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Welcome
Introduction from the Chief Executive
Welcome to our first Year in
Review. In the past we have
distributed a Summary Annual
Report to our members, which
was a snapshot of the last year
and included some of our high
level unaudited figures.
Given all the news and
developments that have occurred
over the past year, and in order
to avoid any confusion over
precise numbers, we have shifted
the focus of this report to the
impact and future implications of
all these changes.
We could not start a review of
the last year without considering
the national landscape.
In 2014 we welcomed the
Department for Communities
and Local Government’s LGPS
governance consultation
and were pleased that
it recommended greater
involvement of members and
employers in the oversight of
the administering authorities.
We were disappointed initially
that having been praised by
Lord Hutton for our excellent
governance and being a leader in
the LGPS with our longstanding
member and employer panels,
we were required to replace
them.
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However, this is an opportunity
for us to build on the excellent
work of our member and
employer panels over the years,
and to come together in a Local
Pension Board (LPB).
The primary aim of the LPB is to
assist the LPFA in complying with
LGPS and other regulations. The
LPB comprises both member and
employer representatives and is
headed by an independent chair.
This should not be confused with
the LPFA’s main statutory Board,
which remains the decision
making body.
We have appointed William
Bourne as our Independent
Chair of the Local Pension Board.
William has more than 30 years’
experience across pensions
and finance and we welcomed
the LPB’s first meeting in July.
William will also be speaking
at our Fund Member Forum in
September.
It was timely that the DCLG
consultation ran alongside
a wider consultation on
collaboration and efficiencies
in the LGPS. LPFA’s response
to this included our proposed
Asset and Liability Management
Partnership, which I will cover in
my highlights below.

Key Events in 2014-15:
► Reform of the LGPS
We submitted our response to the
DCLG consultation on the reform
of the LGPS and set out our belief
that allowing Local Authorities
to pool their assets and jointly
manage liabilities would provide
a solution to the growing deficits
across our industry.
► Lancashire and London
Pensions Partnership
We were delighted to announce
that we will be going ahead with
our £10bn Asset and Liability
Management Partnership with
Lancashire County Pension Fund.
The partnership, which will initially
be known as the Lancashire and
London Pensions Partnership
(LLPP), will cover all aspects of
pension fund management and
be a fully-fledged pension service
organisation, providing both
jointly managed administration
and pooled asset and liability
management activities through
newly created corporate
structures.

The LLPP will serve c500,000
members and c1,000 employers.
The partnership will allow us to
pool our assets and consider
our liabilities on a consolidated
basis, but will also maintain the
sovereignty and a framework
of local accountability for both
Funds.
► Co-investment
We launched a £500m
infrastructure investment
programme with Greater
Manchester Pension Fund. We
have committed £250m each into
a special purpose vehicle in order
to make a variety of different
infrastructure investments over
a three-to four-year investment
period, predominantly focusing
on UK infrastructure assets.
► Security for the Fund
We have achieved an additional
£311m of security in the form
of first charge arrangements on
Property, Investments, letters
of assurance from Government
Departments, Escrow accounts
and Parent company guarantees.
We have also increased employer
contributions, delegated treasury
management to GLA (resulting
in better cash management
and £686k interest earned) and
moved offices, resulting in ongoing annual savings in excess of
£350k.
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► Staff
We welcomed Chris Rule as our
new Chief Investment Officer in
October 2014, and his addition
has been a strong positive for
the team. It was with sadness,
however, that Janice Watts,
Director of Operations, stepped
aside in December to pursue other
opportunities.
► Awards
LPFA was nominated for the
Most Innovative Pension Scheme
by both Institutional Investor
and CIO Magazine, and Pension
Scheme of the Year and Best
Investment Strategy by Financial
News. On a personal note, I was
delighted to be recognised for
our innovative work on asset
and liability management and
for successful partnerships with
other administering authorities
and pension funds, by winning
the Industry Achievement Award
at the Portfolio Institutional
Awards, and to be nominated
for Outstanding Contribution to
Pensions at the Engaged Investor
Trustee Awards 2015.

