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Welcome
Introduction from the Chief Executive
Welcome to the Summary Annual Report and Accounts for 2013-14. I
am especially pleased to be introducing this report, my first as Chief
Executive of the LPFA, and relish highlighting some of our excellent
performance statistics to you.
Our mission statement is “to provide an excellent, cost effective
pensions service to meet the needs of our stakeholders”. Looking at
this year’s results I believe we are living up to this statement, although there
are always improvements to be made. It is vital that we manage both our
assets and liabilities and continue to have funds available to pay existing and
future pensions.
Highlights for 2013-14
► Funds merged and grown
This is the first Annual Report which
includes reports at a single fund
level. We merged the historical subfunds in early 2013 as we felt that a
larger fund with a single investment
strategy would give us the best
chance of closing any funding deficits.
Our fund grew during the year by
£196m to over £4.9bn, which was an
excellent return.
► Valuation results
Every three years a formal valuation
on the fund is completed. LPFA had
a funding level of 93% at the end of
March 2014 and was recently reported
as top of the Local Government
Chronicle performance table for
LGPS deficit reduction. The valuation
process included securing c£300m in
additional assets. This means that
LPFA is working with your employers
to ensure that employers who have
greater credit risk close their funding
gap more quickly by paying higher
contributions.
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► New LGPS 2014 implemented
For many of you already receiving
your pension this will not impact you
at all. But for all active members at
1 April 2014 there has been a reform
within the Local Government Pension
Scheme. You can find out more on
our website;
www.yourpension.org.uk
The scheme continues to offer
excellent, secure benefits and is now
more flexible and offers more choice.
Our staff implemented the changes
and were able to maintain continuity
of service during this transition –
no mean feat. Performance levels
remain very high with 99% of your
enquiries being answered on time.

►
Looking ahead: the LGPS
structure
A debate is on-going as to how LGPS
funds will be organised nationwide.
LPFA has been an active contributor
to this debate and is encouraging
greater
voluntary
collaboration
between LGPS funds. We feel this will
produce centres of excellence and
reduce costs and we are encouraging
the Government to embrace this
opportunity.
Moving forward, we hope to further reduce operational costs and increase
efficiencies through improved processes. We hope you will help us in this
initiative by signing up to our online Member Self-Service system where you
can manage your pension securely online. You can also view documents such
as your Annual Benefit Statement.
As always, I will be attending our Annual Fund Member Forum in September
2014 and I look forward to welcoming all attendees (view page 5 for more
details.)

Susan Martin
Chief Executive
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Changes to the LGPS
The Local Government Pension Scheme (LGPS) has been amended as
of the 1 April 2014. If you are paying into the LGPS scheme you are
automatically in the new scheme. If you’ve retired or have left the
scheme before 1 April 2014, there’s no change to your pension.
If you want to know more about the changes please see our member website
www.yourpension.org.uk. Here you will find a series of videos plus, for those
who want more information, there are several leaflets explaining how the
changes might impact you.

Some questions you may have on the new scheme:
► Will I have to pay more?
Not necessarily. For those earning up to £43,000 per annum the amount
you pay into your pension is likely to be the same or lower. Many parttime employees will actually be paying lower contributions. For higher
paid members, contribution rates from April 2014 have increased.
► Will I have to work longer?
For benefits built up from 1 April 2014 your LGPS Normal Pension Age
is no longer fixed at age 65, it is now the same as your State Pension
Age. You can choose to take your benefits earlier than your LGPS Normal
Pension Age, anytime from age 55, but if you do, they will be reduced as
they are being paid earlier. If you take them later than your LGPS Normal
Pension Age, up to age 75, they are increased because they are being paid
later. LGPS Normal Pension Age is simply the age when you can take your
benefits without them being reduced for early retirement or increased for
late retirement.
► Will I get less?
Most scheme members will not be worse off under the new scheme and
if your salary is unlikely to increase beyond inflation you are likely to
be better off, particularly if you work to State Pension age. Those who
have significant salary increases beyond inflation may find their eventual
pension is less than would have been achieved in the current scheme.
However all benefits built up to April 2014 are protected from these
changes and there are further protections if you were within 10 years of
age 65 at 31 March 2012. Have a look on our website for more details on
how you may be affected.
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Fund Member Forum 2014
LPFA is pleased to announce that this year’s event will be held
on Tuesday 9 September 2014 at the Queen Elizabeth Hall,
Southbank Centre, London, SE1 8XX. Doors and information desks
open at 10:30am; presentations will begin at 11:00am.
If you would like to register your attendance at the forum, please
write to LPFA, 2 Royal Mint Court, Dexter House, London, EC3N 4LP
or complete the survey at:
www.surveymonkey.com/s/DRT55R8
Please note there will be no name badges on the day this
year. Instead confirmation letters sent in August will act as
entry tickets. Please remember to bring them with you to the
event.
We look forward to seeing you there!

