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About the Strategic Policy Statement and
Medium-Term Financial Plan

The London Pensions Fund Authority (LPFA) prepares its Strategic
Policy Statement (SPS) and Medium-Term Financial Plan (MTFP)
in accordance with Section 402 of the Greater London Authority
Act 1999. This legislation requires the LPFA to set out its strategic
priorities and financial projections covering the next three financial
years and to submit both to the Mayor of London for comment by
31 December preceding the start of the first year of the plan.

The SPS summarises and updates the LPFA's aims and sets out its
strategic priorities for the period 1 April 2026 to 31 March 2029.

The MTFP presents the detailed budget for the next financial

year and projections for the following two years. It also specifies
the amount of any levy proposed under the Levying Bodies
Regulations 1992 and outlines the resources required to deliver the
LPFA's objectives, including the costs of services provided by Local
Pensions Partnership Administration (LPPA) and Local Pensions
Partnership Investments (LPPI).

For 2026-29, these two documents have been combined into a
single integrated report. This approach reduces duplication and more
importantly, presents a clearer link between the LPFA's strategic
priorities and the financial resources required to deliver them.

How we are run

Since April 2016, as part of the Local Government Pension Scheme
(LGPS) pooling reforms, the administration and investment
management of the LPFA Pension Fund (the Fund) have been
delivered by LPPA and LPPI respectively.

While these operational functions are provided externally, the
LPFA retains statutory responsibility for the Fund and exercises
governance oversight through its Board and committee structure.

The LPFA directly employs around 27 staff across its core
operations. Under the leadership of the new Chief Executive Officer,
the organisation has undergone a full restructure to consolidate
senior roles, clarify lines of accountability and better align
responsibilities with the LPFA's strategic objectives. Further details
of these changes are outlined later in this document.
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Introduction from John Preston

Chair | LPFA Board

The Fund's overall financial position remains strong. As at

31 March 2025, it was valued at £8.08 billion, up from £8.03 billion
the previous year, representing continued asset growth in a period
of market and inflationary uncertainty. Although investment
performance over the period was 3.1% against a target of 6%,
five-year performance at 8.5% remains aligned with our long-term
objective. As long-term investors, the LPFA Board (the Board) is
satisfied that current returns are consistent with the level of risk
appropriate to the Fund's strategy.

The Fund has completed its Triennial Valuation (Valuation) as at
31 March 2025. The outcome of the Valuation is that the Fund

as a whole remains in surplus and very well-funded, however the
overall funding position has fallen since the 2022 Valuation from
128% to 120%. This reflects a challenging macroeconomic period
characterised by persistent inflation, lower investment returns
and wider market volatility. These conditions have influenced
both the overall funding position and the underlying assumptions
used in the Valuation, which have in turn affected individual
employer outcomes.

Pooling continues to deliver measurable financial benefits.
Fee savings for the LPFA in 2024-25 totalled £19 million, bringing
cumulative savings since pooling began in 2016 to £121 million.

The funding level of 120% demonstrates our ongoing financial
resilience and disciplined approach to long-term investment.

The LPFA's principal objectives are to ensure the accurate and
timely payment of pension benefits to all members in accordance
with the LGPS Regulations, while maintaining stable and affordable
primary contribution rates for participating employers.

Beyond these core objectives, the Board's wider priorities remain
to govern well and deliver value for money, to build the LPFA's
organisational capacity and resilience and to anticipate and
respond effectively to changes that may affect the Fund’s long-
term sustainability and performance.

A major development for the Fund is the Government's
consolidation of LGPS investment pools, reducing the number
from eight to six and requiring 21 funds to find new pooling
arrangements. LPPI is one of the six remaining pools and will

be joined by six additional funds. This transition will change
LPFA's position from being a joint shareholder with Lancashire
County Council to one of nine equal shareholders in the new LPPI
structure, requiring updates to the shareholder agreement and
associated governance frameworks.

The forthcoming Pension Schemes Bill, currently progressing
through Parliament and expected to receive Royal Assent in spring
2026, incorporates the Government’s Fit for the Future reforms.

It introduces a new requirement for LGPS funds to consider the
local investment priorities of their strategic authority or mayor
when taking investment decisions.

