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6.2 A small proportion of a pool member’s assets may be invested in local 
initiatives within the geographical area of the pool member or in products 
tailored to particular liabilities specific to that pool member. Local assets should:

 Not normally exceed an aggregate 5% of the value of the pool member’s 
assets at the point of investment.

 Be subject to a similar assessment of risk, return and fit with investment 
strategy as any other investment. 
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7 Infrastructure investment

7.1 Infrastructure investment has the potential to provide secure long term 
returns with a good fit to pension liabilities, and form part of investment 
strategies of authorities. The establishment of the pools was intended to provide 
the scale needed for cost-effective investment in infrastructure, and to increase 
capacity and capability to invest in infrastructure.

7.2 There is no target for infrastructure investment for pool members or 
pools, but pool members are expected to set an ambition on investment in this 
area. Pool companies may provide pool vehicles for investment in UK assets, or 
overseas assets, or both, as required to provide the risk and return profile to 
meet pool member investment strategies. However the Government expects 
pool companies to provide the capability and capacity for pools over time to 
move towards levels of infrastructure investment similar to overseas pension 
funds of comparable aggregate size.

7.3 Pool companies may provide pool vehicles for investment in existing 
(brownfield) or new (greenfield) infrastructure, based on an assessment of the 
benefits and risks in relation to pool member liabilities, and non-financial factors 
where relevant. Pool members may invest in their own geographic areas but the 
asset selection and allocation decisions should normally be taken by the pool 
company in order to manage any potential conflicts of interest effectively, 
maintain propriety, and ensure robust evaluation of the case for investment. 

7.4 For the purpose of producing annual reports, infrastructure assets are 
defined in the Chartered Institute of Public Finance and Accountancy (CIPFA) 
guidance Preparing the Annual Report as follows:

Infrastructure assets are the facilities and structures needed for the functioning 
of communities and to support economic development. When considered as an 
investment asset class, infrastructure investments are normally expected to 
have most of the following characteristics:

 Substantially backed by durable physical assets;
 Long life and low risk of obsolescence;
 Identifiable and reliable cash flow, preferably either explicitly or implicitly 

inflation-linked;



 Revenues largely isolated from the business cycle and competition, for 
example, through long term contracts, regulated monopolies or high 
barriers to entry;

 Returns to show limited correlation to other asset classes.
Key sectors for infrastructure include transportation networks, power generation, 
energy distribution and storage, water supply and distribution, communications 
networks, health and education facilities, social accommodation and private 
sector housing.

Conventional commercial property is not normally included, but where it forms 
part of a broader infrastructure asset, helps urban regeneration or serves 
societal needs it may be.

7.5 All residential property is included in this definition of infrastructure. It is 
not restricted to social accommodation or private sector housing.
 
7.6 A variety of platforms may be required to implement the infrastructure 
investment strategies of pool members.  Pool companies are expected to provide 
access to a range of options over time including direct and co-investment 
opportunities.


