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Executive Overview

Robert Branagh  
LPFA Managing Director
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Highlights of 2018-19

£6.05bn 88,788
Pension fund assets as
at 31 March 2019

Total membership

19,489 142
Employees with
pension provisions

The number of employers
who contributed to the Fund this year

35,541
Number of pensioners
and dependants
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Looking back at 2019

• Triennial valuation 2019 is progressing to timetable

• Strong year for investment markets

• Pension Administration – an improving picture

• Working in collaboration with Lancashire and LPP

• Successful Member Forum in September
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Looking to the Future

• Consolidation and sustainability

• Further evolution in Employer and Member Engagement 

• Asset allocation and challenges to the Fund from Investment Markets 

– Discussions with LPPI

– Reduced discount rate

– Climate Change, Responsible Investment and Social Responsibility 
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Last twelve months as an 
employer and employer 
representative on the LPFA Local 
Pension Board (LPB)

Sean Brosnan
Head of Payroll Pensions and Taxation
London Metropolitan University
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What are the aims of the LPB?

• It was established after the Public Sector Pensions Act 2013
• The LPB was set up in 2015 with four employer and four scheme member 

representatives. 
• We assist the Local Pensions Partnership (LPP) to:

- Secure compliance with the regulations, other legislation and governance and 
the pension regulator’s requirements

- Ensure effective and efficient governance of the scheme
- Give additional comfort that the fund is compliant
- Independent review 
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Key features of the LPB 

• Plays an important reviewing role, helping to ensure that the LPFA, which has 
responsibility for administering the fund, complies with LGPS and other relevant 
regulations, and monitors all activities appropriately.

• As the body is made up of member and employer representatives, it is able to bring useful 
and different perspectives to bear, particularly in improving communication and 
engagement.

• Meetings take place on a quarterly basis  
• Members attend induction/training sessions and have yearly appraisals
• Have a good understanding of the LGPS, pension fund management, and all issues facing 

the LGPS.
• Financial and investment awareness.
• Act impartially in the interests of both employers and members.
• Confidence to challenge, influence, and engage.
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Topics that we have been involved in
Communications and Engagement

• We aim to improve the communications between the fund and its members and employers. 
• We work closely with the LPP’s engagement team and are providing feedback via a working party.

• My main focus the last twelve months has been working with the engagement team in drawing up an 
action plan and monitoring of numerous tasks and ideas to enhance the service to both employers and 
members

- Enhancing the member website, My Pensions Online (MPO) – cleaner, fresher, more user friendly  

- Newsletter to members and employers

- Customer surveys – contact centre, mailbox, retirement process and MPO 

- Pension surgeries 

- Employer meetings

- Member conferences

- Ask members to have registered on MPO
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Future Activities

• Arranging employer visits to cover pre-retirement seminars, training and enhancing 
relationships

• Member pension surgeries to take place at different employer sites, not restricted to that 
employer only, open invitation

• Employer assistance, identify employers who are struggling to comply with their 
obligations and offer support and training

• Website enhancements, continually improve with additional features that enhance the 
member experience

• Provide more information on the ABS, e.g. capital value
• Employers having access to parts of the LPP member data base
• Further feedback surveys on employer helpline, complaints, ABS, events and MPO
• Introduce an App, millennials will be happy! 
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How can Employers assist the LPFA and its members?

• Provide LPFA with members email addresses, so communication can be more efficient and 
cost effective

• Ensure you keep up to date your key contacts for communications, I understand employers 
have been sent a note to update their details ?.

• Remind staff  what an excellent pension scheme they are in and direct them to MPO and for 
them to check their record and ABS

• Ask relevant staff to attend the practitioners conference on the 7 February 2020

• Host presentations at your premises 

• Accept appointments for employer visits to assist staff in their employer obligations  
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I would like to remind employers of the above scheme available through Prudential. 
• The advantages of implementing this arrangement over the current scheme is that in addition to the 

tax relief that is currently received, the employee will pay lower national insurance contributions. 

• In addition the employer will benefit from a reduction in the employer national insurance 
contributions. 