For the LPFA, this will mean working with LPPI to reflect the
investment needs of a wider group of funds: Avon; Cornwall;
Devon; Dorset; Somerset; London; Berkshire and Lancashire, as
well as the Environment Agency which covers all of England and
Wales. Meeting the diverse requirements of these partners will
be a challenge but LPPI has already demonstrated strong local
investment capability through its work with the LPFA, Lancashire
and Berkshire. We welcome the opportunity to work with a wider
group of funds and will continue to work closely with LPPI to
identify appropriate local investment opportunities within Greater
London. The expanded LPPI pool is expected to deliver significant
economies of scale, with assets under management projected to
grow from approximately £27 billion to £54 billion.

During her first year in post, our Chief Executive Officer, Jo Donnelly,
has taken the opportunity to deepen her understanding of the
LPFA's operations and to build strong relationships with our partners
and stakeholders. She has undertaken a comprehensive review

of operational effectiveness to support the efficient delivery of
services, designing a structure that optimises accountability and
decision-making and identifies opportunities for improvement.

The new team structure focuses on three areas of the organisation:

+  The operation of the Fund, encompassing investments,
employers and members;

+  Governance and legal management, including risk and
compliance;

+  Finance and corporate resources, covering staffing and
financial management.

This restructuring delivers greater clarity of responsibility and
efficiency, with gross staffing savings of £514,000 providing
improved value for money.

As a client, senior officers within the LPFA team continue to
manage our relationships with both LPPA and LPPI. This will
remain a priority as we seek to maximise the benefits of system
improvements at LPPA and to progress our responsible investment
and climate-related objectives with LPPI.

The LPFA recognises that climate change presents a material
financial risk to the long-term security of the Fund. Our Investor
Climate Action Plan 2024-25 sets out our goals, interim targets
and progress to date. More than 80% of the Fund is now covered
by net-zero objectives and in June 2025 we announced our
intention to invest 5% of the Fund in climate solutions. We recognise
the challenge of achieving these goals and will take the opportunity
to renew our response to climate resilience working with LPPI and
our new pooling partners.
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Alongside these priorities, we continue to monitor wider
legislative and regulatory change across the pensions sector.
The implications of the McCloud age discrimination ruling remain
significant and continue to present challenges for administrators
and employers in implementation. Preparation is also underway
for the launch of the Pensions Dashboard, currently expected in
2027. We are awaiting Government guidance on Taskforce for
Climate-related Financial Disclosures reporting for the LGPS,
while also reviewing the Financial Reporting Council's updated
Stewardship Code.

The Board is well placed to guide the LPFA through these
developments. Its members bring extensive and diverse
experience across governance, fund management, climate
policy and responsible investment. This strength is reinforced

by a clear understanding of the responsibilities of a public
authority alongside the need to run the Fund with commercial
discipline. Members contribute insight from public life and local
government as well as deep sector expertise, ensuring decisions
are transparent, accountable and focused on long-term value for
members and employers. Their collaboration continues to be one
of the LPFA's greatest assets.

John Preston, Chair | LPFA Board
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Our 2026-29 corporate objectives and

future strategic direction

The proposed priorities for 2026-27 build on those approved for
2025-26 and represent the next stage in LPFA's strategic direction.
The focus now shifts from preparing for change to governing
effectively within an evolving LGPS environment. The updated
priorities reflect LPFA's responsibilities arising from the transition

of LPPI into a new corporate structure, involving nine shareholders,
while LPFA and Lancashire County Council will continue to jointly
own LPP and LPPA.

New areas of focus include the integration of governance between
LPP and the new LPPI structure, shareholder readiness and
engagement for the new arrangements, and the development

of a data strategy to strengthen oversight and decision-making.
Ongoing priorities relating to LPPA performance oversight,
organisational capacity, responsible investment, and employer
funding strategy will continue, moving from planning to delivery
and continuous improvement.

LPFA's strategic objectives for 2026—29 remain framed around
three core pillars:

+  Governing well,
+  Building resilience and capacity,

+  Leading through change (an evolution from ‘Preparing
for change).

