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London Pensions Fund Authority
Strategic Policy Statement 2025-28

About the Strategic Policy Statement

Our Strategic Policy Statement (SPS) is prepared
following the Greater London Authority Act 1999 Section
402. This requires us to prepare a Strategic Policy
Statement and a Medium Term Financial Plan (MTFP)
covering the next three financial years. Both documents
must be submitted to the Mayor of London for comment
by 31 December before the start of each financial year.

The Strategic Policy Statement: summarises and updates our
aims and sets out our strategic priorities from 1 April 2025 to
31 March 2028.

The Medium-Term Financial Plan: this sets out the budget

for the next financial year and the projections for the following
two years and states the amount of any levy which we propose
to make (in keeping with levying bodies regulations). It sets
out the resources that we need to deliver on our objectives

and any charges for the services provided by Local Pensions
Partnership Administration (LPPA) and Local Pensions
Partnership Investments (LPPI).

How we are run

Since April 2016 and following pooling, administration of the
London Pension Fund Authority Pension Fund (the Fund) and
our day-to-day investment decisions have been delivered by
LPPA and LPPI respectively. These are subsidiaries of the Local
Pensions Partnership (LPP), a 50:50 joint venture between the
London Pensions Fund Authority (LPFA) and Lancashire County
Council (LCC).

We now directly employ around 25 LPFA staff across Employer
Management Services, Funding and Investment, Finance, Legal

and Governance, Compliance and Risk, and People and Corporate

Services. These internal staff manage the smooth running of
our Fund.
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Building on solid foundations

Introduction from John Preston, LPFA Board Chair

The Fund stands on solid financial foundations, ready for change.

Our financial position remains strong. We estimate that we are
118% funded and our assets have grown to £8.0 billion as at
31 March 2024. This an increase compared to the £7.7 billion
as at 31 March 2023, and it is encouraging to see during this
challenging investment and inflationary environment.

While we are in good financial health, we will continue to work to
protect the future of the Fund. Our principal overarching aim is to
ensure that all our members receive the correct pension to

which they are entitled when it falls due and that we keep, as far
as possible, the stability of contributions for our many employers.

Outside this core strategic aim, our Board's objectives remain
the same as last year and can be summarised as: to govern well
while providing value for money, to build the LPFA's capacity and
resilience and to prepare for any change that risks the future
sustainability and performance of the Fund.

These are particularly important as the Local Government

Pension Scheme (LGPS) is undergoing major change, government
intervention in the wider pension system is increasing and
consolidation is on the horizon. In a world of more collaboration,
sharing and learning best practice, the LPFA must be fit for purpose
over the next three years and will need to develop more capability
and resilience.

While the precise nature of the future is uncertain, we are supportive
of the aspirations expressed by the Pensions Regulator and the
Government for fewer, better managed and more innovative
schemes and funds. Government is also particularly encouraging
scale, pooling and consolidation across all aspects of UK pensions.
The recent consultation announced in the Mansion House speech
by the Chancellor promotes a pooling approach broadly in line with
the LPFA and LPPI model. Our governance arrangements, whilst
very different to typical LGPS funds, already means that we have
independent Board members with financial and pensions expertise,
and we are very willing to support other funds and pools as the
LGPS faces change.

In preparing for this consolidation, we increased our team
sustainability and resourcing last year. Having successfully and
cost-effectively brought previously outsourced functions back in-
house, the Board was and is supportive of that increase in capacity
and acknowledges the many improvements that it has delivered.

It has undoubtedly created a well-run and professional
organisation, well-positioned to be a welcoming partner as the
LGPS changes and progresses.

However, we recognise that the workload is not diminishing and
while much has been achieved, preparing for consolidation means
that there is a lot more to do. This is particularly true when it
comes to supporting the improvement of services provided by
our administrators, LPPA, and to a lesser degree, our investment
manager LPPI.

