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Year in Review
A summary report for members of the LPFA
pension fund.

Welcome
Welcome to the Year in Review, which
provides an update on the performance
of your Fund, what we have been
doing on your behalf, our achievements
and where to next. I’d like to start
by informing you that reviewing our
2015/16 progress – both here and in
our upcoming Annual Report – will be
my last duty as LPFA Chief Executive.
I have now moved in to the role of
leading the Local Pensions Partnership
(LPP). This is a not for profit pension
services organisation, which LPFA
has formed, and jointly owns, with
Lancashire County Council (LCC). I will
touch more on this later.
Before I discuss the industry and LPFA
specifically I’d like to assure you that
the recent decision taken to leave the
EU will not affect your pension
payments. Furthermore, as long term
investors, we do not anticipate any
major ramifications for the Fund.
In fact, we actually saw an increase
in our Buy and Hold internal equity
portfolio in the month following Brexit.
The past year has seen monumental
change in the LGPS as well as further
changes in the pension industry and a
growing interest in pension provision.
In the UK currently there are over nine
million people in the workforce who are
50 and over. This is the highest ever
recorded level and reflects the
changes to pension schemes and
retirement planning over the past 10
years.
A key change is the Government now
requiring all 91 LGPS Funds in England
and Wales to embrace
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Co-investment
In January 2015 we formed a £500m
joint venture with Greater Manchester
Pension Fund to invest in infrastructure
opportunities. The joint venture has
now made two investments: financed
the building of a Yorkshire biogas plant,
and bought a shareholding in the Clyde
Wind Farm, one of the largest onshore
wind farms in Europe.
the creation of several investment pools.
All nascent pools have responded to
Government as to how they will meet
this requirement. LPP, which launched in
April 2016, already meets the
governance requirements and will
continue to expand.
You will be reading this Year in Review
right in the middle of this process so we
will look to update you on the next steps
in the Annual Report and at the Fund
Member Forum.
Key Events in 2015-16
Value
Total value of the Fund dropped slightly
from £4.65bn to £4.54bn. This was, in
part, due to a tough investment
environment and costs relating to the
establishment of the LPP. We expect to
recoup this cost over the next 18
months. Our funding level remains
around 95%.

Security for the Fund
We have achieved an additional £39k
of security since we last reported to
you, in the form of first charge
arrangements on Property,
Investments, letters of assurance from
Government Departments and Parent
company guarantees. This takes the
total additional security gained for the
Fund from its employer members to
over £350m.
Board
During the year we said farewell and
thanked two Board members for their
services to the Fund: our former
Chairman Edi Truell and our former
Chair of Audit Stephen Brooker. In turn
we welcomed Tamlyn Nall and Terence
Jagger to the Board. Tamlyn has spent
over 30 years in financial markets,
including retail banking and pensions,

Reform of the LGPS
We have submitted our response to the
Government’s consultation on the
reform of the LGPS. This can be found
on LPFA’s website on our ‘Consultations’
page, which you can access on the left
hand side of the homepage.

Susan Martin
Chief Executive

whilst Terence has worked across
international development, finance and
strategy. Both appointments add to
our already strong Board, which as you
know is Chaired by Sir Merrick Cockell.
Awards
Our partnership with Greater
Manchester Pension Fund won an LAPF
Investment award for ‘Best
Infrastructure Project’ and we were
also pleased to be highly commended
in the ‘Best Investment Strategy’
category. This was added to
recently when Chris Rule won
Institutional Investor’s ‘Chief
Investment Officer of the Year’ award.
We were also finalists for
several awards in categories including
Public Sector Scheme of the Year,
Defined Benefits Scheme of the Year,
Best Defined Benefit Investment
Strategy, Best Defined Benefit Scheme
Innovation, Trustee Development and
Best Use of Risk Reduction Strategies.
As mentioned earlier I have now taken
on the role as Chief Executive of the
LPP, and will continue to ensure
services to members are maintained
and improved. The LPP now manages a
full range of pension fund functions on
behalf of the LPFA and LCC, its
shareholders, as well as providing
a range of services to a number of
other LGPS, Fire and Police schemes.
Services include asset management,
risk management and pension
administration services.
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Mike Allen
Managing Director, LPFA

You may have already received some
correspondence with the LPP logo on it
and the vast majority of LPFA staff have
transferred to LPP. The LPFA Board have
retained key strategic decisions, but the
implementation of these has been
delegated to the LPP. We hope this will
lead to cost reductions of £6m per year
and further benefits that can come by
being part of a larger organisation.
LPFA’s former Director of Pensions, Mike
Allen, has assumed the role of Managing
Director of the LPFA and is the stand out
choice to lead the organisation into this
next phase of development. Mike will
be known to many of you and has been
with the Fund since joining the Greater
London Council in 1982.
It has been a busy 2015 and 2016 will
be an evolutionary year for the entire
industry. I hope you will be attending
our Annual Fund Member Forum in
September, which Sir Merrick and Mike
will be hosting. Following your feedback
last year we have moved the event to
Imperial College London.