• To ensure that the arrangement is compliant with the LGPS regulations, the SS SC AVC’s has to be set 
up as a shared cost scheme which means that both the employee and employer has to contribute to 
scheme but at no actual cost to the employer.

• It works with the employee agreeing to take a contractual reduction in salary, equivalent to the 
amount of SS SC AVC's they would like to contribute, and the employer then pays this amount into the 
shared cost SS SC AVC’s plan on their behalf. 

Salary Sacrifice Shared Cost Additional Voluntary 
Contributions (SS SC AVC’s)

• Approval from HMRC is sought after you have 
gone live with the scheme
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Continued...

• This does not reduce the scheme member's main pension benefits on retirement.

• Staff who contribute to this scheme will see a reduction in national insurance contributions (NICs). 

• For most staff this will result in a 12% reduction in their NIC contributions and this will act as an 
important incentive to help save towards further pension provision for both existing and new SS SC 
AVC contributors. 

• There is also a reduction in employer NICs of approximately 14.3% on the total value of the SS SC 
AVC’s.

• A 20% taxpayer with a contribution of £100 will only cost £68 net whilst a 40% taxpayer would be a 
net cost of £58.

• Therefore, for the 20% tax deduction there is immediate growth of 47% and for at 40% tax 
deduction there is an immediate profit of 72%

15



16



Pensions Administration

Jo Darbyshire
Director of Pensions Administration, 
LPP

Awaiting 
picture
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We manage all pensions administration 
including processing of retirements, deaths, 
transfers, new starters, leavers and 
aggregation. 3 locations; Preston, Havering
and Hertfordshire

Pensions Administration

Our Contact Centre in Preston takes all 
incoming telephone calls to the member 
helplines and is the first point of contact for 
incoming email enquiries

Contact Centre

We ensure that we meet all regulatory 
requirements, e.g. issuing of Annual Benefit 
Statements and P60s

Regulatory Requirements

PENSION 
ADMINISTRATION 
OVERVIEW –
WHAT WE DO…

Data & Payments

Dedicated business development and 
improvement team continuously identifying 
and delivering improved ways of working

Business Improvement

Specialist team delivering member and 
employer engagement.  They issue regular 
newsletters and organise engagement 
meetings and member and employer 
forums

Engagement

• Our data team ensures member records are 
up to date and correct. They manage data 
submissions for the triennial actuarial 
valuation. 

• Our payroll team ensure pensions are paid 
correctly and on time
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We pay over 156,000 pensioners over £80m, and put 
650 new pensions into payment

Pension Administration – In Numbers

£80m

25k
We process over 25,000 pensions administration 
cases, including over 2,000 new starters and 900 
leavers

Insert 
LPP 
stock 
image

Every month across the 17 LPGS and blue light schemes we 
administer…

We receive over 10,000 calls and over 11,000 emails 
into our Contact Centre10k



20TRANSFORMATION UPDATE
In April 2018 the pension administration business implemented significant changes following a huge 
transformation programme to standardise systems and processes across the former LPFA and 
Lancashire pensions administration teams

The “big bang” changes to systems and processes led to months of poor service levels and the build 
up of some backlogs of work

The business is recovering and is now consistently providing service that meets the agreed service 
levels with no backlogs

Transformation has realised some of the aims (e.g. concentrate activity in Preston) and not others 
(e.g. anticipated full alignment of structure, systems and processes) – economies of scale not fully 
realised

Essential that the business understands the lessons learned from this transformation as it moves 
forward and further change is implemented



21PERFORMANCE – LPFA SERVICE LEVELS

• Overall pension administration casework performance has achieved or bettered the contracted 95% SLA 
from October 2018

• Focus on payment and priority cases 
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Overall satisfaction 81%

Overall satisfaction 98% satisfaction (call handler) and 83% (overall service

Contact Centre Call Handling

Overall satisfaction 68%
Email

MEMBER 
EXPERIENCE -
SURVEYS

Retirements

Overall satisfaction scores from August 2019.  Percentage of each category surveyed: Retirements 20%; Call Handling 

Email Overall Rating

Number of respondents 80 42 12 9 9

Percentage of respondents 53% 28% 8% 6% 6% Satisfied

Telephone Overall Rating

Number of respondents 1502 254 55

Percentage of respondents 83% 14% 3% Satisfied

LPP Standard Email Quality Overall Rating

Number of respondents 441 64 141

Percentage of respondents 68% 10% 22% Average
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Member and employer 
focused service 

Demonstrate high quality service 
via quantitative and qualitative 

measures.  Cost effective provision 
ensures financial viability and is 
endorsed by recognised industry 

benchmarking.