More recently, we were delighted
to see that Dr. Ros Altmann was
named the new Pensions Minister.
Replacing Steve Webb was never
going to be an easy task, but
we feel that the government has
found the right person for the
job. I’m sure many of you will
remember Dr. Altmann’s insightful
and interesting speech at last
year’s Fund Member Forum.
It has been a busy 2014 and
2015 is proving to be even busier.
I hope you enjoy our new ‘Year
in Review’ and, as always, I will
be attending our Annual Fund
Member Forum in September
2015.
I encourage as many of you as
possible to attend this event. It
is a chance to hear more detail
about our performance and
strategy.

Susan Martin
Chief Executive

LPFA’s full Pension Fund Annual Report 2014-15 will be available
from 30 September 2015. This full report includes:
► Pension Fund Accounts
► Investment Review
► Governing the Fund
► LPFA Administrative Performance
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Reports will be available on our website or hard copies can be
obtained by contacting communications@lpfa.org.uk

Your Pension Online
View your pension records online securely and quickly in the comfort of
your own home. Our secure system allows you to:
► View and update personal details and changes of address.
► Find out how much you will receive on retirement.
► Calculate the amount of additional lump sum you can take on retirement.
► View your service history, including any transferred service.
► View your nominated beneficiaries.
► View your LPFA pension payslips and P60s.
Why wait? Sign up now and we will send you an activation code.
Visit: www.yourpension.org.uk
I have a question about Member Self Service, who do I contact?
If you require assistance or have any questions about Member Self Service
please contact our administration team on enquiries@lpfa.org.uk or 020
7369 6118.
We will also have a member self service desk at the Fund Member Forum.
Please make sure you speak with them if you have any questions.

Fund Member Forum 2015
We are pleased to announce that this year’s event will be held on
Tuesday 8 September 2015 at the Queen Elizabeth Hall, Southbank
Centre, London, SE1 8XX. Doors and information desks open at
10:00am; presentations will begin at 11:00am.
If you have not already registered your attendance, please write to
London Pensions Fund Authority, 2nd Floor, 169 Union Street, London,
SE1 0LL or complete the survey at:
www.surveymonkey.com/s/FMF2015
We look forward to seeing you there!
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Governance Summary
Full details of the Authority’s governance arrangements, including
the Local Code of Corporate Governance, and the LGPS Governance
Policy Statement can be found on our website www.lpfa.org.uk.
However, there are a number of governance highlights below which
indicate the activity undertaken by the Board during 2014-15. The
next update will be available as at 30 September 2015 on the LPFA’s
website.
Governance Highlights:
► Successful completion of
a Board evaluation by an
external specialist firm. The
evaluation was undertaken
to ensure LPFA had the best
Board in place to meet its
strategic goals.
► The LPFA Audit Committee
completed a self-assessment
exercise which ensured
they were adhering to best
practice and focusing on the
correct issues.
► Appointed William Bourne to
lead our Local Pension Board.
► Formation of Stewardship
Steering Group to
monitor voting intentions
and encourage the
implementation of LPFA’s
Investment Principles and
Investment Beliefs.
► New LGPS 2014 implemented
for both LPFA and agency
clients.
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► Leading on discussions
around the deficit attributable
to the former GLC/ILEA to
reach an agreement on the
proposed course of action.
► Gifts, Hospitality and
Expenses Policy and related
procedures & processes
refreshed; registers are now
published online quarterly.
► Continued to make
representation to the
Government to encourage
discussion around the shape
of the new LGPS governance
regulations and the structure.
► Completed an FCA
benchmarking exercise
followed by implementing the
action plan.
► Closer look and tighter
approach to corporate risk
management and thematic
focus on strategic risks.