LPFA at a glance

The area around the hall has several
free museums and is in close proximity
to multiple transport options, so we
hope you will make a full day of the
event. Furthermore, money spent to
host the Forum is used to fund the
University’s medical research
programme.
It has been my pleasure to lead the
LPFA and to manage your pensions. I
have enjoyed the opportunity of
meeting a number of you over the
years, in particular at our popular Fund
Members Forum, and I leave you in the
safe and experienced hands of Mike
Allen.
Kind regards,

Susan Martin
Chief Executive

LPFA’s full Pension Fund Annual Report 2015-16 will be available from 30
September 2016. The full report includes:
•
•
•
•
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Pension Fund Accounts
Investment Review
Governing the Fund
LPFA Administrative Peformance

Reports will be available on our website or hard copies can be obtained by
contacting: communications@localpensionspartnership.org.uk
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Operational Update

The day-to-day management of your pension will not change and you will still deal
with the same people in the same way. Moving forwards, LPFA will still be legally responsible under the Data Protection Act 1998 for employer and member data. However, both LPP and LPFA staff will have responsibility to process this data on behalf of
employers and members.

Take control of your
LGPS pension online:
Member Self Service.

LGPS Update
All Public Sector Scheme have historically been contracted out of the State Second
Pensions (S2P). However, the Government announced major changes to the State
Pensions, which will lead to the introduction of a new flat rate from April 2016. This
means that all public sector scheme members’ National Insurance contributions have
increased to the standard rate after this date.

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.

•

Change your 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
service which has been
transferred.

•

View your nominated beneficiaries.

•

If LPFA pays your pension, you can view
your pension payslips and P60s.

Data Protection
The formation of the Local Pensions Partnership also means that the majority of communications you receive will be with LPP branding.

Our preferred method of communication is
electronic, either by email or via our member
self-service facility, which you can register
for at: www.yourpension.org.uk.
Go to our ‘Online Records’ section to
complete your registration for this service.
We now propose to communicate with you
electronically unless you tell us otherwise. If
you still wish to receive information by post,
then you need to let us know. To do this,
register and log into member self-service and
click the ‘Change Contact Details’ section.
Alternatively you can tell us in writing or over
the phone if you prefer.
To let us know if you would prefer to continue
receiving hard copies of our communications,
please contact the Pensions Services team on
0207 369 6000 or by email at:
enquiries@localpensionspartnership.org.uk
We will also have staff running a help desk
at the Fund Member Forum. Please make
sure you speak with them if you have any
questions.

If you have any questions about this, please contact the Pension Service team at:
www.gov.uk/contact-pension-service
Regards,
John Crowhurst
Head of Operations, Local Pensions Partnership.

Fund Member Forum 2016
We are pleased to announce that this year’s event will be held on Thursday 15
September 2016 at Imperial College London, SW7 2AZ. Doors and information
desks open at 10:00am; presentations will begin at 11:00am.
If you would like to register your attendance at the forum, please write to
London Pensions Fund Authority, 2nd Floor, 169 Union Street, London, SE1 0LL
or complete the survey at:
https://www.surveymonkey.co.uk/r/FMF2016
Please note there will be no name badges on the day this year. Instead
confirmation letters with entry tickets will be sent in August.
We look forward to seeing you there!
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An update from the
Local Pension Board

We have also spent some time discussing how to improve communications
between the Fund and its Members and Employers in both directions. As a result some
changes have been made to the forms which the Fund uses to make them easier to use.
In the light of The Pensions Regulator’s standards for data quality, we have also looked at
practical ways to encourage both Members and Employers to provide accurate and timely
data.

The LPFA Local Pension Board was set
up as a result of the 2013 Pensions Act,
which obliged all public sector pension
schemes to set up
representative local pension boards by
1st April 2015. The formal remit of all
Local Pension Boards is first to secure
compliance with all regulations and
legislation, and secondly to ensure the
effective and efficient governance and
administration of the scheme.
A further factor behind the
establishment of Local Pension Boards
was the perceived need for Members
and Employers to have some voice
within the management of public
sector pension schemes.
In the case of the LPFA, the Member
and Employer Panels were already
performing those functions effectively,
and the Local Pension Board,
consisting of four Member and four
Employer representatives, has taken
over their role. Our activities,
including meeting agendas and
minutes, are publicly available on the
LPFA website.