Governing well

Shareholder governance and dual ownership

Strategic oversight of LPP remains a core responsibility for the
LPFA. As a shareholder, we actively monitor costs and assess the
value for money of the services delivered through LPP, maintaining
a clear focus on enhancing quality and outcomes for all clients
within the partnership.

Following the Government's reduction in the number of
investment pools from eight to six and the addition of six new
partner funds to LPPI, our relationship within the partnership is
evolving. This change requires careful planning to ensure that
governance and operational arrangements are updated to reflect
the new structure.

The emphasis now moves from preparing for reform to governing
effectively within the new partnership model. LPFA will continue
to strengthen its shareholder role alongside Lancashire County
Council for LPP and LPPA, while defining its position within the
new LPPI structure. The priority is to establish clear escalation
routes, align objectives across ownership layers and maintain
transparent and consistent reporting. This work brings together
the previous strands of governance integration and shareholder
readiness under a single focus.

Working with LPPI

Over the coming year, the focus will be on strengthening our
partnership with the existing LPPI funds and the six new partner
funds. The proposed model represents an evolution of the current
corporate and governance structure, with new partners becoming
equal shareholders in a new company that will hold only the
investment business.

Key priorities for the year ahead include the continued application
of our proactive Funding Risk Management Framework which uses
forward-looking metrics to identify and manage emerging funding
and contribution risks at an early stage. We will also maintain close
collaboration with LPPI to consider opportunities for local investing
as well as advance responsible investment practices, deliver on
our net-zero commitments, and enhance environmental, social and
governance (ESG) reporting transparency to meet both fiduciary
and sustainable investment objectives.

Working with LPPA

LPPA has continued to show improvement in the performance of
services to members over the past year. Service levels reached
98.3% against the 95% target and the average call wait time at
LPPA's Contact Centre was two minutes and forty-four seconds,
comfortably within the four-minute standard. Member complaints
have fallen by more than one third over the reporting period while
registrations to the online member portal, PensionPoint, increased
from 32,132 (32%) to 37,442 (37%).

Although overall performance is strong, there remain areas for
improvement, particularly in enhancing member satisfaction with
the retirement process. Over the coming year, the focus will move
beyond service-level performance to a broader oversight role

that includes LPPA's system investment, automation roadmap,
and service quality. LPFA will continue to maintain structured

and transparent performance monitoring to ensure that LPPA's
development remains aligned with positive outcomes for members
and employers.

LPFA's role within a reformed LGPS landscape

The LPFA will engage constructively with new fund partners
through the new LPPI structure, champion good governance
practice and contribute to national discussions on future fund
structures and pooling models. LPFA will also support funds that
are exploring or transitioning toward the single-purpose authority
model. Finally, we will continue to explore opportunities to achieve
enhanced economies of scale and efficiency within pension
administration in the LGPS.

LPFA Strategic Policy Statement and Medium-Term Financial Plan 2026-29 5



Board maturity and governance development

The LPFA Board completed a Board Effectiveness review in
December 2025. The review confirmed that the Board is operating
well, with balanced contributions, open challenge and a stronger
strategic focus. It also identifies areas where further development
will support Board maturity as the governance environment evolves.
During the period of this SPS, the Board will implement an action
plan that strengthens succession and skills planning, clarifies

the distinction between shareholder and client roles, improves

the structure and signposting of Board papers, and enhances
Committee reporting and training. This programme will ensure the
Board remains well placed to oversee the new LPPI shareholder
arrangements and meet the higher governance expectations arising
from forthcoming legislative and regulatory change.

Building resilience and capacity

As the LGPS continues to evolve, the LPFA remains focused
on strengthening organisational resilience to navigate future
challenges. During the summer of 2025, the Chief Executive
Officer initiated a review of the LPFA's operational structure,
which concluded in August. The outcome of the review was
a consultation with staff on a proposed new structure, which
was conducted during September and October, with the final
arrangements confirmed in November 2025.

Under the new structure, the organisation is now arranged
around three directorates rather than four. The Funding and
Investment directorate has been expanded to focus on the Fund's
employers, members and investments. The Compliance and Risk
Management directorate now includes governance, legal and the
Monitoring Officer role, creating a more integrated approach to
assurance. The Chief of Staff and Section 151 responsibilities
have been consolidated into a single Director of Finance and
Corporate Resources role, strengthening financial leadership and
accountability.

