on a range of sustainability themes. Drawing on their guidance, Brunel has engaged with over 130 asset manager, and reviewed over 530 investment
strategies, ensuring that the pension funds are allocated in accordance with partnership priorities.

The policies that were laid out in detail in the partnership’s climate policy, published in January 2020, received widespread recognition for the level of
ambition shown by you, our clients, in addressing climate risk. This policy is already delivering real-world impact, as Brunel uses it to challenge the asset
management industry “to build a financial system which is fit for a carbon-zero future”.

Implementing those ambitions is key. On this front, the Responsible Investment and Stewardship Outcomes report showed that all of Brunel’s active portfolios
now have a carbon intensity at least 7% lower than their respective benchmarks, and that we are meeting our portfolio targets for gender diversity.

Laura Chappell, CEO of Brunel, said: “Our clients have high ambitions for strong returns by investing in a world worth living in, and the Brunel Pension
Partnership is proving it can help deliver those goals. This outcomes report reflects on a critical year that has seen successful outcomes in a wide range of
sustainability themes from climate change to cost transparency. Partnership remains key to our success, and many of the achievements disclosed in our first
report came from working with our clients and asset managers on environmental, social and governance issues. As the COVID-19 crisis has shown,
managing these risks is crucial to protect the future interests of our Clients and their beneficiaries.”

In other activities:
• The passing of Barclays’ climate resolution commits it to align all of its financing activities with the Paris Agreement. Almost 100% voted in favour,
demonstrating clear shareholder backing for its ambition to become a net zero bank by 2050. This resolution came about as a direct result of intensive
shareholder engagement over the past year, including the first ever shareholder climate resolution at a major European bank, which Brunel Pension
Partnership co-filed in December.
• We have partnered with StepStone to develop a discretionary infrastructure vehicle dedicated to our clients and to your strategies and values. We look
forward to now launching the Cycle 2 Brunel Infrastructure Portfolio and to a long and productive relationship with StepStone.

Finally, the18th to 24th May was Mental Health Awareness Week, which has never felt more important . As the world continues to grapple with the new
challenges around COVID-19 and lockdown, we must also continue to invest in the people around us by promoting mental wellbeing. Advocating for
mental health awareness is something we are proudly passionate about at Brunel. We firmly believe in the importance of investing in our staff, and that
means taking care of their overall wellbeing – both professionally and personally.

Looking to the future, we will be faced with continuing challenges to adapt to a post-pandemic world, recognising that one size won’t fit all and working
flexibly to support our staff and our clients during this transition. Now, more than ever, mental health is something we all must work together to remain vigilant
on.
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Executive Summary

Performance of Pension Fund

The Fund delivered a small under performance against its strategic benchmark in the quarter. The 3
month GBP performance was 8.56%, which was -0.19% behind the strategic benchmark. Over 1 year, the
Fund has returned -0.95%, -4.44% behind the strategic benchmark.

Key Points:

• 8.56% Absolute Net Performance Q2
• -0.19% Relative Performance vs Strategic benchmark Q2
• -0.95% Absolute Net Performance 1Y
• -4.44% Relative Performance vs Strategic benchmark 1Y

Fund Specific Events

• Blackrock Risk Management Framework completely transitioned into the Brunel reporting framework.

Total
(GBPm)

 31 Mar 2020 4,492

 30 Jun 2020 4,955

 Net cash inflow (outflow) 73

Total Fund Valuation

Mar Jun
0%
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20%
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40%

50%
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70%

80%

90%

100%

Assets Transitioned to Brunel

GBP 2,252m GBP 2,616m
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Market Summary – Listed Markets

S&P500 – Price and Earnings Decouple
Source: FactSetEquity markets recuperated following the most significant sell off witnessed since the global financial

crisis of 2007/8. Equity markets across the globe posted double-digit returns, taking investors by surprise
given the ongoing economic stagnation caused from COVID-19. Many market participants continue to
remain sceptical of the decoupling between company earnings and prices, as evidenced by the
S&P500 increasing in GBP terms by +2.9% YTD despite 12-month forward earnings collapsing by almost -
20% over the same period.

Oil prices showed increased turbulence during April, with West Texas Intermediate (WTI) – a proxy for
both US and international prices – falling to -$40 a barrel for some near-expiry contracts in the futures
market. The evaporation of demand caused by the coronavirus led to a global lack of availability in
storage capacity. Prices recovered by the end of the quarter, with WTI pricing at +$39 a barrel by
quarter end, a return of over +90% since the end of Q1 2020.

UK Equities
• UK Equities had a strong quarter. The FTSE All share – a proxy for the UK equity market - returned roughly
10% in GBP. This was the best quarter observed since 2013 yet it still significantly lagged its global peers,
like the United States, by over 10%.
• Basic Materials was the stand-out performing sector over the quarter, appreciating by 27%. Large
benchmark names such as Glencore rose by 38%, clearly benefitting from the strong recovery in
commodity prices. Industrials also had a strong quarter, rising by 19%.
• Oil & Gas continued to struggle as a sector, falling by -7.7% over the quarter. Significant gains from
smaller companies in this sector were offset by losses at oil giants like BP. The company slashed $17.5bn
off the value of its oil and gas assets after taking a pessimistic view on longer term oil prices in mid-June.
BP’s share price fell approximately 8% over the quarter.

Forging better futures
Brunel Portfolios Performance Report for Quarter Ending 30 June 2020

Avon Pension Fund

Information Classification: Public

Page 5 of 41

P
age 161



Market Summary – Listed Markets

Emerging Markets – Main Market vs
Momentum Source: FactSet

Global Developed Equities
• Global Developed equities, proxied by MSCI World, increased by 20% in GBP terms over the quarter,
which is the strongest quarterly performance seen since the aftermath of the global financial crisis in
2009. The United States was one of the standout performers over this period, appreciating by 22%.
• Hong Kong equities continued to struggle following Beijing’s sweeping new security law, which
continues to threaten the autonomy of the territory. The quarterly return from Hong Kong equities within
MSCI World was 9.6%, the second lowest out of all countries in the index.
• Technology stocks continued to impress on the quarter, with the sector appreciating by 32% in GBP
terms. Large constituents such as Apple and Microsoft were up 44% & 30% respectively. Defensive sectors
such as Utilities and Consumer Discretionary significantly lagged the broader benchmark return,
increasing approximately by 7% and 9% respectively.