As a Board, we have been supportive of the creation of LPP, but have provided robust
challenge to the LPFA’s Executive throughout the process, particularly in the area of
governance and compliance. We will continue to do so as LPP finds its feet over the next
few years in order to ensure that Members and Employers do benefit from its creation.

I will provide a more detailed summary in the Annual Report, and the Local Pension Board
will be represented at the Annual Fund Member Forum if you have any further questions.
Regards,
William Bourne
Chairman, LPFA Local Pension Board
the Annual Governance Statement,
the Myners Compliance Statement, the
Internal Audit Report, and the
arrangements made for the 2016
triennial valuation.
It has also scrutinised compliance with
The Pension Regulator’s Code of Practice
14, which covers public sector pension
schemes and was issued in April 2015.
The creation of LPP has inevitably
featured largely in our discussions over
the year, as it is probably the most
important change in the Scheme since
1972.

During the year the Board has
reviewed and commented on the
2014/2015 Annual Report, the
2014/2015 Customer Service Update,
the Communications Annual Planner,

7

8

Investment Summary
The Fund’s investment return,
excluding Liability Driven Investment
(LDI) was 2.9% from April 2015 to
March 2016. LDI is the practice of
investing to gain enough assets to cover
our liabilities. This means we focus
on investing to meet the assurances
made to members and employers. Our
Internal Buy & Hold equity portfolio
proved to be the star performer by
returning c.10%, which is even more
impressive when compared to its
benchmark, which was down 1% for
the same period.
Additionally, our meaningful
allocation to illiquid assets such
as property, allowed us to obtain
significant returns from our Private
Equity, Infrastructure and Real Estate
assets.
Long term performance
The performance of the Fund is set out
in the table overleaf. The Fund is
currently showing a small deficit with
the funding level – the ratio between
assets and liabilities as measured on a
LGPS actuarial basis – of circa 95%.
The table shows that the Fund has
generated an annual investment return
of over 6.6% during a 5-year period,
meaning we have achieved our target of
a nominal return of c.6% or better. As
we gradually move away from the
legacy holdings to the strategic asset
allocation established in November
2015, we expect to maintain and
further improve our long term
performance. This framework
established a Reference Portfolio, which
is a portfolio made up of two asset
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classes (equities and bonds), a
Policy Portfolio consisting of eight
asset classes and target ranges for each
asset class.

Fund Performance as at 31 March 2016
Period

Quarterly

1 year

3 year

5 year

Return (excl. LDI)

+2.11%

+2.90%

6.47%

+6.63%

Return (incl. LDI)

-1.55%

-0.93%

+3.21%

+4.86%

(Pre-audited
figures)

The Board is of the belief that a broadly
diversified portfolio, including
meaningful allocation to illiquid
assets, will improve risk adjusted
returns over the long term. Further
progress towards this goal has been our
significant new investments in Private
Equity, Alternative Credit and
Infrastructure (through our joint
venture with Greater Manchester
Pension Fund). In these areas we are
increasingly making use of our
internal investment resources to access
opportunities in a more direct manner,
reducing fees and increasing control.
In the liquid part of our portfolio we
have further reduced our Fixed Income
exposure as well as fully invested our
Buy & Hold equity portfolio. At the end
of the calendar year we rebalanced the
portfolio to weight our holdings
depending on the conviction we have in
each company.
As a pension fund our investment
horizon is long term. Our investment
strategy is based on the Fund’s
objectives of capital preservation,
enough cash flow at the right
quantity at the right time and on closing
the existing deficit gap within the
expected time frame. Assets are
managed within an acceptable level of
risk. We also make opportunistic investments and the Fund’s investment
strategy is decided in accordance with
the Fund’s principles and beliefs.