Harness technology

Utilising innovative technology 
to provide first-class service 

and increase member 
engagement.  Disrupt the 

market.

Expert in public 
sector pensions
Leading administration 

collaboratively across the 
public sector.  Provider of 

choice.  Specialist in LGPS and 
blue light.

Robust risk and 
compliance

Pro-actively manage business 
risk and compliance.  Ensure 
compliance with COP14 and 

TPR

Strategic Objectives

High quality, cost effective pension administration



24PENSIONS ADMINISTRATION PRIORITIES

• Continued stability

• Improved member experience

• Review of IT – including monthly vs annual returns and employer portals

• Employer engagement

• Risk management culture and framework
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Investment Update

Richard J. Tomlinson
Deputy Chief Investment Officer,
LPPI 
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This document has been prepared to inform the intended recipient of information regarding Local Pensions Partnership Ltd 
and/or its subsidiary, Local Pensions Partnership Investments Ltd (LPPI) only (together the LPP Group), subject to the 
following disclaimer. 

LPPI is authorised and regulated by the Financial Conduct Authority. It does not provide advice on legal, taxation or 
investment matters and should not be relied upon for any such purpose including (but not limited to) investment decisions. 

No other person or entity may rely or make decisions based on the content of this document whether they receive it with or 
without consent and this disclaimer is repeated fully in respect of such third party. 

This information may contain ‘forward-looking statements’ with respect to certain plans and current goals and expectations 
relating to LPP Group’s future financial condition, performance results, strategic initiatives and objectives. By their nature, all 
forward-looking statements are inherently predictive and speculative and involve known and unknown risk and uncertainty 
because they relate to future events and circumstances which are beyond LPP Group’s control. Any projections or opinions 
expressed are current as of the date hereof only.

You hereby fully acknowledge that this document and its content is provided ‘as is’ without any representation or warranty 
(express or implied) and no member of the LPP Group or any of their respective directors, officers and employees shall be 
held liable howsoever to any person or entity as to the appropriateness, accuracy or completeness of the information 
provided. 

© 2019 Local Pensions Partnership

Important information 27



Focus on Outcomes
• Outcomes are what matter

• Pay all pensions as they fall due

• Manage contribution levels

• Inputs matter in as much as they can drive outcomes

• Portfolio performance can impact contributions

• What are the key outcomes that matter most:

• Capital growth
• Income
• Liquidity (Ease to buy and sell)
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£6.05bn as at 31 March 2019

LPFA Fund Value
Capital at risk. Past performance is not an indicator of future performance. Investments may go down as well as up and you could get back less than you put in. 
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Source: LPPI - Data as at 31 March 2019
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Investment performance 

Source: LPPI - Data as at 30 September 2019

Capital at risk. Past performance is not an indicator of future performance. Investments may go down as well as up and you could get back less than you put in. 
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Current asset allocation

47.0%

12.5%

8.4%

9.0%

7.3%

5.9%

4.6%
4.2%

Public Equity

Diversified Strategies

Private Equity

Real Estate

Credit

Infrastructure

Cash

Fixed Income

Capital at risk. Past performance is not an indicator of future performance. Investments may go down as well as up and you could get back less than you put in. 

Source: LPPI - Data as at 31 March 2019. Total may not add to 100% due to rounding. 
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LPPI Global Equities Fund
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LPPI Global Equities Fund Internal*

LPPI Global Equities Fund Internal MSCI World

Inception date: 
26 August 2014 (5 Years)

Asset Allocation:
39.9% of LPPI Global Equities 
Fund

Annualised return since launch:
18.2%

Inception date: 
31 October 2016 

Asset Allocation:
47.0% of LPFA Fund

Annualised return since launch:
12.9%

Source: LPPI - Data as at 30 September 2019, Past performance is not an indication of future performance. Investments can go down as well as up. All 
performance and valuations are indicative. Returns are provided net of fees. 