Emerging Markets
• Emerging markets enjoyed a strong rebound in Q2 2020, the MSCI Emerging markets index rose by
almost 19% in GBP terms. Performance dispersion at country level lingered on from last quarter, with
country returns ranging from +44% to +7%. Argentina was the strongest performer, rising +44%. South
Africa also rebounded by approximately 28% following a 36% fall last quarter. China - the largest country
constituent – managed to keep pace with most countries in the index, returning almost 16% over the
quarter. China remains the standout performer on a year to date basis, ending the quarter around 11%
up for the year.
• Health Care was the strongest sector over the last quarter, rising approximately 38% in GBP terms,
making it by far the best performing sector year to date. Financials continued to struggle relative to
other sectors following a 26% decline in Q1 2020; total return in Q2 2020 was approximately 8% in GBP
terms, significantly behind the broader benchmark return of almost 19%.
• High momentum stocks in emerging markets were well rewarded in Q2 2020. The rebound in prices
observed in Q2 2020 was most significant in the stocks that performed best in Q1 2020. The top 20% of
performers in Q1 2020 outperformed the benchmark by over 8% in Q2 2020. The bottom 20% of
performers also outperformed the benchmark, but by a much lower margin of approximately 4.5%.

Forging better futures
Brunel Portfolios Performance Report for Quarter Ending 30 June 2020

Avon Pension Fund

Information Classification: Public

Page 6 of 41

P
age 162



Market Summary – Head of Private Markets

Photo by Dina Lydia on UnsplashOverview
During the second quarter of 2020, the global recession deepened, countries were locked down, but
also many parts of the world re-emerged from lockdown. Barring a potential second wave of Covid19,
the worst economic impact has taken place, but property, infrastructure and private equity portfolios will
continue to reflect the consequences of the first half of the year in their performance for Q3, year-end
and even into 2021.

Infrastructure
Following a pandemic-driven hit to many infrastructure sectors, namely transport and energy, the true
effect of Covid19 is now starting to be reflected in funds’ performance across managers globally.
Virtually no company globally anticipated the extent to which Covid19 would disrupt markets and
societal behaviour, as many assets that proved resilient in previous troughs have behaved differently in
the face of government-enforced social distancing measures. Managers who were thinking more
strategically, with a long-term sustainable focus in their funds, will be the ones that survive.

Much can be learnt about the robustness of supply chains bearing in mind climate change risks and a
potential future virus outbreak. Brunel’s strategy of focusing on the sustainability of its selected funds has
proven more valuable than ever. Considering ESG in a portfolio is not only about protecting clients from
environmentally harmful assets or encouraging better social and governance practices, but it is the key
to stable, robust and long-term strong performance. The Brunel portfolio is heavily invested in renewable
energy funds with long-term contracted revenues. It has no exposure to fossil fuels and has a small
exposure to transport assets. The Cycle 1 StepStone vehicle deployment has been carefully managed, to
avoid exposure to pre-Covid19 pricing assets which are anticipated to underperform and we are
monitoring the activity of managers closely across sectors, sharing the lessons learnt from this market
turmoil and the mitigating actions they are putting in place to ensure the future resilience of their
portfolios.
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Market Summary – Head of Private Markets

Photo by Mihály Köles on UnsplashPrivate Equity
The private equity market continued to be affected by Covid-19. The public market had a remarkable
quick recovery but the economic was sluggish with different countries experiencing varying degrees of
success in reopening the economy while keeping the virus under control.

The disparity caused mixed views among GPs. Some GPs were cautious while others were active, seeing
this as a window of opportunity to acquire good assets. It was reported that top 10 GPs by deal activities
had deployed $40bn between March and June this year. The deal value from these GPs represented
more than 1/3 of the total deal value made by all PE firms in the last quarter of 2019. Hence, the large
GPs such as KKR, Bain, Hellman & Friedman, etc had been very active since Covid-19, compared to
others. It pointed to a shift in sentiment from the large GPs, which focused on portfolio management
during the early part of the pandemic but starting to invest in deals again.

Property
The lockdown measures in March led to a sharp decline in UK commercial property investment. 2Q 2020
was the weakest quarterly investment figure ever recorded, at around £3bn (1Q’s transaction value:
£15.4bn). Physical inspections have now resumed and £2.5bn worth of transactions are in the pipeline,
though overseas investors represent a smaller proportion of investment activity (35%) in the UK market this
year. Most UK balanced funds still carry a Material Uncertainty Clause for their 2Q valuation until there is
more transactional evidence. With UK total returns over the next four years forecast to be around 3% -
3.8% (annualised) the sector retains its attractions (vs a 0.2% 10-year gilt yield). Investors, driven by
minimal global bond yields, continue to search for low-risk, asset-backed long-income streams within
commercial and residential property.
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Responsible Investment & Stewardship Review

#TALKABOUTBLACK
Source: Diversity Project

Barclays UK HQ
source: https://commons.wikimedia.org/wiki/File:Barclays_CW.jpg

Walking the talk
We were delighted to publish our 2020 Responsible Investment and Stewardship Outcomes Report at the
begining of June. The report, which evidences of policy commitments on ESG risk integration,
engagement and stewardship activities, is one of the first reports to explicity seek to meet the
requirements of the new Financial Reporting Standards – Stewardship Code 2020 as well as the EU
Shareholder Rights Directive. Policy makers globally are ramping up the expectations on disclosure but
we are well placed to not only meet them but deliver best practice.

Climate Governance - Barclays Shareholder Resolution
In December Brunel co-filed a shareholder resolution at Barclays, the first climate change resolution to
ever be filed at a European bank. Since filing Brunel, alongside ShareAction the lead filer, engaged with
Barclays and other shareholders. The positive pressure of shareholders led to a significant step by the
bank, who in April, put forward a proposed “ambition to become net zero by 2050”. While Barclays’ own
resolution set out an overarching 2050-ambition encompassing all financing across all sectors, the
shareholder resolution ensures a greater focus on short- and medium-term actions needed in order to
achieve that long-term goal. Both proposals were put to vote at the May annual general meeting,
Barclays proposal passed, but we were pleased to see that votes for the shareholder resolution (23.95%)
exceeded the 20% threshold that requires the bank to consult with shareholders and explain the views
received and actions taken publicly within six months. We will continue to engage constructively to
ensure that Barclays delivers on its commitments and takes real action to align its financing with the
needs of the low carbon transition.

#TALKABOUTBLACK
In May the world witnessed an outpouring of emotions in response to the death of George Floyd in
America and the subsequent protests globally. This shone a spotlight on the racial inequality which
persists today. #TALKABOUTBLACK, a workstream of the Diversity project looks to address the under-
representation of black talent by developing a sustainable pipeline of black leaders in the asset
management industry. The workstream launched the #IAM campaign to get the industry talking about
this important topic. Stewardship Manager, Helen Price, shared her personal thoughts in a blog: #IAM
#TALKABOUTBLACK. Brunel will continue to engage on this throughout the year. Within the investment
industry representation and engagement is woefully lacking and engagement has not been to the same
ferocity as other aspects of diversity. Although Brunel includes ethnic diversity in it’s Stewardship policy,
we will be reviewing what further steps we can take and continuing to engage on this issue.
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Responsible Investment & Stewardship Review

Environmental Finance Award Winner

Human CapitalHuman Capital – tackling mental health and modern day slavery
We joined two engagement initiatives within our theme of Human Capital – workplace mental health
and modern day slavery. Along with other investors, representing £2.2 trillion, we co-signed letters to the
CEO’s of all FTSE 100 companies asking that formal mental health workplans are established during the
period of disruption bought about by the Covid crisis. Before the pandemic mental health was costing
UK businesses between £33 billion and £42 billion every year[1] as well as having devastating social
consequences. The Covid crisis will undoubtably escalate both the financial and social costs of poor
mental health.