Internal Controls, governance, risk and compliance maturity and
assurance

It remains a priority to continue to address the weaknesses in

risk management, internal controls and assurance that were
identified through internal audit during 2024-25. In particular, the
LPFA will focus explicitly on strengthening the effectiveness of
internal controls, embedding an integrated approach to assurance
reporting and improving the alignment of risk and assurance
information across the organisation. This work will help ensure
that oversight remains strong and that governance standards
continue to develop in line with best practice.

Leading through change

Each LPFA department contributes to our corporate objective
delivery, working collectively to support long-term sustainability,
adaptability and responsiveness.

Pensions

Funding and investment

In managing the assets and liabilities of the Fund, the LPFA's primary
objective is to achieve appropriate risk-adjusted returns for the

Fund and to maintain stable and affordable primary contributions
for our employers. With the Valuation now complete, we will use

the updated funding position to continue supporting employers
through the next valuation cycle. The Valuation took place against

a backdrop of market volatility and inflationary pressure, making
ongoing monitoring and engagement important. We will ensure our
funding and investment approaches remain aligned with long-term
stability and employer affordability.

Employer funding strategy and differential investment structures

With the Valuation now complete, the focus turns to embedding
the employer funding and covenant approach agreed for this
valuation cycle, supporting ongoing financial stability and
transparency. The LPFA will also explore differential investment
strategies designed to balance risk, funding stability and employer
affordability, ensuring that investment approaches remain aligned
with the needs and profiles of individual employers.

Investment strategy, responsible investment and climate change

The LPFA will undertake a deeper review of its investment

beliefs in response to changing market conditions and the
evolving climate policy landscape. This review will examine the
role of decarbonisation metrics, temperature pathways and

other measures of climate risk in assessing long-term value.
Alignment with new pooling partners will be important, particularly
in developing shared approaches to climate risk, local investment
and broader attitudes to risk and return. The LPFA will also
consider how climate resilience commitments, local investment
priorities and stewardship objectives can be fully integrated within
its long-term investment strategy.

Employer Services (ES)

The ES team continues to provide regular support to employers
across a wide range of areas including the Valuation process;
admissions and cessations; mergers and transfers; accounting
valuations and covenant assessments. Building on this core
support, and aligned to our employer engagement strategy, we will
continue to take a proactive and structured approach to how we
work with employers. As part of this ongoing strategy, we will:

+  Maintain regular and consistent engagement with employers
to strengthen relationships and anticipate emerging issues

Provide clear, timely and accessible information to help
employers manage their LGPS responsibilities effectively

+  Support employers through regulatory and scheme changes

+  Enhance joint working with LPPA to improve the overall
experience for employers and help employers engage with their
employees on pension matters

+  Assist employers to ensure their staff understand the value of
the LGPS.
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Communications and stakeholder engagement

The LPFA will place greater emphasis on clear, proactive
communication and engagement with employers, members and
stakeholders. The LPFA is committed to improving transparency
around pooling, funding and investment decisions, ensuring that
messages are consistent, accessible and aligned with our strategic
priorities. During this period of reform within the LGPS, particular
attention will be given to strengthening understanding of LPFA's role
within the wider scheme and promoting the perceived advantages in
the governance and management model of the Fund.

Governance, risk and legal
Governance

The governance function continues to ensure accountability,
transparency and value for money across all decision-making

by the LPFA as the administering authority. The Board and its
Committees provide strategic direction and oversight, with
decisions made in the best interests of members and employers.
In the year ahead, the focus will include implementing the findings
of the Board Effectiveness Review 2025, strengthening succession
and skills planning, and updating the governance framework to
reflect the new statutory requirements introduced through the
Pension Schemes Bill. These changes will enhance governance
expectations for LGPS administering authorities and reinforce

the Board's role in accountability and assurance. Training will
continue for both the Board and the Local Pension Board, tailored
to their different statutory responsibilities. The governance team
will also continue to support shareholder arrangements within the
new LPPI structure. Through this work, the LPFA will maintain a
resilient and compliant governance framework that is transparent,
proportionate and able to adapt to future regulatory change.