* The Internal Global Equities Fund was originally founded by LPFA and was transferred into the LPPI asset pooling ACS on 31 October 2016.  
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Employer Risk key issues

Tony Williams
Head Of Employer Risk,
LPP
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Triennial 
valuation

Code of Practice 14 Regulatory 
issuesTPR LGPS Report. 

Agenda 35



Triennial Valuation Timetable

• Funding Strategy Consultation to 30 November 2019

• Issue of individual employer results 6 January 2020

• Employer Engagement on results to 28 February 2020

• New Contribution certificates valid 1 April 2020
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TPR Survey
Record Keeping

• Provision of data to funds

• EOY returns/Resolution of queries

• Leaver/Joiner information

• Overall data scores/data improvement plans

37



TPR Survey
Employers and contributions

• Ongoing covenant assessments

• Implementation of security

• Reliance Taxpayers/other fund employers in an insolvency 

event
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Reporting to TPR

• Increased emphasis since May 2019 on reporting issues 
to TPR;

• Emphasis on working with TPR to resolve issues;
• However for data issues there is potential for immediate 

fines;
• Key is all parties working together and faster resolution 

of queries.
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Regulatory update

• LGPS Exit Credits;

• New Fair Deal legislation;

• LGPS Valuation cycles;

• Position on FE/HE institutions for new staff;

• TPR tougher data legislation?
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London Pensions Fund 
Authority Pension 

Fund
2019 Actuarial Valuation

Graeme Muir FFA, Partner & 
Actuary

Liam Drysdale FFA, Actuary

12 November 2019



LPFA PENSION FUND – 2019 VALUATION RESULTS

Agenda – key questions

43

Advise 25% of the LGPS

• What are the results and 
indicative contribution 
rates?

Data

• How do the assumptions
fit together? p 

Funds

• How do we manage all 
the risks including 
regulatory risks (McCloud 
etc.)?

Strategic support

• What’s next? How do 
we communicate
results to our 
employers?

• What documentation
do we need to 
consider? (Valuation 
documents and FSS, 
ISS..)!



LPFA PENSION FUND – 2019 VALUATION RESULTS

Purpose of the valuation
• Required by Regulations

• Set appropriate contribution rates 
for each employer from 
1 April 2020 to 31 March 2023

• Help Fund manage risk

• Section 13 valuations are separate
• independent review to help Funds 

compare

44

The desirability of keeping 
employer contribution rates as 

stable as possible

The requirement to secure the 
solvency of the pension fund

The long-term cost efficiency of 
the Scheme so far as relating to the 

pension fund

Apply current version of the 
administering authority’s funding 

strategy statement



LPFA PENSION FUND – 2019 VALUATION RESULTS

Determining the value of the liabilities

45

Assess long term financial risks

Assess the probability of benefits being paid

Estimate and value future benefit payments

Need to apply many different assumptions

How much do we need to pay in advance to fund all these 
benefit payments?



LPFA PENSION FUND – 2019 VALUATION RESULTS

First project the cashflows…

46

Step 1
•Projection of all possible benefit payments 
for each member

Step 2
•Attach probabilities to each possible 
payment to get “expected” payments

Total = £14bn
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LPFA PENSION FUND – 2019 VALUATION RESULTS

0
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Discount them back to the valuation date…how much do we need today?

47

Step 1
•Projection of all possible benefit payments 
for each member

Step 2
•Attach probabilities to each possible 
payment to get “expected” payments

Step 3
•Discount “expected” payments” to present 
day value



LPFA PENSION FUND – 2019 VALUATION RESULTS

What do we do? – Employer assets 

Begin with assets at start of period

Increased by contributions paid in

Reduced by benefits paid out

With an additional gain or loss from Fund investment returns
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LPFA PENSION FUND – 2019 VALUATION RESULTS

What is the key outcome? - Contributions

49

Future service contribution rate / Primary rate
• Annual cost of next year’s pension earned
• Employer’s share of cost

Past service contribution rate / Secondary rate
• Contribution to fund any deficit (cash sum or % of pay)

Primary rate + secondary rate Total contribution rate



Assumptions



LPFA PENSION FUND – 2019 VALUATION RESULTS

Our key assumptions

Financial
How much?