We joined a modern day slavery engagement programme called Find it, Fix it, Prevent it alongside
investors representing £3.5 trillion. The programme, which is backed by the Principles for Responsible
Investment and supported by NGO’s and academics, undertakes engagement with an aim to:
1. Push for better public policy to facilitate effective corporate action of modern slavery;
2. Promote better policies and processes for addressing slavery across supply chains; and
3. Develop better data for investors to act on modern day slavery
[1] Stevenson/Farmer (2017), Thriving at Work, The Stevenson / Farmer review of mental health and
employers

Climate transparency – Brunel’s Carbon Metrics
Our Carbon Metrics Report details a number of key carbon metrics for each Brunel Portfolios as well as a
Brunel Aggregate Portfolio. The Brunel Aggregate Portfolio consists of the underlying Brunel Portfolios
weighted by assets under management as of 31 December 2019. The Partnership’s work on climate
change was a strong contributing element of our winning Environmental Finance Sustainable Investment
Awards – Pension Fund of the Year.

Looking at the Weighted Average Carbon Intensity (WACI), the Brunel Aggregate Portfolio is less carbon
intensive than its custom benchmark, with a relative efficiency of 15.4%. All of the Brunel Active Portfolios
have a lower carbon intensity than their respective benchmarks, many substantially lower. All achieved
at least 7% below their respective benchmarks. The report also shows that Companies within the Brunel
Aggregate Portfolio that fully disclose their carbon data is 56% as a carbon weighted measure – and 64%
on an investment weighted basis. Disclosure continues to be a key focus area of our engagement
programme.

See the graphs below for more portfolio by portfolio details. We will continue to develop our Carbon
Metrics reporting.
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Responsible Investment & Stewardship Review
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High Level Performance of Pension Fund

Ann. Performance Fund Strategic BM Excess

3 Month 8.56% 8.75% -0.19%

Fiscal YTD 8.56% 8.75% -0.19%

1 Year -0.95% 3.49% -4.44%

3 Years 3.38% 5.54% -2.16%

5 Years 5.61% 7.62% -2.01%

10 Years 7.67% 8.68% -1.01%

Since Inception 8.18%

Performance of Fund Against Benchmark Rolling Quarters Total Fund Net of Mgr. Fees

Fund Benchmark Fund Cum. Benchmark Cum.

Q
3 2

018

Q
4 2

018

Q
1 2

019

Q
2 2

019

Q
3 2

019

Q
4 2

019

Q
1 2

020

Q
2 2

020

-8.0%

-4.0%

0.0%

4.0%

8.0%

12.0%

Key Drivers of Performance

Over the second quarter of 2020, the Fund delivered a positive absolute return however slightly underperformed its strategic benchmark. Highlights during the
period were:

• All three actively managed Brunel equity portfolios exceeded their benchmarks in the quarter.
• The Passive Low Carbon marginally lagged its benchmark
• The key Brunel portfolio driver of performance in the quarter was Global High Alpha which returned 24.04%, beating the benchmark by more than 4%.
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Asset Allocation of Pension Fund

Legacy Assets, 47.21%

Brunel Secured Income, 2.23%

Brunel Infrastructure, 0.81%

Blackrock Risk Management, 20.18%

Brunel UK Active Equity, 3.38%

Brunel Emerging Market Equity, 4.70%

Brunel Global High Alpha Equity, 9.45%

Passive Low Carbon Equities, 12.04%

Asset Allocation Split
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Asset Allocation of Pension Fund

-8.0% -7.0% -6.0% -5.0% -4.0% -3.0% -2.0% -1.0% 0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 7.0% 8.0%

Schroder - Property

IFM Infrastructure

Loomis Multi Asset

JP Morgan Fund of Hedge Funds

Partners ex Cash

Cash

UK Equities

Developed Overseas Equities

Emerging Markets Equities

Diversified Growth

Blackrock ETF

Brunel Infrastructure

Brunel Secured Income

Blackrock Corporate Bond Strategy

Allocation Against Strategic Benchmark

Forging better futures
Brunel Portfolios Performance Report for Quarter Ending 30 June 2020

Avon Pension Fund

Information Classification: Public

Page 14 of 41

P
age 170



High Level Performance of Pension Fund – Risk Summary

Ann. Return Benchm. Return

Brunel Emerging Market Equity -1.86% 0.62%

Brunel Global High Alpha Equity 11.04% 2.63%

Brunel UK Active Equity -3.33% -3.01%

Passive Low Carbon Equities 8.24% 8.36%

Manager Level Performance (Transitioned) – Since Initial Investment

Ann. Return Standard
Deviation

Benchm.
Return

Benchm. Std.
Dev.

Avon Total ex Curr Hedging 3.87% 6.52% 5.54% 6.34%
IFM Infrastructure 9.13% 8.68% 5.49% 0.31%
JP Morgan Fund of Hedge Funds 5.86% 8.90% 3.60% 0.17%
Jupiter - UK Equities -3.36% 14.98% -1.56% 14.47%
Partners ex Cash 4.16% 9.07% 4.68% 0.06%
Pyrford Diversified Growth 1.62% 4.04% 7.60% 1.45%
Record Equitisation -1.71% 14.28% -1.72% 14.14%
Schroder - Property 5.76% 3.68% 3.37% 3.18%
Schroder Equity 10.29% 10.09% 8.49% 13.55%
TT International - UK Equities 0.07% 8.32% -1.56% 14.47%
Avon Pension Fund 3.38% 6.39% 5.54% 6.34%

Manager Level Performance (Pre-Transition) – 3 Year
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Brunel Portfolios Overview

Portfolio Benchmark AUM
(GBPm)

Perf.
3 Month

Excess
3 Month

Perf.
1 Year

Excess
1 Year

Perf.
3 Year

Excess
3 Year

Perf.
5 Year

Excess
5 Year

Perf.
SII*

Excess
SII*

Initial
Investment

Brunel Emerging Market
Equity MSCI EM TR Gross 233 18.77% 0.17% -1.86% -2.48% 09 Oct 2019

Brunel Global High
Alpha Equity MSCI World TR Gross 469 24.04% 4.08% 11.04% 8.41% 15 Nov 2019

Brunel UK Active Equity FTSE All Share 167 11.67% 1.50% -13.34% -0.35% -3.33% -0.33% 21 Nov 2018

Passive Low Carbon
Equities

MSCI World Low
Carbon Target 596 19.88% -0.06% 7.10% -0.07% 8.24% -0.12% 11 Jul 2018
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Passive Low Carbon Equities

Description

Provide exposure to equity returns
and global economy with low
exposure to carbon emissions and
fossil fuels.