Risk

The risk function’s priorities for the coming year include enhancing
risk management practices, strengthening internal controls,
embedding a more integrated approach to assurance reporting
and improving the alignment of risk and assurance information
across the organisation.

The Protecht platform—introduced in 2024-25—underpins our
strategic aim of embedding risk management culture within the
business, providing tools and guidance to help all functions identify,
capture, and manage risks in a compliant and pragmatic manner.

This approach to the ‘three lines of defence’ delivers an integrated,
automated view of risk, supported by detailed reporting that
enables regular review, informed discussion, and timely action
across the risk environment. By consolidating functional strands
into a single system, we create a unified view that supports both
operational resilience and the strategic growth of the LPFA.

Legal

The legal function continues to support LPFA's strategic objectives
by providing advice and guidance that ensure activities across

the LPFA, including in relation to its contractual arrangements
with LPPI and LPPA, are conducted within a robust and compliant
legal framework. This framework includes LPFA's statutory duties,
the LPFA Constitution and other applicable legal and regulatory
requirements. The function provides practical, proactive advice to
enable sound decision-making, effective risk management and the
delivery of long-term strategic goals, safeguarding the interests of
Fund members, employers, regulators and other stakeholders.

The function manages dispute resolution, contract review and
negotiation and supports review of internal policies and guidance
on contractual frameworks. It also offers guidance on emerging
legislation, regulatory change and ESG-related obligations in the
evolving LGPS landscape. Through legal oversight and where
appropriate, in partnership with the LPFA's external advisors, the
legal function helps ensure the LPFA remains resilient, compliant
and aligned with best practice.

As part of the LPFA's new organisational structure, the legal
function will form a core component of the new Governance,

Risk and Legal directorate, reinforcing the integration between
legal, risk, compliance and governance functions at a strategic
level. This alignment will strengthen the LPFA's ability to manage
risk holistically, enhance assurance to the Board, and deliver
coordinated support across all business areas. The function will
continue to adapt its advisory approach to reflect this integrated
model, supporting the LPFA's operational transformation and long-
term strategic outcomes.

Finance and corporate resources
Finance

Following the introduction of the new organisational structure,
the Finance and Corporate Resources Directorate has brought
together finance, HR, IT and facilities management into one team.
Drawing together the core resources, the organisation aims to
strengthen decision-making and improve ways of working.

The finance function is responsible for the overall financial
management of the organisation, ensuring policies and processes
are in place for budgetary management and financial control;
developing and implementing the Medium-Term Financial Plan
together with the annual budget, which supports the delivery of the
LPFA's corporate objectives; drawing up the annual statement of
accounts for the organisation and obtaining an unmodified audit
opinion; ensuring the secure management of the LPFA's financial
assets and liabilities on behalf of our members and stakeholders
and providing financial insight and guidance that supports
decision-making for the Board and other stakeholders.

During the coming year the focus will be on introducing the CIPFA
Financial Management Code. This requires a review of the policies,
processes and financial controls in place across the organisation for
financial control and budget management, ensuring that the senior
team and all members of staff are aware of their responsibilities in
respect to financial management and value for money.

Corporate resources

The Board established a set of core corporate behaviours in 2019
that continue to underpin the organisation’s culture and success.
These behaviours guide how we work and support the delivery of
our corporate objectives. We strive to perform at our best, deliver
results, prioritise our people, collaborate effectively and act with
integrity in everything we do.

We are strengthening our employee development initiatives,
ensuring that our people have a solid grounding in the knowledge
of the LGPS. We are also focused on continuing professional
development across all departments and enhancing the
collaborative working environment. We also strive to attract,
develop, and retain top talent creating an environment that
positions the LPFA as an employer of choice.
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A successful migration of the LPFA IT tenancy from the shared During this period of migration and embedding of the new

LPPIIT platform to a stand-alone, purpose-built IT tenancy took environment, the plan for the full digitisation of member data has
place in November 2025. This has established a separation been paused and will be kept under review, while retrieval and
between LPPI and LPFA data, thereby reducing potential attack digitisation will be carried out by LPPA as part of the normal day-to-
and data loss risks to both organisations. This move was also day running of the pension fund administration.

supported by the migration from a Fileshare environment to a
SharePoint environment, improving information security and
enabling simplified collaboration.