As a client, senior officers of the LPFA team increasingly manage our
relationship with both LPPA and LPPI. That will also continue and
needs to be supported as we look to gain additional benefits from
the system improvements at LPPA and delivery of our responsible
investment objectives and climate change commitments with LPPI.

It is, of course, very gratifying to see LPPI report savings since
pooling of over £200 million. This is testament to the benefits
that pooling can bring to the LGPS, to the professionalism of our
organisations and to the significant investment that has been
undertaken in reviewing and strengthening the governance of LPP
by ourselves and LCC as shareholders. This oversight as owners
will continue to require time, energy and resources in the 2025-28
period to ensure their ongoing success and delivery of benefits to
us and our members.

We are also mindful that layered on top of changes in our industry,
there are legislative and regulatory changes too. The implications
of the McCloud ruling are far-reaching and continue to be time-
consuming for administrators and employers alike. Preparation is
also needed for the launch of the Pensions Dashboard in October
2025, Taskforce for Climate-Related Financial Disclosures (TCFD)
reporting and Stewardship Reporting.

The last Government'’s interest in pension funds and their
investments, particularly where those investments can help the
country more widely, has continued with the new Government.
We have responded to the consultation on the efficiencies in the
management, administration and governance of the LGPS from
the last Government. The new Government has announced a
pensions review and we expect to see a Pension Schemes Bill
published in the spring. As part of this review, a consultation was
launched following the Chancellor's Mansion House Speech in
November 2024.0ur initial reaction is one of agreement with the
majority of the Government'’s proposals, and we will submit a full
response to this consultation.

We are well positioned as a Board to help the LPFA navigate

these developments, and | am always pleased at how well new
Board members fit into their roles and how we collaborate.

Our Board's experience and skills are extensive and diverse and
their knowledge of governance, fund management, climate change
and responsible investment are major assets to the organisation.

It is my intention to conduct a board effectiveness review in 2025-
26, as a follow up to the one carried out in 2022-23. This is part

of the ongoing strategic initiative to enhance the organisational
governance and performance standards. The timing of the

review is motivated by the need to fully integrate the insights and
contributions of the Board members after giving the new members
a sufficient period to settle into their roles. We are delighted to
announce the appointment of Jo Donnelly as our new Chief
Executive and look forward to her joining us in April.

John Preston, LPFA Board Chair
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Our 2024-2027 corporate objectives and

future strategic direction

The LPFA is committed to ensuring pensions are delivered
to members in a secure, sustainable, and cost-effective
manner. We strive for excellence in managing pension
administration and member services while upholding our
fiduciary duty to the Fund. Our strategic objectives for
2025-28 are framed around three core pillars:

+ Governing well
Building resilience and capacity

* Preparing for change

We will achieve these objectives by collaborating closely with our
internal departments and our outsourced partners, LPPI and LPPA,
to deliver services that are transparent, accountable and aligned
with the evolving needs of our members and stakeholders.

Governing Well

Strategically managing LPPA and LPPI to ensure the delivery of
their objectives is a primary responsibility. Below, we describe our
interactions with both organisations.

Strategic Management of Local Pensions Partnership

LPP is a 50:50 joint venture between LPFA and LCC. It is one

of eight national LGPS pools. As a shareholder, we actively
monitor costs and assess the value for money of the services
provided by LPP. We remain committed to fulfilling our statutory
responsibilities, ensuring adherence to established monitoring and
reporting frameworks to ensure accountability, transparency and
regulatory compliance. As a shareholder, we remain focused on
enhancing service quality for all clients within the partnership.

Working with Local Pensions Partnership Investments Limited

LPPI is a Financial Conduct Authority (FCA) regulated investment
company, which is wholly owned by LPP. LPFA has appointed LPPI
to manage the Fund's assets, in addition to those of both LCC
Pension Fund, and The Royal County of Berkshire Pension Fund
which joined the pooling initiative in May 2018.