Portfolio is invested in global
equities in accordance with Low
Carbon index.

High

High absolute risk with very low
tracking error.

Overview

 Portfolio
 Objective:

 Liquidity:

Investment
Strategy & Key
Drivers:

Risk/Volatility:

Total Fund
Value: £1,032,515,591

Ann. Performance Fund BM Excess

 3 Month 19.88% 19.94% -0.06%

 Fiscal YTD 19.88% 19.94% -0.06%

 1 Year 7.10% 7.17% -0.07%

 3 Years

 5 Years

 10 Years

 Since Inception 8.24% 8.36% -0.12%

Performance to Quarter End Rolling Performance*

Fund Benchmark Benchmark Cum. Fund Cum.

Q
3 2
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Q
4 2

018

Q
1 2

019

Q
2 2

019

Q
3 2

019

Q
4 2
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Q
1 2

020

Q
2 2

020

-15.00%

-12.00%

-9.00%

-6.00%

-3.00%

0.00%

3.00%

6.00%

9.00%

12.00%

15.00%

18.00%

21.00%

• The fund and index have both performed positively following negative performance in the first quarter of 2020 due to the impacts of the coronavirus.

• The Passive Low Carbon Equities fund has performed in line with the MSCI World Low Carbon Target Benchmark (19.88% vs 19.94%).

• All sectors have performed positively, with Information Technology, Consumer Discretionary and Healthcare the three main contributors to return. On a
geographic basis, no countries have detracted significantly from performance over the period with almost all countries and regions performing strongly. The
US is the largest contributor to performance, being both the largest constituent of the benchmark and returning 21.9% over the period.

• Fund performance since the start of 2020 is positive overall, and in line with benchmark (1.53% vs 1.56%).

* Partial returns shown in first quarter
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Passive Low Carbon Equities – Region & Sector Exposure

Mkt. Val.(GBP)

APPLE INC 60,837,878

MICROSOFT CORP 56,168,207

AMAZON.COM INC 44,835,140

FACEBOOK INC-CLASS A 21,062,067

ALPHABET INC-CL C 17,351,386

ALPHABET INC-CL A 15,538,825

JOHNSON & JOHNSON 14,336,215

VISA INC-CLASS A SHARES 12,959,461

NESTLE SA-REG 12,726,495

PROCTER & GAMBLE CO/THE 11,639,487

JPMORGAN CHASE & CO 10,725,645

UNITEDHEALTH GROUP INC 10,514,969

HOME DEPOT INC 10,492,920

MASTERCARD INC - A 10,361,453

INTEL CORP 9,953,820

ROCHE HOLDING AG-GENUSSCHEIN 9,182,244

NVIDIA CORP 8,992,467

BERKSHIRE HATHAWAY INC-CL B 8,978,674

VERIZON COMMUNICATIONS INC 8,716,355

AT&T INC 8,575,938

Top 20 Holdings

0% 7% 14% 21% 28% 35% 42% 49% 56% 63% 70%

North America  67.01%

Western Europe  21.12%

East Asia & Pacific  11.38%

Middle East & North Africa    0.29%

Latin America & Caribbean    0.20%

Regional Exposure

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% 22% 24% 26%

Consumer Non-cyclical  24.38%

Financial  17.48%

Technology  16.87%

Communications  13.33%

Industrial    9.61%

Consumer Cyclical    9.54%

Basic Materials    3.19%

Utilities    2.72%

Energy    2.60%

Cash    0.18%

Diversified    0.07%

Funds    0.03%

Sector Exposure
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Passive Low Carbon Equities – Responsible Investment
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Brunel UK Active Equity

Description

Provide exposure to UK Equities,
together with enhanced returns
from manager skill.

Skilled managers will create
opportunities to add long term
value through stock selection and
portfolio construction.

Managed level of liquidity. Less
exposure to more illiquid assets.

High absolute risk with moderate
relative risk, around 4% tracking
error.

Overview

 Portfolio
 Objective:

 Liquidity:

Investment
Strategy & Key
Drivers:

Risk/Volatility:

Total Fund
Value: £1,427,039,873

Ann. Performance Fund BM Excess

 3 Month 11.67% 10.17% 1.50%

 Fiscal YTD 11.67% 10.17% 1.50%

 1 Year -13.34% -12.99% -0.35%

 3 Years

 5 Years

 10 Years

 Since Inception -3.72% -3.45% -0.27%

Performance to Quarter End Rolling Performance*

Fund Benchmark Benchmark Cum. Fund Cum.
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Notwithstanding the strongest quarterly return since 2013 in absolute terms, UK equities (proxied by the FTSE All share) have still not recovered the value lost in
the drawdown in late Feb and March 2020 when markets were first impacted by the Covid 19 crisis. Despite the strong absolute returns this quarter,
uncertainty remains, and UK equities continue to underperform global equity markets significantly on both a quarterly and annual basis.

The Fund outperformed the FTSE All share this quarter by +1.5%, recovering the underperformance of last quarter, but remains marginally behind the
benchmark since inception. Key points:

• The FTSE All-Share Index posted returns of +10.2% in the quarter, underperforming the global stock market which, as represented by the MSCI ACWI Index,
returned +19.8%. This underperformance versus global markets widens when you look over the last 12 months with the FTSE All-Share Index returning -13.0%
and the MSCI ACWI Index +5.7%.

• Both allocation and stock selection contributed positively to the quarterly relative outperformance of the Fund. The underweight to Oil and Gas benefitted
the Fund, with stock selection particularly strong in Financials and Consumer Services.

* Partial returns shown in first quarter

Forging better futures
Brunel Portfolios Performance Report for Quarter Ending 30 June 2020

Avon Pension Fund

Information Classification: Public

Page 20 of 41

P
age 176



Brunel UK Active Equity

Continued Commentary

• The Fund’s position in Shell was reduced materially over the quarter with Baillie Gifford selling their holding entirely and ASI materially reducing their holding.
In general, trading activity has been slightly higher than average as managers move to re-position their portfolios. We have also seen managers participate
selectively in a number of small equity raisings by companies since the Covid crisis.

• Fund outperformance over the quarter was driven by strong performances from Baillie Gifford and ASI, with both demonstrating positive stock selection.
Invesco were marginally behind benchmark for the quarter.