Ensuring security of
your Fund
Public sector pension scheme liabilities frequently make headlines,
especially with a new government. At LPFA we look to continually
monitor liabilities and reduce risk for employers within a multiemployer defined benefit arrangement and prevent those liabilities
ultimately falling upon taxpayers.
We believe that our approach is innovative in the LGPS. It allows
the most secure fund employers to benefit from higher discount
rates and reduces the risk of them inheriting additional employer
liabilities, and offers choices to the less secure employers as to
how they wish to manage their liabilities in the longer term.
We believe that using established best practice on risk reduction in
the private sector, where covenant strength determines recovery
periods, can be adopted across all LGPS Funds.
Stepped security implementation allows liabilities to effectively be
monitored up to when the last pensioner or dependant member
passes away. This benefits the employer in terms of long term
financial planning and the taxpayer in terms of those liabilities
being protected.
As part of our 2015 employer covenant check process we are
planning to review our employers’ solvency against key criteria
to understand their ability to meet their 2016/17 contributions.
Following the likely level of spending cuts after the 2015 General
Election, we are actively engaging with employers where we
believe there to be a significant risk that their contributions will
not be met.
Risk management is a key focus for us and we ensure both
our employers and Fund members are kept up to date with our
approach via our website, newsletters and at our annual Employer
Forum.
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Investment Highlights
In the past year we have developed our approach to investment
management under the direction of our Chief Investment Officer,
Chris Rule. In particular we have undertaken more investment inhouse and in partnership with our fund managers.
We believe that building our internal investment team also affords
us the opportunity to be more sophisticated investors, which is
why we implemented a new investment strategy in August 2014.
The strategy seeks to invest in 25 to 30 stocks with sustainable,
above-average growth and returns which we believe will outperform
over the long run. These stocks make up a portfolio worth £417
million, or around 9% of the fund as at 31st March 2015. Once we
have bought these high quality stocks, we aim to hold them for
the long term. We call this our ‘buy and hold’ strategy.
This saves management fees and results in an approximate net
saving of £3.3 million a year compared to an externally-managed
mandate. We believe this style of investing – selecting companies
we believe can generate the cash flows and real growth needed to
meet our liabilities – is the right one for us.
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They will oversee our £150 million allocation to alternative credit
including distressed debt, real estate debt and private lending. We
see the move into alternative credit as yet another example of our
growing expertise in investments and a further aid towards our
debt reduction.
In order to make our selection, we undertook a lengthy European
tender process and created a national framework – a shortlist of
four managers. This framework can now also be used by all other
LGPS Funds to select from those four alternative credit managers
without having to complete the full European tender process.
Over the past few months we are also receiving increasing questions
about our stance on investing in fossil fuels and divestment from
fossil fuel assets. We take these issues seriously. The majority
of our investments are managed by external fund managers in
pooled arrangements. Our fund managers invest in accordance
with our Statement of Investment Principles, which set out our
Environmental and Social Governance (ESG) and Responsible
Investment Beliefs.

We also have a long-term target of investing 30 per cent of
our portfolio in illiquid assets, such as specialist private equity,
secondary funds, real estate, infrastructure and co-investments.
This is a virtual doubling of the amount of such assets from 2014
levels in order to see greater returns.

We believe that a fund management approach that incorporates
the evaluation of ESG risks and opportunities is more likely to
result in long term benefits for the Fund. Consequently, we do not
expect fund managers to specifically invest or divest in certain
sectors, but they are expected to take a responsible investment
approach instead.

Earlier this year, we unveiled a new infrastructure investment
partnership with the Greater Manchester Pension Fund, worth £500
million. This will seek to make investments over a long period,
generating a combination of capital gains and ongoing income.
We will seek to use our local presence in Greater Manchester and
London to best advantage when seeking investments, but have a
high degree of flexibility for suitable opportunities.

We have also set up a Responsible Investment Stewardship group,
under the oversight of our CIO. It is this group’s duty to review
and detail regularly where we are investing, our voting intentions,
and communications with fund managers and members regarding
these issues. As a pension fund we have a fiduciary duty to make
investments where we see the best return for our employers and
members.

We are also targeting new investments in alternative debt. Most
recently, we selected Apollo, a leading global alternative investment
manager, as our alternative credit manager.

