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Minutes of the Suffolk Pension Fund Committee Meeting held on 28 November 2016 at 10:30 am in the Rose Room, Endeavour House, Ipswich.
	Present:
	Councillors Andrew Reid (Chairman), Jenny Antill (Vice Chairman), Michael Bond, Peter Byatt, John Field, Michael Gower, Colin Kreidewolf (District Council Representative), Bert Poole, Chris Punt (District Council Representative), Steve Warner (Union Representative).

	Also present:
	

	Supporting officers present:
	Geoff Dobson (Director of Resource Management), Paul Finbow (Corporate Finance Specialist), Ann McPherson (Democratic Services Officer) and Sharon Tan (Specialist Accountant).

	Advisers present:
	Mark Stevens – Independent Professional Advisor
David Walker – Hymans Robertson


Public Participation Session
There were no applications to speak in the Public Participation Session.
Apologies for Absence and Substitutions
There were no apologies.
Declarations of Interest and Dispensations
The following declared a local non-pecuniary interest by virtue of the fact that each was a contributing member toof the Local Government Pension Scheme:
Councillor Andrew Reid
Steve Warner (Union Representative)
Councillor Michael Gower declared a local pecuniary interest by virtue of the fact that he is in receipt of a pension from the Local Government Pension Scheme.
Minutes of the Previous Meeting
The minutes of the previous meeting held on 22 September 2016 were confirmed as a correct record and signed by the Chairman.
Investment Performance Report
The Committee received a report at Agenda Item 5, from David Walker, providing a summary of the assets of the Suffolk Pension Fund and their current allocation against the Fund’s long term investment strategy and detailing the investment performance for the quarter ended 30 September 2016.
The Committee heard that it was a good quarter for the fund, with a rise in asset value. As of 25th November the value of the fund stood at £2.499bn. Monitoring the fund over three years it is stands at 0.4% ahead of benchmark, with markets proving resilient to political outcomes. Property markets had an initial setback, however property valuations have now stabilised. 
Mark Stevens presented a report on the October update from managers. The Committee heard that performance from Winton had been difficult over the last year, the fund producing a negative return of 1.5% for the last twelve months. The main reason for disappointing returns from Winton has been cash equities; these have fallen 4.7% over the last year, despite modest gains over the last quarter. The Chairman asked that Winton be asked for a further explanation of holding a physical position in the light of the stated investment strategy.
BlackRock continues to generate good returns. BlackrockThey highlighted thate fact that the market environment remains very tough to make money.

Decision: The Committee agreed to consider the contents of the report and to review the Fund’s performance in the quarter to 30 September 2016.

Reason for decision: The Committee is required to review the overall investment performance of the Fund and that of its individual Fund Managers on a quarterly basis.

Alternative options: None
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none reported.
ACCESS Pooling Update
The Committee received a verbal update at Agenda Item 6 on the progress of the ACCESS Ggroup. A critical path to establish a formal governance system for the Group in advance of the forthcoming council elections list of dates, events and meetings was circulated to the Committee. The is starting point ed is a meeting  with a meeting on 29 November with Marcus Jones MP (Minister of State for Local Government), concluding with  and went through to March 2017, when the Suffolk County Council meeting in March 2017, which would consider and vote on agreement to the Inter Authority agreement binding the members of the ACCESS Group and concomitant  constitutional changes.
The Government still expect outcomes to be delivered by April 2018.
Decision: The Committee noted the contents of the update.
Reason for decision: The Pension Fund Committee with its agreement, may be has delegating ed  aspects of its responsibilitiesy to the new ACCESS Pooling Group under a formal and legally binding agreement. The approval of the full Council is required for this agreement to be madee investment of the Fund’s assets, so any change must be approved by the Committee.
Alternative options: None
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none reported.
Investment in Ttobacco Sstocks
The Committee received a report at Agenda Item 7 setting out the Fund’s current holding of tobacco stocks, the reasoning behind the investment managers decision to include tobacco stocks in the portfolio and a summaryises of  the legal advice received from Nigel Giffin QC regarding disinvestment from tobacco stocks.
When the original decision was taken in 2015 not to disinvest in tobacco stocks, the Committee agreed that it should be reviewed at a future date. The Committee heard that the advice from Nigel Giffinthe QC had been updated, but still hinged on the fiduciary duty of the Committee and the Investment Managers’ perception of risk- adjusted return. New legislation has caused a slight change in the current advice to include the possibility of involvement in anythe decision by scheme members and employers. However, a prerequisite is for before this could happen, the Committee to exercise its fiduciary duty to maximise financial returnsfiduciary duty must be met.
The Chairman said that if the view of the investment managers was not to favour tobacco stocks ahead of other equity investmentsdifferent, then the opinion of all Fund members would need to be soughtposition would be different. The Committee heard that there had not been any approach made to officers regarding the tobacco issue from Fund members in the last 18 months.
The increase in amount of the investment in tobacco had risen since 2015 as returns haves been high over the period. The Committee were told that no other LGPS ’s Funds had taken the decision to disinvest in tobacco since 2015.
The Chairman asked about the process for selecting counsel. The Committee were informed that Nigel Giffin, QC, was the preferred choice for advice as he had previously been engaged by the Local Government Association to consider LGPS Funds’look at fiduciary duty in relation to wider social, environmental and investment considerations. Nigel Giffin’s, his report LGA report  was being published in April 2014 and the opinion for the Suffolk Fund provided in January 2015. It was confirmed that the Monitoring Officer had reviewed the process of selecting counsel and was satisfied this was in accordance with good practice within the Council.