• Since inception, the fund has returned -3.7% on an annualised basis, underperforming the benchmark by -0.3%.
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Brunel UK Active Equity – Region & Sector Exposure

Mkt. Val.(GBP)

BRITISH AMERICAN TOBACCO PLC 64,924,310

GLAXOSMITHKLINE PLC 59,506,195

ASTRAZENECA PLC 46,816,160

RELX PLC 45,884,777

UNILEVER PLC 45,214,513

PRUDENTIAL PLC 43,958,024

BHP GROUP PLC 42,861,684

RIO TINTO PLC 39,094,702

DIAGEO PLC 33,382,182

HSBC HOLDINGS PLC 27,077,040

BP PLC 25,512,908

AUTO TRADER GROUP PLC 24,334,286

VODAFONE GROUP PLC 24,159,490

LEGAL & GENERAL GROUP PLC 23,370,948

ROYAL DUTCH SHELL PLC-B SHS 23,030,419

RIGHTMOVE PLC 20,943,639

ROYAL DUTCH SHELL PLC-A SHS 20,283,496

HIKMA PHARMACEUTICALS PLC 19,025,810

BAE SYSTEMS PLC 18,757,565

INTERMEDIATE CAPITAL GROUP 17,712,783

Top 20 Holdings

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Western Europe  94.92%

East Asia & Pacific    3.00%

Middle East & North Africa    1.61%

Europe & Central Asia    0.27%

Sub-Saharan Africa    0.14%

North America    0.07%

Regional Exposure

0% 3% 6% 9% 12% 15% 18% 21% 24% 27% 30%

Consumer Non-cyclical  31.86%

Financial  21.44%

Consumer Cyclical  10.75%

Basic Materials    8.26%

Industrial    7.54%

Communications    7.33%

Energy    5.94%

Technology    2.65%

Utilities    1.96%

Funds    1.56%

Cash    0.70%

Sector Exposure
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Brunel UK Active Equity – Responsible Investment
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Brunel Emerging Market Equity

Description

Provide exposure to emerging
market equities, targeting excess
returns and enhanced risk control
from leading managers.
A geographically diverse
portfolio, typically expected to
achieve higher long-term growth
rates than developed economies.

Managed liquidity. Less exposure
to more illiquid assets

High absolute risk with moderate
to high relative risk, around 5%
tracking error.

Overview

 Portfolio
 Objective:

 Liquidity:

Investment
Strategy & Key
Drivers:

Risk/Volatility:

Total Fund
Value: £1,176,947,844

Ann. Performance Fund BM Excess

 3 Month 18.77% 18.60% 0.17%

 Fiscal YTD 18.77% 18.60% 0.17%

 1 Year

 3 Years

 5 Years

 10 Years

 Since Inception -4.42% -2.32% -2.10%

Performance to Quarter End Rolling Performance*

Fund Benchmark Benchmark Cum. Fund Cum.
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Emerging markets staged a very strong recovery following the severe market downturn observed in Q1 2020. Returns were the strongest seen since the
aftermath of the Global Financial Crisis almost 11 years ago. The recovery was also broad based, with 24 out of the 26 country constituents in the MSCI
Emerging Markets Index returning more than 10% in Q2 2020 in GBP terms. China continued to surprise on the upside, keeping pace with other countries and
returning almost 16% despite the large outperformance observed in the first 3 months of the year. China remains by far the standout performer on a year to
date basis, returning over 11% in GBP terms. The benchmark has lost -3% over the same period. Taiwan is the only other market to remain in positive territory
on a year to date basis, returning 5.5%.

Key Points:
• The portfolio produced positive performance on an absolute and relative basis. The portfolio returned 18.8% over the quarter, outperforming the
benchmark by 0.2% in GBP terms.

• Genesis and Wellington have both had a strong quarter vs benchmark, outperformance was 0.9% and 1.0% respectively. Ninety-One had a tougher
quarter, underperforming the benchmark by -1.0%.

* Partial returns shown in first quarter
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Brunel Emerging Market Equity

Continued Commentary

• Relative performance remains negative on a since inception basis, the portfolio is -2.1% behind benchmark as at quarter end. All three managers are
lagging the benchmark over this period; Genesis, Ninety-One and Wellington underperformed the benchmark by -2.4%, -1.7% and -0.9% respectively.

• China was a strong contributor to relative performance this quarter, contributing around +100bps towards relative performance. The improvement in
performance from China was driven entirely by strong stock selection, which was observed across all three managers. The significant negative allocation
impacts from Q1 2020 did not reverse in Q2. The portfolio remains underweight China, currently -4% vs benchmark.
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Brunel Emerging Market Equity – Region & Sector Exposure

Mkt. Val.(GBP)

TENCENT HOLDINGS LTD 76,053,450

ALIBABA GROUP HOLDING-SP ADR 67,775,781

TAIWAN SEMICONDUCTOR MANUFAC 56,032,200

SAMSUNG ELECTRONICS CO LTD 33,643,920

AIA GROUP LTD 20,709,941

SBERBANK PJSC -SPONSORED ADR 17,685,316

WULIANGYE YIBIN CO LTD-A 14,940,223

HDFC BANK LTD-ADR 13,552,291

PING AN INSURANCE GROUP CO-H 12,960,260

CHINA CONSTRUCTION BANK-H 12,437,045

ISHARES MSCI INDIA ETF 12,209,075

NETEASE INC-ADR 11,752,441

SAMSUNG ELECTRONICS-PREF 11,002,824

NASPERS LTD-N SHS 10,809,959

BID CORP LTD 10,678,341

YANDEX NV-A 10,409,718

MEDIATEK INC 10,404,197

INFOSYS LTD-SP ADR 10,011,846

CHINA MENGNIU DAIRY CO 9,923,356

CSPC PHARMACEUTICAL GROUP LT 9,047,865

Top 20 Holdings

0% 7% 14% 21% 28% 35% 42% 49% 56% 63% 70%

East Asia & Pacific  67.84%

Latin America & Caribbean    8.98%

Europe & Central Asia    6.51%

Western Europe    6.09%

Sub-Saharan Africa    4.27%

South Asia    2.96%

North America    2.74%

Middle East & North Africa    0.60%

Regional Exposure

-2% 0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% 22% 24%

Communications  23.55%

Financial  19.14%

Consumer Non-cyclical  18.02%

Technology  16.48%

Consumer Cyclical    7.78%

Industrial    4.34%

Basic Materials    3.72%

Energy    2.54%

Funds    1.54%

Cash    1.47%

Utilities    1.20%

Diversified    0.24%

Fx    -0.00%

Sector Exposure
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Brunel Emerging Market Equity – Responsible Investment
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Brunel Global High Alpha Equity

Description

Provide global equity market
exposure together with excess
returns from accessing leading
managers.
In order to achieve the best
returns, Managers are likely to
have high conviction,
concentrated portfolios, and to