Did you know that you can
take control of your LGPS
pension online?
Our secure system now 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 service which has
been transferred
► View your nominated beneficiaries
► If you are paying into the scheme you can view your 2014
Annual Benefit Statement
► If LPFA pays your pension you can view your payslips and P60s
Why wait? Sign up now and we will send you an activation code.
Visit www.yourpension.org.uk and click on the ‘Online Records’ icon
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Investment Summary

This is the first investment review which reports results at a combined fund
level. Full details of our investment performance will be available on our
website by 30 September 2014. A summary is provided below.
The Fund as a whole returned 6.1% from April 2013 to March 2014 and grew to
over £4.8bn. Infrastructure proved to be the star performer by returning over 20%
due to the successful sale of a fund held by us since 2004. The Fund’s global equity
investment generated a return of +7.1%, ahead of the benchmark return of +6.4%.

Long Term Performance
The performance of the Fund is set
out in the table overleaf. The Fund
is currently in deficit and the funding
level, the ratio between assets and
liabilities as measured on a LGPS
actuarial basis, is circa 93%.
The table shows that the Fund has
generated an annual return of over
10.7% during a 5 year period with
a one year return of +6.1%. This
slightly lower than expected 1 year
annual return may at first glance
appear that we are not achieving our
stated objective of circa 7% annual
return. However it has to be judged
against the short-term yo-yoing
market background. As we gradually
move away from the legacy holdings
to the asset allocation stated in
the 2013 Statement of Investment
Principles, we expect our long term
performance to improve.
One of the reasons LPFA amalgamated
the two sub funds was to increase
investment flexibility and manage
investments holistically.
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*See the Statement and Investment

Following the completion of the asset
review, the Fund’s asset allocation
was changed to reflect the Board’s
belief that we should increase our
investment in illiquid assets to harvest
the illiquidity premia and to increase
the risk adjusted return*. To this
end, we are implementing the Board’s
decision and have already increased
our illiquid investments in Private
Equity. We are also in the process of
increasing investment in alternative
debt and we are implementing
a private rental accommodation
investment strategy. In the March
Investment Committee meeting, it
was decided that LPFA would develop
a new internally managed “Buy &
Hold” equity strategy of large global
stocks to capture high quality and
sustainable investment return.
In the last annual report, we
mentioned that greater emphasis
would be put on the development
of internal resources to manage
investments internally, reduce fees
paid and develop an Asset Liability

Management partnership system
(ALM). Our internally managed “Buy
& Hold” equity strategy, greater
investment in single Private Equity
funds (instead of the traditional fund
of fund route) and co-investments all
reflect our efforts in this area.

Fund Performance as at
31 March 2014
Period

Qtrly

1 yr

3 yr

5 yr

Return

+0.57%

+5.13%

+6.63%

+10.74%

Allocation

Asset Allocation

£m
3,628
2,336
1,291
325
311
15
806
350
170
134
52
52
100
132
Responsible Investing
One of the LPFA’s five strategic objectives is to manage its business processes ‘to produce
an overall positive impact on stakeholders and society’. From an investment perspective this
means taking into account environmental, social and corporate governance (ESG) issues as we
develop our investment strategy and ownership activities.
The LPFA continues to participate in and support collaborative projects such as signing up
to the UN Principles for Responsible Investing (UNPRI). We also participate in networks and
specialist knowledge sharing opportunities such as the Institutional Investors Group on Climate
Change (IIGCC), the National Association of Pension Funds, and the Local Authority Pension
Fund Forum (LAPFF).
Our Statement of Investment Principles including our Myners Compliance Statement can be
found on our website www.lpfa.org.uk under the ‘What We Publish’ section.
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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 2013-14 will be available on our website
by 30 September 2014. A summary is provided below.

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 Authorities.
With the performance of
commercial activities plus
investing reserves in new
functions, the LPFA was on
budget.

Pension Fund
The net assets of the
pension
fund
have
increased by £196m to
£4.89bn from £4.69bn last
year. This £196m increase
is made up from:
Opening
Balance
Fund income

£238m

Investment
Growth

£271m

Less fund
expenditure
Closing
Balance
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£4.69bn

-£313m

£4.89bn

Please note the
figures below are
subject to audit

2012-13
Result

2013-14
Actual

2013-14
Budget

£’000

£’000

£’000

Operational
Expenses

(8,812)

(9,678)

(9,215)

Funded by:
Pension Fund

5,742

5,869

5,791

Residual Liabilities

497

497

497

Other Income

165

256

204

Agency and
Commercial
Activity

2,708

2,673

2,728

Reserves

21

383

(5)