Asset Classes

£m

Liquids

2,667.67

Equities

1,908.88

Fixed Income

-

LDI

430.49

Cash & Currency Hedge

328.30

Total Return
Insight Bonds Plus 400
Blackrock - FIGA
Illiquids
Private Equity
Infrastructure
Real Assets
Real Estate
Credit
Diversified
TOTAL

471.89
252.09
219.80
1,080.05
397.47
321.25
21.54
159.56
180.22
325.26
4,544.87
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Responsible Investing
LPFA’s responsible investment approach is set out in our Statement of Investment
Principles. Our objective is to use our influence as a large institutional investor to
encourage responsible long-term behaviour in the companies in which we invest and
through the voting mandates we give to our fund managers.
We have a long-standing commitment to responsible investment and engagement,
and our proactive approach to addressing environmental, social and governance
(ESG) issues in our investment strategy has been developed over a number of years,
and continues to evolve.
Over the last few years, LPFA have worked hard to incorporate concepts of responsible
investment and stewardship into our investment activity. We do not consider
responsible investment as a separate strand, instead integrating these concepts
into our day to day activities and evolving our practice under the guidance of our
Stewardship Committee. Where we allocate to third party managers we expect these
managers to understand and support our policies as part of their core approach.

Accounts Summary
LPFA has three main accounts – a Pension Fund Account, an Operations
Account and a Residual Liabilities Account. Our complete Statement of
Accounts for 2015-16 will be available on the website by 30 September 2016.
A summary is provided below. Please note the figures below are based on
pre-audited accounts.
Operational Accounts
LPFA continues to manage its operational expenses in a prudent way and seeks to
achieve efficiencies where possible. Income is an important part of this and LPFA
carries out LGPS and Fire Scheme administration for a number of London and County
Council Authorities. With the performance of commercial activities plus a use of
reserves invested in new functions, LPFA was on budget.
Increased costs for 2015/16 are a result of expenditure related to the formation of
the new LPP, which saw the figure rise by approximately £2m. However, we also saw
increased income as we have charged back some of these set up costs already.

During the year under review, LPFA voted in favour of 3,571 resolutions, against 262
resolutions and abstained on 8 resolutions at company meetings. In a total of 234
meetings we voted against management recommendation on 266 occasions.
The LPFA participates in and supports collaborative projects such as being a signatory
to the UN Principles for Responsible Investing (UNPRI) and participation in networks
and specialist knowledge sharing opportunities such as those provided by the
Institutional Investors Group on Climate Change (IIGCC), the Pensions & Lifetime
Savings Association (PLSA), and the Local Authority Pension Fund Forum (LAPFF).
Our Statement of Investment Principles can be found on our website:
www.lpfa.org.uk under the “What we publish” section.
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2014-15 Result

2015-16
Actual

2015-16 Budget

Variance

£’000

£’000

£’000

£’000

(10,402)

(12,293)

(12,049)

(244)

Pension Fund

7,380

8,017

8,796

(779)

Residual Liabilities

641

641

641

0

Other Income

322

791

184

607

Agency and
Commercial Activity

2,637

2,486

2,383

103

Reserves

-

-

45

(45)

Total Income

10,980

11,935

12,049

(114)

Surplus in year

578

(358)

0

(358)

Operational
Expenses
Funded by:
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Pension Fund
The net assets of the pension fund have decreased by £110m to £4.54bn from
£4.65bn last year. This £110m decrease is made up of:

Investments
2014/15

2015/16

Opening Balance

£4.89bn

£4.65bn

Fund Income

£279m

£243m

Investment Growth

£197m

-£44m

Less Fund Expenditure

-£723m

-£310m

Closing Balance

£4.65bn

£4.54bn

Fund income and expenditure
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2014/15

2015/16

Actual

Draft

Fund Income

£’000

£’000

Contributions

218,938

160,151

Transfers In

14,328

36,265

Investment Income

46,177

47,048

Total

279,443

243,464

Investment Growth

£197m

-£44m

Fund Expenditure

£’000

£’000

Benefits Payable

247,584

241,310

Payments for leavers

437,148

30,716

Administration expenses

6,706

7,748

Investment
management expenses

31,110

30,651

Total

722,548

310,425

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
2015/16. Further information will be available as at 30 September 2016 on the LPFA’s
website.

Governance Highlights
A Board and Corporate Management
Team away day was held in September
2015 to review LPFA’s future strategy and
in particular to discuss the developing
partnership arrangements with
Lancashire County Pension Fund.
The LPFA Board agreed to form a £11bn
pension services partnership with
Lancashire County Pension Fund, known as
Local Pensions Partnership (LPP).
LPP itself comprises a holding company
and two subsidiary companies. One of
these companies is FCA authorised and is
responsible for the implementation of LPFA’s
investment strategy.
The LPFA Business and Administration
Committee held additional, monthly
meetings with counterparts from
Lancashire County Pension Fund.