Managed liquidity. Less exposure
to more illiquid assets

High absolute risk with moderate
to high relative risk, around 5-6%
tracking error

Overview

 Portfolio
 Objective:

 Liquidity:

Investment
Strategy & Key
Drivers:

Risk/Volatility:

Total Fund
Value: £3,013,755,342

Ann. Performance Fund BM Excess

 3 Month 24.04% 19.96% 4.08%

 Fiscal YTD 24.04% 19.96% 4.08%

 1 Year

 3 Years

 5 Years

 10 Years

 Since Inception 12.68% 4.27% 8.42%

Performance to Quarter End Rolling Performance*

Fund Benchmark Benchmark Cum. Fund Cum.
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In the short period since launch in Dec 2019, global equity markets have experienced the most significant sell-off since the global financial crisis of 2007/08
followed by the strongest quarterly performance this quarter since that time, reflecting the impact the Covid 19 crisis has had on global equity markets.
Developed equity markets (proxied by MSCI World) returned 20% this quarter and returns continue to be driven by a small subset of very large cap growth
companies.

Against this backdrop, the Fund has continued to perform well this quarter, providing a relative outperformance of +4.1% above the benchmark, delivering
+8.4% outperformance since inception.

Key points:
• This quarter saw a continuation (if slightly less extreme) of the dispersion in returns at stock level and between sectors and countries experienced last
quarter.

• The quarterly relative outperformance was driven by both allocation and stock selection. The largest overweight (Consumer Discretionary) and largest
underweight (Utilities) both contributed materially to relative performance, with stock selection strongest in Healthcare and Communication Services

* Partial returns shown in first quarter
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Brunel Global High Alpha Equity

Continued Commentary

over the quarter.

• Manager performance varied widely too over the quarter, as one would expect given the individual manager style characteristics and the level of
dispersion in the market. Baillie Gifford’s outperformance has been a significant contributor to Fund returns. Such outperformance reflects their strategy to
identify long term growth companies.

• The Fund was rebalanced towards the end of the quarter to return manager allocations to target. This was in response to the allocation to Baillie Gifford
reaching the upper rebalancing threshold as a result of their strong performance since inception. The rebalance helps maintain the style balance and risk
profile within the portfolio.
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Brunel Global High Alpha Equity – Region & Sector Exposure

Mkt. Val.(GBP)

MASTERCARD INC - A 95,288,406

MICROSOFT CORP 89,779,721

KEYENCE CORP 81,099,745

MOODY'S CORP 71,450,548

ALPHABET INC-CL A 70,465,102

AMAZON.COM INC 62,519,578

NESTLE SA-REG 61,300,925

ALIBABA GROUP HOLDING-SP ADR 56,073,801

TENCENT HOLDINGS LTD 54,918,776

TJX COMPANIES INC 53,967,018

ASML HOLDING NV 51,666,865

FACEBOOK INC-CLASS A 48,587,334

JOHNSON & JOHNSON 48,581,329

TAIWAN SEMICONDUCTOR-SP ADR 46,340,558

TESLA INC 43,893,839

MSCI INC 36,957,333

VERISK ANALYTICS INC 35,977,420

ROCHE HOLDING AG-GENUSSCHEIN 33,807,614

ABBOTT LABORATORIES 32,901,739

GENMAB A/S 32,362,480

Top 20 Holdings

0% 6% 12% 18% 24% 30% 36% 42% 48% 54% 60%

North America  55.06%

Western Europe  27.59%

East Asia & Pacific  16.37%

South Asia    0.56%

Sub-Saharan Africa    0.34%

Latin America & Caribbean    0.08%

Regional Exposure

0% 3% 6% 9% 12% 15% 18% 21% 24% 27%

Consumer Non-cyclical  26.70%

Communications  16.41%

Technology  13.63%

Industrial  13.47%

Financial  11.82%

Consumer Cyclical  11.28%

Basic Materials    4.21%

Cash    1.91%

Energy    0.56%

Fx    -0.00%

Sector Exposure
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Brunel Global High Alpha Equity – Responsible Investment
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Glossary of Terms

 Term  Previously referred as  Meaning

 Absolute return

 Allocation

 Alternative Investment Fund (AIF)

A fund manager that is authorised (full scope AIFM) or registered (if they
manage AIFs with assets under management below certain thresholds) to
manage AIFs such as hedge funds, private equity, real estate funds.

 Alternative Investment Fund Managers (AIFM)

 Annualised

Measures the impact of decisions to allocate assets differently from the
benchmark.
An Alternative Investment Fund such as a hedge fund, private equity, real
estate fund and other funds focused on alternative asset classes.

Figures expressed as applying to one year.

The actual return, as opposed to the return relative to a benchmark.

This is an EU law that requires each AIF managed within the scope of the
Directive to have a single AIFM responsible for ensuring compliance with
the Directive.

 Alternative Investment Fund Managers Directive

 Assets Under Management (AUM)
This measures the total market value of all the financial assets which a
financial institution such as a mutual fund, venture capital firm, or
brokerage house manages on behalf of its clients and themselves.

 Attribution Identifies the drivers of performance relative to the fund benchmark. The
relative return is decomposed into two areas; Allocation and Selection.

An investment vehicle and fund manager, based in the UK, that allows
LGPS pension funds or other organisations with money to invest alongside
each other - while keeping a clear record of who owns what.

 Authorised Contractual Scheme (ACS)

Expected return based on market indices as dictated by the fund strategy. Benchmark Return

Board of executive and non-executive directors, leading the Brunel
company.

 Brunel Manager
 Brunel Board

Brunel Pension Partnership - The FCA-authorised investment manager entity
that manages the pooled investments. Brunel

The Executive Directors are responsible for overseeing the delivery of the
Brunel objectives. Brunel Executive Directors (ED)

.

 (AIFMD)

 Board
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Glossary of Terms

 Meaning Previously referred as Term

One of the eight LGPS Pools in England & Wales. A FCA regulated
company, wholly owned by the Administering Authorities, and responsible
for implementing the asset allocation strategies of the Brunel Funds by
investing Fund assets within defined 'portfolios'.  In particular, it will research
and select the investment funds needed to meet the requirements of the
detailed Strategic Asset Allocations.  These investment funds will be
operated by professional external investment managers.

 Brunel Pension Partnership Limited (Brunel)

Brunel Pension Partnership [c£30bn: Avon, Buckinghamshire, Cornwall,
Devon, Dorset, Environment Agency, Gloucestershire, Oxfordshire,
Somerset, Wiltshire]
A corporate officer primarily responsible for managing the financial risks of
the corporation. This officer is also responsible for financial planning and
record-keeping, as well as financial reporting to higher management. In
the Local Authorities this is the S151 officer.

