
APPENDIX 2 - Avon Pension Fund (the Fund) – draft statutory Investment Strategy Statement (ISS)

Summary of comments provided by the Local Pension Board (LPB) on the draft ISS and responses 
from the Fund

LPB comment/recommendation Fund response/proposal
1. State the Funds compliance with DCLG 

ISS statutory guidance.
Regulatory compliance assessment 
completed and will be provided to LPB. All 
compliant with some areas of partial 
compliance where information on pooling is 
still to be determined.

2. The drafting style and language used 
should be more accessible so to be fully 
understood by fund employers and fund 
members.

As this document represents the Investment 
Strategy of the Fund certain industry related 
terms are unavoidable but will seek to 
amend wording or provide appropriate 
additional explanation following the 2017 
Investment Strategy Review. 
It is however a technical document and is 
drafted as a live document for decision 
makers who have appropriate knowledge. 

3. Governance structures, the process by 
which Funds within the Pool jointly 
procure services and how Administering 
Authorities are to hold BPP Ltd to account 
should be included when finalised

The ISS currently does explain the 
governance arrangements and makes 
reference to the role of the Oversight Board 
and the Client Group. Further detail around 
governance structures and processes of the 
Pool will be provided as and when they have 
been finalised. As a shareholder in BPP the 
Administering Authorities will have 
shareholder rights as determined by the 
Company legal documentation. 

4. The ISS should state the maximum the 
Fund will invest in particular types of 
investments and/or asset classes.

The asset ranges including the maximum are 
stated in the document.  It will be made 
clear that the upper bound of the permitted 
investment range stated on the table on 
page 3/4 of the ISS represents the maximum 
that can be invested in that asset class.

5. The Fund may wish to consider agreeing a 
process with adequate timeline to 
consult LPB and other stakeholders on 
statutory policy statements.

Draft policy documentation will first be 
presented to Pension Committee where key 
stakeholders are fully represented, followed 
by a consultation period (timescale TBD) 
with the LPB before final publication in the 
public domain. The ISS will be presented 
annually (as was the SIP) to Committee to 
review.  It will be updated following any 
substantial changes as required (as was the 
SIP).

6. The extent to which non-financial factors 
will be taken into account in the 
selection, retention and realisation of 
investments should be stated.

It will be updated following the 2017 
Investment Strategy Review 

7. The ISS should state clearly the Funds The  wording will be amended to state the 



targeted investment return and the 
medium and long-term rate of 
investment return required by the Fund 
to achieve 100% funding level.

minimum expected return of CPI+2.2% and a 
16 year time horizon to achieve 100% 
funding, as per the 2016 triennial valuation. 
This will be updated with the results of the 
next triennial valuation.

8. The current investment strategy should 
be reviewed prior to asset pooling and in 
light of the March 2019 triennial 
valuation.

The ISS states that the Investment Strategy 
will be reviewed at least every 3 years or 
sooner where there is significant change in 
markets.  There is ongoing quarterly and 
annual monitoring of the strategy which 
enables the Committee to take advice as to 
whether a review is needed at any time. 

9. Clarity should be given around the 
percentage invested in different 
geographical and economical markets vis-
a-vis developed and developing markets.

The Fund does not employ a strategy that 
allocates to sub-sets of developed and 
developing markets but instead will provide 
details of allocations to UK equities, 
developed overseas equities and emerging 
market equities following the 2017 
Investment Strategy Review.

10. Details of asset classes and investment 
instruments that the Fund has excluded 
or ‘ruled out’ should be offered.

The 2017 Investment Strategy Review will 
include discussion of the range of assets 
reviewed for potential inclusion in the 
portfolio. 

11. The Fund should state how it would 
respond to a significant increase in equity 
markets or a “black swan” event.

Sect. 4 (Investment Strategy) of the ISS 
refers to the Funds ability to rebalance to 
switch from growth to stabilising assets and 
realise the profit opportunistically.

Mercer provides a Value at Risk (VaR) 
analysis in Sect. 5 (Risk Measurement) that is 
designed to assess the impact of a downside 
event with a 5% probability of occurring on 
the Funds funding level.

The Investments Strategy is designed to be a 
long term strategy and withstand volatility 
and various risk scenarios. In the light of 
such events occurring the Fund will review 
the long term strategy where appropriate.

12. The Fund should provide details of 
exclusions.

The Fund does not have an exclusion policy 
but instead seeks to manage such risks by 
incorporating the analysis of these risks in 
the investment decision making processes as 
set out fully in our Responsible Investing 
Policy

13. Does the fund recall stocks lent out to 
exercise its voting rights?

The statement will be amended to clarify 
that the Fund retains the right to recall stock 
to enable voting. 