Discount rate

Salary 
increases

Pension 
increases (CPI)

Demographic
When?

Mortality

RetirementCommutation

51



Assumptions
Financial



LPFA PENSION FUND – 2019 VALUATION RESULTS

RPI Inflation

53
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LPFA PENSION FUND – 2019 VALUATION RESULTS

Key assumptions: inflation (CPI)

• Used for pension increases, revaluation in deferment, 

CARE revaluation

• 2016 assumption was 0.9% p.a. below RPI

• 2019 proposal to increase to 1.0% p.a. below RPI

• Results in CPI assumption of 2.6%

• Also used as basis for salary increase assumption
• CPI plus 1% in the longer term

CPI 
intervaluation

experience

2017 = 1.0%
2018 = 3.0%
2019 = 2.4%

Source: Pensions 
Increase Order

2.6%
2019
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LPFA PENSION FUND – 2019 VALUATION RESULTS

Discount rate – BW economic model

55

• Weighted expected future investment 
returns from long-term investment 
strategy (top down approach)

• Assumptions assessed over six month 
period spanning valuation date 
(smoothed)

• Specifically designed for LGPS

• Smoothed returns help stability



LPFA PENSION FUND – 2019 VALUATION RESULTS

Asset returns – best estimate

• Dividend yield plus capital growth

Equities

• Gilt yields

Gilts

• Corporate bonds yields plus bond 
risk premium 

Other credit

56

• Assumed return between gilts and 
equities

• Inflation plus 3.5%

Property

• Base rate

Cash

• Inflation plus - CPI plus 3% 
• Cash plus - Cash plus 3%

Other assets



LPFA PENSION FUND – 2019 VALUATION RESULTS

What is prudence?
• Opposite of 

rashness…

57

Discount rate – prudence allowance

Allowance for 
uncertainties 
(McCloud etc)

Attitude to 
risk

Investment 
strategy

Prudence

Section 13



LPFA PENSION FUND – 2019 VALUATION RESULTS

Discount rate – combining returns – whole Fund level

58

0%
4.6
%

5.3%

5.7%
2016

2019

2.6% real 
discount 

rate

Equities 50.0% 6.7%
Gilts 2.5% 1.7%
Other credit 9.0% 6.3%
Property 12.5% 6.1%
Cash 1.0% 0.8%
Cash plus 15.0% 4.5%
Inflation plus 10.0% 5.6%
Less expenses 0.0%
Neutral return 6.0%
Less prudence adj. 0.7%

Relative to CPI 2.6%

Prudent discount rate 
assumption 5.3%

Asset class 2019 allocation Neutral assumption 
(p.a.)



LPFA PENSION FUND – 2019 VALUATION RESULTS

LPFA funding framework

59

0%

Category Number of 
(active) employers

Proportion of 
liabilities as % of 

Fund

Discount rate Maximum
recovery period

A 97 62% 5.3% p.a. 11

B 32 35% 4.9% p.a. 11

C 10 3% 3.5%- 4.4% p.a.* Expected future 
working lifetime

*for employers who are projected to exit the Fund, this discount rate is until exit, with 1.7% p.a. used thereafter



Assumptions
Demographic



LPFA PENSION FUND – 2019 VALUATION RESULTS

• Base mortality assumptions
• What is our best estimate of the 

mortality of the membership 
today?

• Future changes in mortality
• How do we expect the current 

experience to change in future?
• Necessarily uncertain!