LPPI' manages 100% of each client's Fund assets using a whole
scheme management approach. This includes providing advice
and investment implementation, internal and external investment
capabilities, and support to invest in local opportunities and cross
pool initiatives.

LPPI's structure of governance is in line with that proposed in the
Government's consultation document LGPS:Fit for the future. The
senior team have been engaging with Government departments on
the proposals.

Our priorities include:

+ Funding Risk Management: Our proactive Funding Risk
Management Framework incorporates forward-looking
risk metrics to identify and manage emerging funding and
contribution risks at an early stage.

+ Responsible Investment and Environmental, Social and
Governance (ESG) goals: Working closely with LPPI, we are
committed to enhancing responsible investment practices and
delivering on our net-zero targets. We support ESG reporting
improvements and prioritise transparency in our investment
strategy to meet both fiduciary and sustainable development
environmental goals.

Working with Local Pensions Partnership Administration

LPPA provides pensions administration services for over 2,100
employers and 660,000 members across the LGPS, Police and
Firefighters’ pension schemes. In February 2022, LPPA began
moving all clients to a new pensions management system.

Due to external factors outside LPPA's control, the migration

had to be conducted over a much shorter period than planned
which affected service levels resulting in an increase in member
complaints. Service levels have now broadly returned to levels
expected in our service level agreements with LPPA. We remain
committed to supporting LPPA's ambitions to enhance service
quality and leverage technology and automation to meet members
needs effectively. We continue to support LPPA in the work
undertaken to improve data quality ahead of the launch of the
Pensions Dashboard in October 2025, as well as the delivery of
the McCloud ruling. We will continue to explore opportunities for
further efficiencies and improvements in administration.

)

Building resilience and capacity

As the LGPS continues to evolve, LPFA is focused on building
organisational resilience to navigate future challenges. Our resilience
strategy emphasises fostering a high-performing culture that aligns
with our statutory and regulatory responsibilities and strategic
objectives.

Developing a supportive, high-performing culture

We aim to establish LPFA as an ‘employer of choice’ within the LGPS.
A skilled, engaged workforce is critical in delivering a well-run Fund,
and we are dedicated to fostering a culture recognised for being
supportive, accountable, professional, and ambitious. Our people
processes, updated in 2024, reinforce this positive working culture
and support recruitment, management, and retention efforts.

Core Corporate Behaviours

The LPFA Board established key corporate behaviours in 2019 that
remain essential to our work culture and success. These behaviours
support our corporate objectives and guide our conduct:
+ Perform at our best

Deliver results
+ Prioritise our people
+ Collaborate effectively

+  Act with integrity
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Preparing for change

Each LPFA department contributes to our corporate objectives
with specific focus areas designed to support long-term
sustainability, adaptability, and responsiveness.

People and Corporate Services

Our People and Corporate Services department is focused on
strengthening our employee development initiatives and resource
strategies to effectively attract, develop, and retain top talent
creating an environment that positions the LPFA as an employer of
choice. We are also focused on enhancing professionalism across
all departments and building a collaborative working environment.
With the support of LPPI, our IT host, we are exploring and
implementing technology solutions to improve operational
efficiency and reduce risk. To this end, we are looking to migrate
to a dedicated Microsoft tenancy, which will provide additional
protection from cyber risks as well as lower associated costs of
operation. We are also intending to digitise historic archived paper
and microfilm records to reduce the time spent on retrieval as well
as the cost of storage.

Compliance and Risk

In addition to insights gained from our internal and external audits,
LPFA has made progress in building organisational resilience
though implementation of our enterprise risk management (ERM)
platform, Protecht. This platform supports our “three lines of
defence” approach, providing an integrated and automated view of
risk. It will enable us to make informed, compliant decisions and
enhance the governance and oversight of the Fund. This includes
ensuring compliance with the Pensions Regulator single code.

Automation allows us to report an holistic view of compliance and
risk across our organisation. Our team can then invest their time
focusing on managing the risks and assuring compliance. Our aim
is to achieve continuous improvement in governance and oversight
of the fund.