This became the Project Advisory
Working Party and was instrumental in the
establishment of the Local Pensions
Partnership and the appointment of the
Local Pensions Partnership Board.
LPFA continued to make representation to
the Government to encourage
discussion around the future of the LGPS.
The Government launched a consultation
in November 2015 which requested that
all LGPS funds join together into large
investment pools. LPFA continues to work
with LCPF and LPP to widen the
shareholders and investors of the LPP
and encourage participation in the pension
services provided by LPP which extend
beyond just pooling assets.
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A limited liability partnership was
formed with Greater Manchester
Pension Fund (GMPF & LPFA
Infrastructure LLP) as a
vehicle to represent collaborative
infrastructure investments.

The Business and Administration
Committee, Remuneration and
Nomination Committee and the
Investment Committee were all
removed from the governance
structure of the LPFA.

A number of changes were made to
the Board and Committee structures
to reflect the transition towards the
new delegated arrangements under
the Local Pensions Partnership. This
was completed with a view to avoid
duplication between LPFA and LPP.

Instead the activities covered by
those former committees were either
consolidated under Matters Reserved
for the LPFA Board, or were delegated
to the newly established committees of
the LPP.

The Audit Committee and Risk
Committee were merged in January
2016 to become the joint Audit & Risk
Committee.

The LPFA Local Pension Board has now
been in place for a full year. An annual
review from the Local Pension Board
Chairman has been included in the full
Pension Fund Annual Report.

Administration Summary
One of LPFA’s main goals is to be a market leader in customer service
and operate in a culture where the customer is at the centre of our
organisation emphasising our slogan; Your Pension Our World.
This past year 96% of queries were completed within our expected timescales.
To give you a clear indication of how long it will take LPFA to complete your
queries, we have included a summary in this year’s Annual Report. We have also
been working with employers to reduce our expected delivery times which have
continued to drop significantly.

Queries Completed on Time yearly comparison

100%
Target 95%

100%
100%

98%
94%

96%
95%

80%

99%
99%

90%

2012-13

2013-14

2014-15

2015-16

Top 10 case types (20,646 cases in 2015/16)
All other case types (11,614 cases in 2015-16)

15
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Average time taken to complete the 10 most popular types of enquiry
2014-2015

2015-2016

2015-2016
Target

Average no. of
days

Average no. of
days

Average no. of
days

Admissions

3

6

5

Transfers In

62

61

64

Transfers Out

14

30

8

Deferred Benefits

LPFA Customer Satisfaction
2012-13

2013-14

2014-15

2015-16

Benchmark

Target
201516

% of members
satisfied with overall
service

97%

98%

97.5%

98%

average of
last 5 years

95%

23

% of members
surveyed

1.4%

1.34%

1.27%

1.42%

9

10

Number of
complaints received

33

25

15

19

18

30

23

Deaths

43

60

44

Retirements (immediate)

56

46

53

Retirements (deferred)

67

66

67

Refunds

14

11

28

Type of Inquiry
(Top 10 Types)

Estimates - individual

Estimates - employer

8

11

9
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LPFA Fund Membership Year-on-Year
2012-13

2013-14

2014-15

2015-16

Active Contributors

16,534

17,736

17,308

17,264

Deferred Beneficiaries

25,396

25,782

24,808

25,257

Pensioners and Dependants

35,147

35,488

33,580

33,838

2,661

1,902

1,950

2,620

79,738

80,908

77,646

78,979

Undecided leavers and frozen
refunds
TOTAL MEMBERSHIP

The introduction of the LGPS 2014 regulations saw an increase in membership
numbers and administration procedures due to the complexity of administering
three different schemes. In addition to this there were various amendments to the
regulations since implemented in April 2104 which have resulted in certain procedures being delayed as we await revised guidance from the Government Actuaries
Department (GAD).
Over the past year 98% of LPFA members surveyed were satisfied with our service.
We are committed to improving our service and value your feedback. You can provide this in writing, by phone or by email:
169 Union Street
London
SE1 0LL
020 7369 6070
communications@localpensionspartnership.org.uk
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Contact us
Annual Report Enquiries
For further information on the content of our Year in Review please contact:
Corporate Development Team
tel: 020 7369 6014
email: corporate@localpensionspartnership.org.uk
LPFA Pension Services Team
For general enquiries:
Pension Services Team
tel: 020 7369 6118
text: 020 7369 6119
email: enquiries@localpensionspartnership.org.uk
Pensions Payroll Team
For pensions payroll enquiries:
Pensions Payroll Team
tel: 020 7369 6060
fax: 020 7369 6240
email: pensionspayroll@localpensionspartnership.org.uk

www.lpfa.org.uk
www.yourpension.org.uk
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