61

Key assumptions: mortality

2019 valuation
2019 Club Vita 

tables
CMI_2018 
projections

2016 valuation
2016 Club Vita 

tables
CMI_2015 
projections



LPFA PENSION FUND – 2019 VALUATION RESULTS

Long-term rate of improvement
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(+1.8% per year)
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Trend 2011-2017
(+0.8% per year)

1.25%

1.5%
2016

2019

62



LPFA PENSION FUND – 2019 VALUATION RESULTS

Mortality comparison

63

Reducing liabilities by around 2%



LPFA PENSION FUND – 2019 VALUATION RESULTS

Key assumptions - summary

64

Assumption 2019 2016 Effe
ct

CPI inflation 2.6% p.a. 2.4% p.a.
Salary increases 3.6% p.a. 2.4%/3.9% p.a. Minimal

Discount rate 5.3% p.a. 5.7% p.a.
Mortality base 
tables

Club Vita 2019 Club Vita 2016 Minimal

Improvement 
model

CMI 2018 CMI 2015

Long-term rate 
of imp

1.25% 1.5%



Data and 
results



LPFA PENSION FUND – 2019 VALUATION RESULTS

Membership data at 2019

Active membership up just under 
10% at c.18,000 active members

Deferred member numbers up 
20% to c.35,000

Annual pensions in payment up 
10% to £233m per annum

66



LPFA PENSION FUND – 2019 VALUATION RESULTS

Assets

• Market value at 31 March 2019 = £6.0bn
• Was £4.6bn at 31 March 2016

67

Year Annual return

2016/17 21.4%

2017/18 4.1%

2018/19 8.5%

Average 11.1%



LPFA PENSION FUND – 2019 VALUATION RESULTS

Where were we in 2016? – Whole Fund Level

68

31 March 2016
Past service liabilities (£m) 4,698
Smoothed value of assets (£m) 4,515
Surplus/(Deficit) (£m) (183)
Funding level 96%

Primary rate 14.0%
Secondary rate 6.0%



LPFA PENSION FUND – 2019 VALUATION RESULTS

The funding model – a quick reminder
Designed to keep TOTAL employer contributions stable

• Primary and secondary rates will fluctuate

Higher than expected intervaluation investment returns
• Good for existing assets but new assets more expensive / discount rates likely to reduce
• Primary rates likely to increase / secondary rates likely to reduce

Converse true after unfavourable intervaluation periods
• Primary/secondary rates likely to reduce/increase

So average contributions expected to be stable
• But no employer will be “average”

LPFA funding framework
• Financially weaker employers assessed on lower discount rate so fund liabilities more quickly
• All employers achieve same investment return
• Employers can move between categories if certain conditions met
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LPFA PENSION FUND – 2019 VALUATION RESULTS

Whole Fund results 2019 – funding position

70

109%

96%
2016

2019



LPFA PENSION FUND – 2019 VALUATION RESULTS

Reconciliation - funding position - whole Fund

71

0%



LPFA PENSION FUND – 2019 VALUATION RESULTS

Whole Fund results – primary rate

72

• Big increase!
• Will vary by employer, different funding plans / assumptions
• But general decrease in secondary rates

Key takeaway
14.0%

11.9%
2016

2019

31 March 2019 31 March 2016

% of pay p.a. % of pay p.a.

Total future service rate 21.2% 19.2%

Less total member rate -7.2% -7.3%

Fund primary rate 14.0% 11.9%

Primary rate



LPFA PENSION FUND – 2019 VALUATION RESULTS

Reconciliation – Whole Fund primary contribution rate
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Key takeaways

Funding 
position

Contributions
Financial 

assumptions

Demographic 
assumptions

Risk 
management

Regulatory 
uncertainty
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Members not 
expected to live as 
long as previously 

thought

Funding position 
improved from 96% 

to 109%

Average primary 
rate has increased 

from 11.9% to 14.0% 
but secondary rates 

will decrease. 

5.3% discount rate 
Lower, long–term 
target for asset 

returns

Ill-health policy, 
investment strategy, 

cessation policy
employer covenant 

McCloud, valuation 
cycles, Section 13
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Employer contribution management
At whole Fund level employer contributions stable

• £104m this year / £105m next year
• Around 20% of payroll

But some variation at individual employer level
• Some increasing / some potentially decreasing

A function of current contribution levels
• Significantly higher than average then may see a decrease
• Lower than average then may see an increase

As ever a balance of prudence, stability and affordability
• Changes managed over the intervaluation period
• Any projected date of exit will also be a factor 
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Your questions