Governance

The Governance function maintains high governance standards
to ensure accountability, increased transparency, and value for
money. Our Board and Committees play an important role in
providing strategic direction and oversight, ensuring that decisions
are well-informed and made in the best interests of our members
and stakeholders. There will be more structured training to
support the LPFA Board and the Local Pension Board members
recognising their particular needs. By continuously refining our
governance framework and adopting best practices, we are
delivering efficient and professional services that align with the
evolving needs of our stakeholders.

Legal

The Legal function supports LPFA's strategic objectives by providing
expertise that underpins a compliant and secure operational
environment. Legal enables departments across LPFA to navigate
regulatory complexities with confidence, facilitating informed
decision-making and effective risk-management. This foundational
support helps LPFA maintain high standards of integrity and
compliance, reinforcing our commitment to members, stakeholders,
and LPFA's fiduciary responsibilities. Additionally, Legal manages
disputes, investigations and regulatory matters, safeguarding LPFA
against legal risks and managing reputational impact.

Finance

The Finance department develops and implements the Medium
Term Financial Plan, which supports the delivery of LPFA's
corporate objectives. The team ensures the secure management
of LPFA's financial assets and liabilities on behalf of our members
and stakeholders, providing financial insight and guidance that
supports decision-making for the Board and other stakeholders.
In order to provide this service, it is important to ensure that we
have a well-resourced professional team. A review of the finance
function undertaken during 2023-24 identified the need to update
job descriptions and to increase the resource in the team. This will
be initiated and finalised in the 2025-26 financial year.

Funding and Investment

In managing the assets and liabilities of the Fund, LPFA's primary
objective is to achieve appropriate risk-adjusted returns for the
Fund and to maintain stable contributions for our employers.

We will take this opportunity to look at employer specific
investment strategies. The upcoming valuation as at 31 March
2025 is expected to be challenging given market volatility and
inflationary pressures and supporting employers throughout the
valuation process will be crucial. We will take the opportunity to
look at employer specific funding and investment strategies

Delivery of our responsible investment strategy and sustainable
development goals, including on our ambitious climate change
commitments, is important to the LPFA. We will monitor progress
of our new Environmental Opportunities Fund as it launches. At the
same time, reflecting on the government'’s views of pooling, LPFA
will be assessing the scenarios and building processes to be ready
to react to any change as a result of the Pension Schemes Bill.

Employer Management Services (EMS)

The EMS team regularly supports employers across a wide range
of areas, including the triennial valuation process, admissions

and cessations, mergers and transfers, accounting valuations,

and covenant assessments. To build on this support, through our
employer engagement strategy we will be taking a more pro-active
approach in how we work with our employers. As part of this
strategy, we have developed a plan to:

connect with employers on a regular basis to strengthen our
relationships,

+ share relevant and timely information that will help our employers
better understand and manage their participation in the LGPS,

+ help employers navigate pension-related changes, and

engage more effectively with their members in collaboration
with LPPA.

We now have a fully staffed EMS team in preparation for the
31 March 2025 valuation and enhanced engagement with our
employers.
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Communications and Engagement

We are committed to transparency and openness, to ensure our
stakeholders are well informed on our progress as a fund and an
Adminstering Authority. We are in the process of redesigning our
website to improve how we share our governance, administration
and management performance.

We will continue to report in a clear accessible manner on
impact, our responsible investment activities and our sustainable
development and climate change commitment progress.

While we will continue to use forums, newsletters, digital and
hard copy channels to communicate with our stakeholders, we
will invest in analytics to ensure that these activities are effective
and deliver value for money. We will continue to deliver projects
that demonstrate our impact (and by association, that of the
LGPS) across the UK and in our communities. We will continue
with projects that improve our connectivity with members as
part of an effort to improve our data and we will develop a more
comprehensive communications plan to support engagement
with members and employers.
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