As part of the move to address PwC guidance on best practices
in IT, this migration presented an opportunity to commission an
external security operation centre whilst retaining the expertise of
LPPI colleagues.
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Budgets 2026-29

This section sets out LPFA's budget for 2026—27 and indicative
projections for the following two years, covering the Operational
and Residual Liabilities accounts and the recharges to the Fund
in line with the Strategic Policy Statement. The figures are based
on confirmed changes for 2026-27 and prudent assumptions
thereafter. The LPFA remains committed to delivering value for
money across all areas to achieve the best possible outcomes for
members, employers and stakeholders.

Assumptions

The Consumer Price Index (CPI) has remained above the Bank
of England (BoE) target of 2% throughout 2025-26. CPI stood at
3.8% in September 2025, and the BoE expects it to remain above
3% for the rest of the year. Interest rates were maintained at 4%
in October 2025, and were subsequently reduced to 3.75% in
December 2025.

Underlying UK GDP growth has remained subdued, reflecting

a gradual loosening of the labour market and continued spare
capacity within the economy. Domestic and geopolitical risks to
economic activity persist.

Salary inflation for employees has been set at 3%, with the same
assumption applied for future years. Board pay has not been
increased. Contract inflation has been budgeted at CPI or RP,
depending on individual contract terms.

Oversight and governance

The overall operational budget has decreased by £266,000 (4.1%),

from £6.553 million to £6.287 million. This reduction reflects total
savings of £369,000, offset by £103,000 for pay inflation.

Staff costs have reduced overall by £411,000 following the removal
of several one-off posts in the 2025-26 structure and the full-year

effect of the new organisational structure. The budget also includes
provision for 39 weeks maternity cover during the year. Board
costs have increased by £18,000 to reflect actual expenditure.
Consultancy fees have reduced by £98,000 as additional activity
planned for 2025-26 is not continuing. The budget provides for
the investment in support required to deliver projects in line with
the priorities.

The budget for audit has increased by £55,000 to provide capacity
for the internal audit of the implementation of the CIPFA Financial
Management Code. Actuarial fees have reduced by £74,000
following completion of the Valuation as at 31 March 2025.

Office costs and accommodation budgets have increased by
£200,000 to support relocation when the lease on 169 Union Street
ends. The communications budget has increased mainly due to
the expected development costs for the LPFA website.

IT budgets were increased last year by £155,400 to support the
migration to the new tenancy and ongoing support. Although the
migration was essential on security grounds, it has meant that the
economies of scale achieved by being in the LPPI tenancy are no
longer available to LPFA. To be prudent the budget growth from last
year is retained. A small amount of growth has been applied for
other licence fee increases.

Non-contract income and bank interest budgets have been
increased by £1,000 to reflect actual income levels.

Atotal of £5.786 million is chargeable to the Fund, representing a
reduction of £116,000 from 2025-26. The administration fee charged
by LPPA is estimated to be £3.45 million, an increase of £10,000.
Management fees of £472,000 are chargeable to Residual Liabilities.
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Changes since last MTFP

Costs
growth/(savings)

Budget Income Budget Budget Budget
2025-26 Inflation (growth)/loss 2026-27 2027-28 2028-29
Oversight and governance £'000 £'000 £000 £000 £'000 £'000

Cost description

Staff costs 3,570 103 (514) 3,159 3,223 3,287
Board costs 349 - 18 367 374 382
Consultancy 571 - (98) 473 482 492
Audit 351 - 59 406 414 422
Actuarial 276 = (74) 202 206 210
Accommaodation 307 = 152 459 468 478
Communications 155 - 48 203 207 211
IT costs 493 = 8 496 506 516
Legal 150 - - 150 153 156
Office costs 331 - 41 372 380 387
Total gross costs 6,553 103 (369) 6,287 6,413 6,541

Income description

Fee income (25) = 1 (24) (24) (25)
Interest 3) = 2) (5) (5) (5)
Total income (28) = (1) (29) (29) (30)
Total net costs 6,525 103 (370) 6,258 6,383 6,511
Management fees for Residual Liabilities (635) (19) 182 (472) (316) (156)
Oversight and governance recharge to

the Pension Fund 5,890 84 (188) 5,786 6,067 6,355
Admin cost recharge to the Pension Fund 3,440 110 (100) 3,450 3,554 3,660
Total cost recharged to the Pension Fund 9,330 194 (288) 9,236 9,621 10,016
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Residual liabilities

The LPFA manages certain historical liabilities, including
asbestosis claims, for the former Greater London Council (GLC)
and Inner London Education Authority (ILEA) following their
abolition. These payments are not chargeable to the Fund and
are recovered through a levy on the London boroughs.