We currently have less than one per cent direct investment in
fossil fuels. It is important to note that, over time, this figure will
change as we invest and divest. However, our key aim must be
to ensure we can continue to pay your pensions as they fall due.
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Administration Summary
In the past year, 98 per cent of queries were completed within our
expected timescales.
Average time taken to complete 10 most popular types of enquries

2013-2014

2014-2015

2014-2015
Target

Average no. of
days

Average no. of
days

Average no. of
days

Admissions

2

3

5

Transfers In

51

62

64

Transfers Out

11

14

23

Retirements

51

56

53

Deaths

40

43

44

Refunds

4

14

28

Deferred Benefits

7

18

23

Estimates - Individual

3

8

10

Estimates - Employers

4

8
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Correspondence

2

4
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Type of Inquiry
(Top 10 Types)

Queries completed on time yearly comparison

Over the past year, 97.5 per cent of LPFA members surveyed were
satisfied with our service. We are committed to improving our service
and will use your feedback to help us achieve this. If you have any
ideas of how we can best do this we’d love to hear from you. You can
always provide feedback in writing, by phone or by email:
LPFA Communications
169 Union Street
London, SE1 0LL
T: 020 7369 6070
E: communications@lpfa.org.uk
LPFA Fund Membership Year-on-Year
2011-12

2012-13

2013-14

2014-15

17,257

16,534

17,736

17,308

25,109

25,396

25,782

24,808

34,742

35,147

35,488

33,580

2,684

2,661

1,902

1,950

79,792

79,738

80,908

77,646*

Active Contributors
Deferred Beneficiaries
Pensioners and Dependants
Undecided leavers and frozen
refunds
TOTAL MEMBERSHIP

*The slight drop in membership was due to a large employer transferring out as part
of a government re-organisation exercise.

LPFA Customer Satisfaction

% of members satisfied
with our overall
service
* Of the cases which did not hit their target, 50% were due to a bulk exercise with
HMRC. During this time the priority was to maintain pensions in payment.

% of members
surveyed
Number of
complaints received
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2011-12

2012-13

2013-14

2014-15

Target
2014-15

97%

97%

98%

97.5%

92%

1.15%

1.4%

1.34%

1.27%

18

33

25

15

<20
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We’ve Moved...

Reunion Notices

Our office is open Mon-Fri,
8.30am-5pm

Ex LCC/GLC/ILEA/LRB Legal
Department Staff

2nd Floor
169 Union Street
London
SE1 0LL
www.lpfa.org.uk
www.yourpension.org.uk

Contact Us
Annual Report Enquiries
For further information on the
content of our Annual Report
2014-15 please contact:
Corporate Development Team
tel: 020 7369 6014
email: corporate@lpfa.org.uk
LPFA Pension Services Team
For general enquiries:
Pension Services Team
tel: 020 7369 6118
text: 020 7369 6119
email: enquiries@lpfa.org.uk
Pensions Payroll Team
For pensions payroll enquiries:
Pensions Payroll Team
tel: 020 7369 6060
fax: 020 7369 6240
email: pensionspayroll@lpfa.org.uk

A reunion is held every year at a
venue in the Waterloo area. It is
an informal gathering with a buffet
provided.
The 2015 reunion was held in July. To
be contacted about the 2016 reunion,
please contact LAPRA (Legal and
Parliamentary Reunion Association) at
lapramailbox@yahoo.co.uk
RFH Remembered
If you were a member of the staff at
the Royal Festival Hall when the GLC
was abolished, please come and mark
the 30th Anniversary for a totally
informal occassion.
On Thursday 31st March 2016 some of
us still in touch with one another will
meet by the Long Bar overlooking the
ballroom floor at around 12 noon.
We would love to see old faces, share
memories and news of more recent
experiences. Blue collar, White Collar,
no Collar WELCOME. Please do come
to meet and greet and take it from
there.
Those requiring more information or
to register an interest in attending,
please contact Mary LLewellyn (nee
Donnelly Finance Office) 01708
752611 or Ian Grant 020 8977 7565.

Connect with us

