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Summary: This report provides the Committee with a finance update on delivery 
against the 2017/18 business plan and MTFS. 

Recommendations: The committee is recommended to note and discuss the contents of 
this report. 
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Financial Report for Q1 2017/18 
1. The financial summary below compares the current Q1 2017 to the Q1 MTFS. Due to the 

timing of the Committee meeting, at the time of writing this report actuals are only 
available for April and May with a forecast for June. However, there is unlikely to be a 
material variance to the June month forecast 

2. The outturn for Q1 is a profit of £467k compared to a MTFS budgeted plan of £250k. The 
principle reasons for the variance are: 

i. LCIV’s agreed fee for negotiating lower LGIM fees which was not budgeted  and 

ii. Timing differences arising on staff recruitment which were budgeted to start 
effective  beginning of the quarter 

3. The service charge of £25k per shareholder (32 shareholders following the merger of 
Richmond and Wandsworth) and two thirds of the Development Funding Charge (DFC) 
ie £50k were invoiced in April. The balance of the DFC, £25k, will be invoiced in 
December.  The management accounts have been prepared on an accruals basis not an 
invoiced basis. 

4. In respect of the passive fee for LGIM invested assets, the fee is accrued monthly and 
will be billed annually in arrears. Details of the composition of the LGIM passive fee are 
detailed below. 

Income 
5. The service charge and DFC are in line with the MTFS.The variance in active equity 

management fees arises from the delay in the launch of Longview which is now 
launching in Q2 rather than Q1, and the delays in Majedie and Newton which were 
budgeted for the beginning of April launch but transitioned at the end of May. 

6. The favourable variance on passive equity management fees relates to the LGIM fees 
which were not included in the MTFS as the fee charging arrangement had not been 
agreed at the time of the sign off of the MTFS. 

Expenses 
7. The main reasons for the favourable variances on expenses are highlighted below: 

• Staff expenses – the MTFS had assumed a number of hires (5) effective the 
beginning of the quarter and a further five hires in June. Due to these timing delays in 
hiring, there is a cost saving of £150k. The MTFS had also anticipated a 2% pay 
increase 1% increase plus staff banding increments if relevant has been made. As 
mentioned earlier in this report the pension funding contribution rate to the COLPF 
LGPS scheme of which LCIV is a member has increased from 17.5% to 21%. The 
full year impact on the current staff headcount is @£35k.  

• Facilities – cost is headcount related and therefore under budget. 

• Legal and Professional – the estimated costs have been reduced as third party 
fund launch costs primarily legal in this quarter are now being charged to the funds 
when launched. 

  



 
 

 
 
 
  



 
 

8. The calculation of the LGIM fees are set out below: 

 

9. In respect of service fees, the following amounts are outstanding from thirteen boroughs: 

 

 

Quarterly MTFS 

10. The MTFS by quarter is set out in the table below. The Committee is asked to 
note that It reflects the incidence of costs increasing quarter on quarter as 
headcount rises together with the increasing use of third party costs as the 
operating model and systems are built out. 

  



 
 

 
 
  



 
 

11. The MTFS assumed the following fund launches:- 

• Longview – May now July £450m 

• Global Equity I - September £550m 

• Global Equity II – December £300m 

• Fixed Income  - March £600m 

Regulatory Capital 

12. As a FCA regulated entity, the Company is required to maintain sufficient regulatory 
capital as determined for a full scope Alternative Investment Fund Manager (‘AIFM’). The 
amount of capital required is determined by the higher of one quarter of annual 
expenditure or a certain percentage of actual assets under management (0.02% in 
excess of Euro250,000). A formal calculation is submitted to the FCA on a quarterly 
basis and a summary of the Regulatory Capital Statement as at 31st March 2017 is 
given below. 

13. Regulatory Capital Statement as of 31st March 2017 

Tier 1 Regulatory Capital  £3,546k 

Own Funds Requirement    £778k 

Surplus Capital             £2,768k 

Recommendations 

14. The Committee is recommended to note and discuss the contents of this report. 

Financial Implications 

The financial implications are contained within the body of the report. 

Legal implications 

There are no legal implications for the Committee that have not been considered in the 
report. 

Equalities implications 

There are no equalities implications for the committee. 