The budgets for residual liabilities contain inherent uncertainty.

The GLC employees’ liabilities were partly transferred to London
boroughs when the GLC was dissolved in 1986. Similarly, ILEA's
closure in 1990 transferred staff liabilities to the London boroughs.
However, certain liabilities were transferred to LPFA, requiring the
London boroughs to cover funding shortfalls through levies.

LPFA has established a provision for known and anticipated claims,
the costs of which will continue to be met through the borough levy.

Levy income totals £8 million, comprising £1 million from the Greater
London boroughs and £7 million from the Inner London boroughs,
reflecting the distribution of expected claims. The levy is fixed for
three years and is recalculated alongside the Valuation.

Actual
2024-25
£000

Residual Liabilities

Management charges

These have historically been reduced in line with the fall in
unfunded benefits and was £635,000 in 2025-26. The calculation
has been revised to cover the cost of the specific tasks and an
allocation for overheads, including the following:

+  Recharging pension costs from the Fund to Residual Liabilities
each month

+  General pensions administration

+  Credit control of the Residual Liabilities debt

+  Cash allocation and reconciliation

+  Managing asbestosis claims

+  Calculating the asbestosis provision

+  Generating the levy charge each year

+  IAS19 and Valuation

+ Inherited liabilities

+  External audit

+  Statutory accounts

+ Qverheads

The implementation of the new methodology will be phased over
three years and results in lower management costs for the boroughs.

Budget
2025-26
£000

Budget
2027-28
£000

Budget
2028-29
£000

Greater London

Unfunded pension costs 6,034 4,742 4,390 4,229 4,077
Asbestosis provision 286 762 967 996 683
Management expenses 273 269 200 134 66
Total cost 6,593 5,773 5,557 5,359 4,826
Funded by

Returns (1,931) (1,154) (854) (743) (634)
Levy (1,000) (1,000) (1,000) (1,000) (1,000)
Total income (2,931) (2,154) (1,854) (1,743) (1,634)
Net outflow 3,662 3,619 3,703 3,616 3,192
Funded by

Inner London

Unfunded pension costs 8,733 8,908 8314 8,067 7,908
Asbestosis provision 8 186 90 92 63
Management expenses 366 365 272 182 90
Total cost 9,104 9,459 8,676 8,341 8,061
Interest (978) (577) (494) (459) (432)
Levy (7,000) (7,000) (7,000) (7,000) (7,000)
Total income (7,978) (7,577) (7,494) (7,459) (7,432)
Net outflow 1,126 1,882 1,182 882 629
Total net outflow 4,788 5,501 4,885 4,498 3,821
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Pension Fund

Dealings with Members

The 2026-27 budget results in a net outflow from dealing with
members of £188.3 million.

Total 2026-27 contributions income is £170.6 million, compared
to a forecast for 2025-26 of £163.2 million, this is a 2.8% increase
after adjusting for employers that ceased up to 30 September
2025 and those that are in the process of leaving the Fund.

Total 2026-27 benefits payable, including lump sums, is £359.5 million
compared to a forecast for 2025-26 of £346.3 million, an increase
of 3.8%, being the September 2025 CPI increase.

The other dealings with members in 2025-26, being transfers in,
transfers out, Additional Voluntary Contributions (AVC) payments,
lifetime taxes and other benefit related taxes result in a net outflow
of £0.6 million.

Employer contributions 2025-26 forecast

The 2025-26 forecast for primary employer contributions is derived
by applying the employer contribution rates per the Rates and
Adjustment Certificate in the 31 March 2022 Valuation report to the
forecast of actual pensionable pay for the year. The pensionable pay
is derived by extrapolating actual pensionable pay to 30 September
to the year end, after adjusting for employers that had ceased

being in the Fund up to 30 September 2025 or are in the process
of leaving.