Total Income

9,133

9,678

9,215

Surplus in year

321

0

0

£’000
Fund Income
Contributions

155,727

Transfers In

32,604

Investment Income

50,202

Total

238,533

Investment Growth

270,522

Fund Expenditure

£’000

Benefits payable

253,991

Payments for leavers

20,325

Administration expenses

5,514

Investment management
expenses

32,800

Total

312,630

Governance Summary
Full details of LPFA’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. Governance
highlights below indicate the activity undertaken by the Board during
2013-14. Further information will be available by 30 September 2014
on our website.
Governance Highlights
►Board and Corporate
Management Team Away Day was
held in March 2014 to review the
vision and strategic direction of the
organisation.
►Appraisals of Board Members
were carried out by the Deputy
Chairman in a series of one to
one interviews. The output from
this has led to a programme of
collective and individual training.
►There was a consolidation of the
strategic focus on managing LPFA’s
assets and liabilities which ensured
that the governance arrangements
were in place to support this.
►Introduction of Treasury
Management Strategy which
resulted in improved cash
management under the GLA Group
Investment Syndicate.
►A new risk based approach to
the management of liabilities and
valuation assumptions was applied
at the 2013 triennial valuation
which offered lower contribution
increases in return for employers
pledging security or demonstrating
secure income streams.

►Gifts, Hospitality and Expenses
Policy and related procedures &
processes have been refreshed.
Registers are now published online
every quarter.
►LPFA continues to encourage
discussion around the future
structure of the LGPS governance
regulations.
► New LGPS 2014 scheme
regulations have been
implemented. You can find out
more on our website
www.yourpension.org.uk
The revised governance
arrangements linked to these are
expected to be introduced by April
2015.
►LPFA’s Director of Finance
was made more integral to the
investment decision making
process, providing greater financial
oversight.
►LPFA extended the function of
the Remuneration Committee to
include nomination and succession
planning matters.
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Administration Summary
One of our 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. LPFA
is proud to be a member of the Institute of Customer Service (ICS)
and we set ourselves high standards to provide a timely and accurate
service to our members.
This past year 99% 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.
Customer Queries
Average time taken to complete the 10 most popular types of enquiry

2012-2013

2013-2014

2013-2014
Target

Average no. of
days

Average no. of
days

Average no. of
days

Transfer In

63

51

64

Retirements

55

51

53

Deaths

43

40

44

Refunds

28

4

28

Deferred Benefits

18

7

23

Transfers Out

14

11

23

Estimates - Individual

8

3

10

Estimates - Employers

9

5

9

Admissions

5

4

5

Correspondence

4

2

7

Type of Inquiry
(Top 10 Types)
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LPFA Customer Satisfaction
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.
If you have any ideas of how we could improve further, we’d love to hear
from you.
2010-11

2011-12

2012-13

2013-14

Target
2013-14

90%

97%

91%

98%

92%**

1.15%

1.4%

1.3%

1.34%

18

33*

32

25

% of members satisfied
with our overall
service
% of members
surveyed
Number of
complaints received

<20

* The increase is partly due to the stronger emphasis on reporting complaints.
** The target for customer satisfaction levels is the average of the previous five years. The target
for 2014-15 will be 97% rather than this average.

LPFA Fund Membership Year-on-Year
at 31 Mar
2011

at 31 Mar
2012

at 31 Mar
2013

at 31 Mar
2014

Contributors

18,698

17,115

16,459

18,314

Deferred Beneficiaries

24,601

25,017

25,501

25,859

Pensioners and Dependants

34,265

34,650

35,071

35,359

2,802

2,667

2,611

1,876

80,366

79,449

79,642

81,408

Undecided leavers and frozen
refunds
TOTAL MEMBERSHIP

Combating Fraud

In order to combat potential instances of fraud and to reduce the risk of
pension overpayments we participate in the Audit Commissions anti-fraud
initiative. For this initiative, we are providing details of pensioners to other
bodies responsible for auditing or administering public funds in order to prevent
and detect fraud. This will ensure, for example, that no pensions are being
paid to persons who are deceased or no longer entitled, and that occupational
pension income is being declared when housing benefit is applied for. These
exercises help promote the best use of public funds. Further information is
available on our website www.yourpension.org.uk
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LPFA’s full Pension Fund Annual Report 2013-14 will be available from 30
September 2014. This full report includes:
•
•
•
•

Pension Fund Accounts
Investment Review
Governing the Fund
LPFA Administrative Performance

Reports will be available on our website or hard copies can be obtained by
contacting the Corporate Development Team

Contact Us

Annual Report Enquiries
For further information on the
content of our Annual Report 2013-14
please contact:
Corporate Development Team
tel: 020 7369 6058
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
Corporate website
www.lpfa.org.uk

Visit Us

Our office is open Mon-Fri,
8.30am-5pm
Dexter House
2 Royal Mint Court
London
EC3N 4LP
BUT . . .

WE’RE MOVING!

Our London office will be moving in
autumn 2014. Our new address will
be:
169 Union Street
London
SE1 0LL
All contact telephone numbers and
email addresses will remain the
same.
If you are planning on visiting us
after September please check our
website.

Member website
www.yourpension.org.uk
Connect with us

ISO 27001
ISO 14001