 Chief Finance Officer (CFO)

The chief lawyer of the legal department, usually in a company or a
governmental department who minimizes its legal risks by advising the
company's other officers and board members on any major legal and
regulatory issues the company confronts, such as litigation risks. In the Local
Authorities this is the Monitoring Officer.

 Chief Legal Officer (CLO)

A corporate officer primarily responsible for managing the financial risks of
the corporation. This officer is also responsible for financial planning and
record-keeping, as well as financial reporting to higher management. In
the Local Authorities this is the S151 officer.

 Chief Finance Officer (CFO)

This is an investment scheme wherein several individuals come together to
pool their money for investing in a particular asset(s) and for sharing the
returns arising from that investment as per the agreement reached
between them prior to pooling in the money.

 Collective Investment Scheme (CIS)

.

 Creation, Amendment and Deletion policy (CAD Brunel procedure for creation, amendment and deletion of portfolios
 Cross Pool Collaboration Group (CPCG) A collaborative group across the eight UK LGPS pools
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Glossary of Terms

 Meaning Previously referred as Term

Auditors, appointed to provide internal audit services to Brunel Deloitte
The weighted average time to payment of cashflows (in years), calculated
by reference to the time and amount of each payment. It is a measure of
the sensitivity of price/value to movement in yields.

 Duration

A subset of non-financial performance indicators used by investors to
evaluate corporate behaviour and to determine the future financial
performance of companies.

 Environment, Social and Governance (ESG)

Finance and Legal Assurance Group (with membership of each AAs
equivalent to Chief Finance Officer (CFO) and Chief Legal Officer (CLO))
will sponsor the changes in the Funds and the arrangements for
governance of the Brunel company.

 Finance and Legal Assurance Group (FLAG)

This is a financial regulatory body in the United Kingdom, which operates
independently of the UK government and is financed by charging fees to
members of the financial services industry.

 Financial Conduct Authority (FCA).

 Freedom Of Information Request (FOI)
The Freedom of Information Act (FOIA ) gives individuals the right to
request access to recorded information held by public sector
organisations.

 Fund Manager An organisation that provides investment products

Strategic, financial, economic, commercial and management case. Full Business Case (FBC)

 FundRock

FundRock is a leading third party UCITS Management Company,
Alternative Investment Fund Manager, Authorised Corporate Director and
Authorised Contractual Scheme (ACS) Operator. FundRock serves as
Brunel’s ACS operator.

 Fund Return
The total return achieved by the fund or asset class over the period. The
return is obtained using the following equation on a monthly basis:
((capital gain/loss + income) / average balance) * 100

 Grant Thornton Auditors appointed to provide external audit services to Brunel

 INALYTICS An investment transition advisor procured by Brunel to initially advise on the
passive equities transition
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Glossary of Terms

 Meaning Previously referred as Term

The Institutional Investors Group on Climate Change (IIGCC) is a forum for
investors to collaborate on climate change. IIGCC’s mission is to mobilise
capital for the low carbon future by amplifying the investor voice and
collaborating with business, policymakers and investors. IIGCC provides
investors with a collaborative platform to encourage public policies,
investment practices, and corporate behaviour that address long-term risks
and opportunities associated with climate change.

 Institutional Investors Group on Climate Change

The contract with a fund manager Investment Management Agreement (IMA)

 Replaces the
A document that replaces the Statement of Investment Principles under
the 2016 LGPS (Management and Investment of Funds) Regulations.
Administering Authorities are required to prepare and maintain an ISS
documenting how the investment strategy for the fund is determined and
implemented, including its approach to pooling.

 Investment Strategy Statement (ISS)

The process of a business identifying and verifying the identity of its clients.
The term is also used to refer to the bank regulation which governs these
activities.

 Know Your Customer (KYC)

Investment management firm Legal & General Investment Management (LGIM)

.

 Local Government Association (LGA)

This is an organisation which comprises local authorities in England and
Wales. The LGA seeks to promote better local government; it maintains
communication between officers in different local authorities to develop
best practice. It also represents the interests of local government to
national government.

 Local Authority Pension Funds Investments (LAPF) A magazine for local authority pension investment specialists.
The collaborative shareholder engagement group for local authority
pension funds. The Forum provides a unique opportunity for Britain's local
authority pension funds to discuss investment issues and shareholder
engagement.

 Local Authority Pension Fund Forum (LAPFF)

 Local Government Pension Scheme (LGPS)
This is a nationwide scheme and is a valuable part of the pay and
rewardpackage for employees working in local government or working for
otheremployers participating in the Scheme and for some councillors.

 (IIGCC)

 Statement of
 Investment Principles
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Glossary of Terms

 Meaning Previously referred as Term

The Scheme is administered locally for participating employers through 99
regional pension funds Local Government Pension Scheme (LGPS)

 Draft LGPS
Regulations 2016 (Investment Regulations) that came into effect 1
November 2016.

 LGPS (Management and Investment of Funds)

A move toward investment fee transparency and consistency, and part of
the government’s criteria for pooling investments. LGPS Code of Transparency (Transparency Code)

The impact of the assets producing returns different to those assumed
within the actuarial valuation basis, excluding the yield change and
inflation impact.

 Market volatility

The rate of return on an investment including the amount and timing of
cashflows. Money-weighted rate of return

.

 Fund Portfolio The grouping of the asset types to be available for funds. For example,
Global Equities Core, Hedge funds, UK Gilts, LDI.

 Portfolio group The higher level category of asset types. For example, equities, alternatives,
fixed interest.

 MiFID

MiFID is the European Union (EU) legislation that regulates firms who provide
services to clients linked to ‘financial instruments’ (shares, bonds, units in
collective investment schemes and derivatives), and the venues where
those instruments are traded. MiFID applied in the UK from November 2007,
and was revised by MiFID II, which took effect in January 2018. MiFID II is
made up of MiFID (2014/65/EU) and the Markets in Financial Instruments
Regulation (MiFIR - 600/2014/EU).

 Markets in Financial Instruments Directive II (MiFID II)

The return on a fund compared to the return on index or benchmark. This is
defined as: Return on Fund minus Return on index or Benchmark. Relative return

Measures the impact of performance at asset class or manager level in
relation to the overall fund. Selection

 Regulations 2016 (Investment Regulations)
 (Management and
 Investment of Funds)
 Regulations 2016
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Glossary of Terms

 Term  Previously referred as  Meaning

 Time-weighted rate of return

 Yield (Gross Redemption Yield)
The return expected from a board if held to maturity. It is calculated by
finding the rate of return that equates the current market price to the value
of future cashflows.