The following comments from Committee members were recorded;
Councillor Peter Byatt: 
The case for disinvesting from tobacco had fFallen at the first hurdle, as tobacco is a good investment. However, Tthere is both a duty of care to fund members as well as the general public on the issue of health and it was a matter for conscience, as well as investment. He queried the possibility of investing in vaping and was told that tobacco companies are well positioned to change to vaping, if the market changes. He was concerned that Fund members could sue if pensions were reduced due to disinvestment. He was told this was unlikely, as there would be no change to the amount of pension paid. Employers’ contribution rates could possibly change, so any challenge maywould be from them and not from members. Professionals will watch the market and they will change the investment as appropriate

Councillor Jenny Antill
Also reiterated that disinvestment would not affect pensions, but the people of Suffolk would have to pay any shortfall in the Fund via Council Tax, as a result of disinvestment. Holdings have increased, no doubt because it is a good investment, but also as a result of the devaluation of sterlingthe currency effect has also inflated the figure. She also wondered where the line would be drawn – disinvestment in alcohol, fossil fuels etc. If Iit is for fund managers to decide whether tobacco is a good or bad investment. is for the fund managers to decide. Tobacco stocks areis a unique stock and are not  which is not easily replaiceable with other stocks. Tobacco stocks hey are  are of significant size within the market, so it would be a risk not to hold them.

Councillor John Field
Believed other shares were available with a similar return. He pointed out that the cost of disinvestment to the Pension Fund was not quoted in the current report. There is also no estimate of the cost to Suffolk County Council of the result of the people of Suffolk smoking. There clearly is a cost and he would like an estimate of what this may be. However, investment elsewhere in a high yield stock could also be detrimental to the population. He wondered if there were was other QC’s with more speciality in this field.

Councillor Michael Gower
Benefits don’t change for the members, but the risk is transferred to the public. This detrimental impact would hit the taxpayers of Suffolk, ending up with pressures on other things. He told the Committee that Local Authorities had reduced their action on stopping smoking in the last year. What is needed is for Local Authorities to support anti-smoking campaigns and thought the focus should be for given as local politicians  to push  what can be done to increase the campaigns. Disinvestment would have little effect on stopping people smoking.

Councillor Michael Bond
Considered it a difficult subject and originally seconded the motion in 2014 at County Council for a withdrawal from tobacco investment. His personal belief at that time was that it produced poor investment returns and although the value of investment stocks has gone steadily upwards, he believes, in the long term, it will be proved a poor investment. In the UK the government realise £13bn per annum in tax and excise duty on tobacco. He quoted an article from New Zealand which said that the state intends to increase tobacco tax by 46%, so by 2025 New Zealand will essentially be smoke free. A high tax is the most effective means against tobacco addiction. Suffolk County Council are responsible for the health of the people of Suffolk and it is a contradiction to be giving health provision for the victims of smoking, while making money from tobacco investments.

Councillor Colin Kreidewolf
Understands the fiduciary responsibility, but it is incongruous with the policies on health. However, he cannot see grounds for disinvestment currently. He would like to see representations to government to allow release from fiduciary responsibility in this field, as it is at odds with the responsibility forto public health.

Councillor Bert Poole
The remit is to make maximum returns and tobacco companies are legal. To look at it purely in the moral sense is not right. We should rely on the investment managers to tell us when to get out of tobacco. It is a unique stock with high yields.

Steve Warner – Union Representative
Agreed with the comments from Councillor Poole – if the investment worsens, the investment managers will make a change.

Councillor Chris Punt
Policies are needed on anti-smoking. The Council sShould do more as an organisation to stop people smoking, especially in the workplace.

Councillor Andrew Reid
Shared the view on the long term prospect, but the responsibility is as of today. He is mindful of the opinions received and agrees there is a dichotomy between the roles of Suffolk County Council and the Pension Fund Committee. He agreed that the investment would be reviewed as soon as information was received that the investment was not as good.