Employer contributions 2026-27 to 2028-29

The pensionable pay projection for 2025-26 has been uplifted each
year by the BOE's projected CPI inflation rate plus 1% being 4% for
2026-27, 3% for 2027-28 and 3% for 2028-29 after adjusting for
employers who have left the scheme or who are due to leave.

The contribution rates are derived from the final results of the
Valuation as at 31 March 2025.

Employee contributions 2025-26 forecast

The contribution income received to 30 September is extrapolated
to the end of the year after adjusting for employers who have left
the Fund during the year. The average actual rate used was 7.29%.

Employee contribution income 2026-27 to 2028-29

This has been calculated using the same pensionable pay used
for employer contributions. The average employee contribution
rate was derived by the actuary as part of the 2025 Valuation,
being 7.3%. The average rate for the Valuation as at 31 March
2022 was 7.2%.

Pensions payable and lump sums forecast
2025-26

The actual costs to 30 September 2025 are extrapolated to the
year end to produce the forecast for the year.

Pensions payable, lump sums budget for 2026-27
to 2028-29

The forecast costs for 2025-26 are uplifted by the CPI for
September 2025, being 3.8% to create the 2026-27 budget, the
BOE projected CPI for September 2026, being 2.7% for 2027-28
budget and the BOE projected CPI for September 2027, being 2.0%
for the 2028-29 budget.

Transfers in and out

Transfers in and transfers out cannot be estimated with any
degree of certainty but have been assumed to increase in line with
pensions payable.

Deficit contributions

The deficit contribution rates (if any) will be calculated in accordance
with the preliminary results from the Valuation.

Other contributions

Other contributions are a result of the agreement with the
Residual Bodies to reduce the Levy paid to the Residual Liabilities
to £8 million and pay £12 million into the Fund to clear historic
underfunding of existing liabilities within the Fund. The amount
payable is fixed for three years.

Investments

Change in market value is difficult to predict, hence investment
performance is assessed against benchmarks rather than against
a budgeted figure. For the purpose of the MTFP we have used the
long-term net growth anticipated by our fund manager LPPI of 5%
per annum.
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Pension Budget

Forecast Budget
2025-26 2028-29

Pension Budget £m £m

Opening estimated net assets as at 1 April 8,171.0 8,076.7 8,385.2 8,804.5 9,244.7

Dealings with Members

Employee contributions 52.8 539 55.6 57.3 59.0
Employer contributions 91.1 92.3 98.1 103.5 107.6
Other contribution income 12.0 12.0 12.0 12.0 12.0
Employer deficit contributions 0.5 02 0.1 0.1 0.1
Augmentation contributions 4.8 4.8 4.8 49 5.1
Pensions benefits (291.2) (292.2) (303.3) (311.5) (317.7)
Lump sums (43.1) (54.7) (56.2) (57.7) (58.8)
AVC & Tax (2.0) (2.0) (2.0) (2.1) (2.1)
Transfersin 347 20.7 21.5 221 22.6
Transfers out and refunds (19.4) (18.2) (18.9) (19.4) (19.7)
Net (withdrawals) from dealings with Members (159.9) (182.5) (188.3) (190.7) (192.1)

Management expenses

LPP SLA pension administration fees (3.4 (3.4) (3.5) (3.6) (38.7)
Other governance costs (0.3) (0.1) 0.7) 0.1) 0.1)
Oversight & governance (5.9) (5.4) (5.8) (6.0) (6.3)
Total management expenses (9.6) (8.9) 9.3) 9.7) (10.1)
Investments

Investment income 284.0 184.1 193.3 202.9 213.0

Profit and loss on disposal and change in market value 402.1 405.7 517.6 536.4 555.0

Pooled charges (108.0) (89.6) (93.8) (98.5) (103.4)
LPP SLA non-pooled fees (0.1) (0.2) 0.2) 0.2) 0.2)
Total investment returns 578.0 500.0 616.9 640.6 664.4

Net additions from managing the Pension Fund 408.4 308.5 419.3 440.2 462.2

Closing estimated net assets as at 31 March 8,579.4 8,385.2 8,804.5 9,244.7 9,706.9
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