The rate of return on an investment removing the effect of the amount and
timing of cashflows..
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Brunel Committees and Groups

 Full name  Abbreviation  Chair  Purpose

 Audit, Risk & Compliance Committee  ARC  Patrick Newberry

 To oversee key functions of the Regulated Company, including:
            -   Financial and Annual reporting

            -   Compliance and whistleblowing
            -   Internal controls

            -   External audit function

 Brunel Investment Committee  BIC  Mark Mansley (CIO)
            -   Responsible Investment update
            -   Stakeholder input (from CRT)

            -   Procedures
            -   Investment proposals (private and listed mkts)

            -   Forward look

 Brunel Investment Risk Committee  BIRC  Mark Mansley
 To provide challenge and insight in respect of investment risks and
 exposures. This will include oversight of portfolio guidelines and monitoring.

 Brunel Oversight Board  BOB  Ray Theodolou (Glos)

The senior client group that oversees Brunel on behalf of the funds. It is
made up of representatives from each of the Pension Committees and an
independent Chair. It is a joint committee set up by the Brunel
Administering Authorities (i.e. the 9 Councils, with the Environment Agency
being included on terms recognising its non-local authority status). Acting
for the Administering Authorities, has ultimate responsibility for ensuring that
the Brunel company delivers the services required to achieve asset
pooling. This body of people represents shareholders for the purposes of
any matter requiring shareholder approval, including any reserved
matters.

 Brunel Operations Committee  BOC  Joe Webster             -   HR policies
            -   Technology and infrastructure

            -   Regulatory change (and compliance with)

 Formal meeting of the Brunel Investment Team, covering:
            -   Economic and Markets update

 To review the detailed elements of Brunel’s operations, including:

.

Forging better futures
Brunel Portfolios Performance Report for Quarter Ending 30 June 2020

Avon Pension Fund

Information Classification: Public

Page 38 of 41

P
age 194



Brunel Committees and Groups

 Full name  Abbreviation  Chair  Purpose

 Brunel Operations Committee  BOC  Joe Webster
            -   Finance
            -   Managing supplier relationships
            -   ICAPP oversight

 Brunel Risk and Compliance Committee  BRCC  Kevin Jones

 Client Group  CG  Sean Collins

 The Executive Committee  ExCo  Laura Chappell

 Remuneration Committee  RemCo  Denise Le Gal

 Second line review overseeing the Compliance and Risk function
 Sub-committee of the Brunel Oversight Board (see above), it is responsible

The core responsibility of ExCo is to oversee delivery of the Brunel

 In line with the Shareholders Agreement, to set and monitor remuneration

 Chief Investment Officer
 Chief Operations Officer
 Client Relationship Director

 policy including that for senior management remuneration.

 for the client oversight of the Brunel manager on a day to day basis. It
 includes people with finance and investment management expertise.

objectives. The Executive Committee comprises:
 Chief Executive Officer

.
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Disclaimer

This material is for information only and for the sole use of the recipient, it is not to be reproduced, copied or shared. The report was prepared
utilising agreed scenarios, assumptions and formats.

Brunel accepts no liability for loss arising for the use of this material and any opinions expressed are current (at time of publication) only. This
report is not meant as a guide to investing or as a source of specific investment recommendations and does not constitute investment research.

Certain information included in this report may have been sourced from third parties. While Brunel believes that such third party information is
reliable, Brunel does not guarantee its accuracy, timeliness or completeness and it is subject to change without notice.

Nothing in this report should be interpreted to state or imply that past performance is an indicator of future performance. References to
benchmark or indices are provided for information only and do not imply that your portfolio will achieve similar results.

Brunel provides products and services to professional, institutional investors and its services are not directed at, or open to, retail clients.

Authorised and regulated by the Financial Conduct Authority No. 790168.
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Bath & North East Somerset Council 
 

MEETING: AVON PENSION FUND INVESTMENT PANEL 

MEETING 
DATE: 

11 September 2020 AGENDA 
ITEM 
NUMBER 

 

TITLE: Forward Agenda 

WARD: ALL 

AN OPEN PUBLIC ITEM 

 List of attachments to this report: Nil 

 

1 THE ISSUE 

1.1 This report sets out the forward agenda for the Panel to end 1Q21.  It is 
provisional as the Panel will respond to issues as they arise and as work is 
delegated from the Committee.   

2 RECOMMENDATION 

2.1 That the Panel notes the Panel forward agenda. 
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3 FINANCIAL IMPLICATIONS 

3.1 There are no financial implications arising from this report.   

4 FORWARD AGENDA 

4.1 The provisional agenda is as follows: 

 

Date Proposed agenda 

11 September 
2020 

Strategic 

• Scope of equity portfolio review  

• Brunel presentation - UK Property Portfolio proposal to transition to 

Brunel 

Monitoring 

• Update on pooling 

• Investment performance 

• Risk Management Framework  

20 November 
2020 

Strategic 

• Dynamic Hedging strategy proposal 

• Low risk corporate bond strategy – updated benchmark outcome 

• Brunel presentation - overview of Listed Market Portfolios 

Monitoring 

• Update on pooling 

• Investment performance 

• Risk Management Framework 

26 February 
2021 

Strategic 

• Review of equity portfolio 

• Brunel presentation - Overview of Private Market Portfolios  

• Decision whether to top up allocation to Private Market portfolios in 

2021 (current cycle)  

• Dynamic Hedging strategy counterparty proposal (if required 

Monitoring 

• Update on pooling 

• Investment performance 

• Risk Management Framework 

28 May 2021 Strategic 

• Review of equity portfolio 

Monitoring 

• Update on pooling 

• Investment performance 

• Risk Management Framework 

10 September 
2021 

Tbc 

19 November 
2021 

Tbc 
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5 RISK MANAGEMENT 

5.1 The Avon Pension Fund Committee is the formal decision-making body for the 
Fund. As such it has responsibility to ensure adequate risk management 
processes are in place. It discharges this responsibility by ensuring the Fund has 
an appropriate investment strategy and investment management structure in place 
that is regularly monitored. The creation of an Investment Panel further 
strengthens the governance of investment matters and contributes to reduced risk 
in these areas. 

6 CLIMATE CHANGE 

6.1 The Fund is implementing a digital strategy across all its operations and 
communications with stakeholders to reduce its internal carbon footprint.  The 
Fund acknowledges the financial risk to its assets from climate change and 
addresses this through its strategic asset allocation to Low Carbon Equities, 
Sustainable Equities and renewable energy opportunities. The strategy is 
monitored and reviewed by the Committee. 

7 EQUALITIES 

7.1 A proportionate equalities impact assessment has been carried out using 
corporate guidelines and no significant issues have been identified. 

8 OTHER OPTIONS CONSIDERED 

8.1 None. 

9 CONSULTATION 

9.1 The Council’s Section 151 Officer has had the opportunity to input to this report 
and have cleared it for publication. 

Contact person  Liz Woodyard, Group Manager, Funding, investments & 
Risk; 01225 395306 

Background papers  

Please contact the report author if you need to access this report in an alternative 
format 
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