Decision: The Committee agreed to consider the contents of the report and to continue with its policy not to exclude tobacco investments from the Fund’s investment strategy.
Votes For – 9
Votes Against – 1 (Councillor Michael Bond)
Reason for decision: The Pension Fund has a fiduciary duty to invest in assets in the best interests of the members and beneficiaries and exercised in a manner to ensure profitability of the portfolio. Nigel Giffin, QC, having considered recent changes in legislation, remains of theis still of the view that it would be unlawful for the Pension Fund Committee to adopt a policy of disinvestment. Taking that advice into account, the County Council’s monitoring Officer is of the opinion that the Committee should have due regard to the legal advice received and therefore, should not adopt a policy of disinvestment from tobacco stocks.
Alternative options: The Committee may make a decision to exclude tobacco investments from its investment strategy.
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none reported.
Environmental, Social and Governance Policy
The Committee received a report at Agenda Item 8 providing an overview of the environmental, social and governance engagement carried out by its investment managers and a summary of the new regulatory requirements to be included in the Investment Strategy Statement.
The revised policy is to be published by April 2017 and the draft will be presented to the Committee at the meeting on 28 February 2017.
Decision: The Committee agreed to consider the information.
Reason for decision: The Pension Fund is required to include a policy in itsthe new Investment Strategy Statement on how it considers environmental, social, and corporate governance factors when making investment decisions.
Alternative options: None
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none reported.
Management Expenses
The Committee received an Information Bulletin report at Agenda Item 9 providing information on administration costs consisting of expenses incurred by Suffolk County Council as administering authority of the Pension Fund.
Decision: The Committee agreed to note the Bbulletin.
Reason for decision: The Bbulletin contained matters relevant to the Committee under its Terms of Reference.
Alternative options: None
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none reported.
Information Bulletin: Recent Developments
The Committee received an Information Bulletin report at Agenda Item 10 covering Voting Activity, MIFID II, Triennial Valuation and College Insolvency Consultation.
Decision: The Committee agreed to note the Bbulletin.
Reason for decision: The Bbulletin contained matters relevant to the Committee under its Terms of Reference.
Alternative options: None
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none declared.

Forward Work Programme
The Committee received a copy of the Forward Work Programme at Agenda Item 11.
Decision: The Committee agreed to note the Forward Work Programme.
Reason for decision: The Forward Work Programme is a responsibility of the Committee under its Terms of Reference.
Alternative options: None
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none declared.

Exclusion of the Press and Public
Decision: The Committee agreed that the public (including the press) should be excluded from the meeting during the consideration of Agenda Items 13 and 14 on the grounds:
that it involves the likely disclosure of exempt information as referred to under Parts 1 to 3 of Schedule 12A (as amended) of the Local Government Act 1972 (as amended); and 
that in all the circumstances of the case, the public interest in maintaining the exemption outweighs the public interest in disclosing the information.
Alternative Investment Opportunities
The Committee received a presentation at Agenda Item 13 from Andrew Swan, Jo Waldron, Rafael Cerezo and Andy Matthews, M&G Investments.
Cash of approximately £114m is available to the Fund for reinvestment, as a result of redemptions returned from other investments. T and the presentations covered three opportunities to invest:
Infracapital Greenfield – initial later stage development, construction, and/or expansion of long term infrastructure. Raising funds of £1bn Europe wide for 8 to 15 investments, the objective being later stage development construction and/or expansion of long term infrastructure. 
Illiquid Credit Opportunities – investing in illiquid assets. The fund aims to provide a total return of Libor +5% to 6%, net of fees with low volatility. 5-year investment period, during which time maturity assets can be reinvested with a target launch date of December 2016.
Debt Solutions – Pan-European lending, focussing on under-serviced markets. Investment objective of 8%+ IRR net of fees pa. Will provide flexibility to to focus elsewhere than veer away from the mainstream markets. Small fundraising, target up to 350m Euro, allows for selective approach. 
Decision: The Committee agreed to note the presentations and to invest £60m in Infracapital, £25m in Illiquid Credit Opportunities and £25m in Debt Solutions, subject to an agreed fee structure and rebate. Responsibility for agreeing the fee structure and rebate was delegated to the Director of Resource Management in consultation with the Chairman.

Reason for decision: The presentation contained matters relevant to the Committee under its Terms of Reference.
Alternative options: The Committee could decide not to invest.
Declarations of interest: Declarations of Interest are recorded at Minute No: 3 of these minutes.
Dispensations: There were none reported.

Urgent Business
There was none reported

The meeting closed at 13:26.


Chairman
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