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Welcometo the 2022/23 Annual Report for the
London Borough of Lambeth Pension Fund. The Fund
is part of the Local Government Pension Scheme
(LGPS), a national defined benefit public service
scheme providing retirement benefits for local
govenment employees and those working for other
employers that participate in the scheme.
Administered by Lambeth Council, the Fund provides
retirement benefits to over 21,000 active, deferred
and pensioner members who are currently or have
previously been ipaid employment for the London
Borough of Lambeth and other participating bodies in
the Fund.

¢KS CdzyRQa 2@0SNNARAY3 26
assets to pay benefits owing to members as and when
they fall due. It collects contributions from emplayer
and employees within the Fund and invests those
over the longer term to achieve both investment
income and capital growth. The Fund is governed in
part by the policies and procedures of the council as
prescribed in its constitution but operates as a
sepaate statutory entity and, as such, must also
adhere to separate rules and regulations specific to
the LGPS.

Regulation 57 of the Local Government Pension
Scheme Regulations 2013 requires an administering
authority to prepare and publish an annual report f
the Fund it maintains by 1 December every year. The
report must detail the management and financial
performance of the Fund during the year, as well as
arrangements made for its administration and
I32PSNY I yOSe® LG akKzdzZ R
staement of accounts and other key documents that
set out its investment and funding strategies.

Ffaz

The2022/23 Lambeth Pension Fund Annual Report
has been prepared in accordance with the regulations
and in line with statutory guidae issued by the
Chartered Institute of Public Finance and Accountancy
(CIPFA) and is presented in the following pages
following introductions from the Chairs of the

Pensions Committee and Pensions Board respectively.
These two bodies are responsible ttoe overall
management of the Fund; the Pensions Committee
has decisiommaking authority for all matters

concerning governance, administration, and
investment, whilst the Pensions Board sits in an
advisory role independent of the Committee, assisting

regulations relating%o the Schem

The membership of these bodies is made up of
elected councillors and scheme members who serve
terms of at least four years in their respective roles.
Following the local eléions in May 2022 a new

cohort of councillors was appointed to both bodies,
with much of the year spent supporting those new
members both in terms of training and ensuring a
smooth transition, aided by the continued role of ClIr
Bray as Chair of the PenssoBoard and the
reappointment of Clir Garden as Chair of the Pensions
Committee, a role he previously held several years
ago. Both bodies are highly engaged and committed
to the work of the Fund, and | am confident that

under their leadership and scrutittye Fund will

continue to maintain its status as a leader in the LGPS.

Ay Of dzRS GKS CdzyRQ&

The latest triennial valuation as at 31 March 2022 was

carried out and completed during the year by the

Cdzy RQa | Olidzr NBX gAGK (GKS TdzyRAYy
96%from 82% as at 31 March 2019. The funding

position is a statistic often quoted to give an

indication of the health of the Fund at a given point in
GAYSSES AyRAOFGAY3 GKS SEGSY
might meet its future funding liabilities, and the

improvement in funding level over the latest valuation

period is largely due to bett¢han-expected

investment returns. The most significant external

event to have taken place over the period is of course

the Covidl9 pandemic, but its impact on the funding

g2

8tl§e l(ﬁ)(l,iitrx:lléassecxre cor_l?pélancse gnath égﬁl Eglevgn}jﬁ T J\f\éﬁlé:ng%en small. Following the conclusion of the

aluation, new employer contribution rates for the
three years beginning April 2023 were agreed which
al g f26SNINIFGSa AYGNRRddzOSR T2 NJ
employers, and no change to rates for 25% of
SYLX 28SNBX Ay fAYyS GAGK
rates remain stable and prudent over time. The next
triennial valuation exercise will be carried out from
March 2025.
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Membership over the thregear valuation period
ending 31 Marcl2022 has largely remained stable
although the profile of membership has changed, with
the number of active members decreasing by
approximately 12% and deferred and pensioner
members increasing by 3% and 5% respectively. In the
year to 31 March 2023 thereakie been negligible
changes to active and deferred member numbers,
though the number of pensioner members has
increased by 5%. The Fund continues to be cash
negative and the net cash outflow from dealing with
members in 2022/23 was £11.3m (£7.6m in 202)L/22
The combination of these membership changes, net
cash outgoings, and the impact of high inflation on
the cost of paying pension benefits, means the Fund
must continue to prioritise investment opportunities
that provide longterm stable and regular incato

meet cash flow requirements.

Following the conclusion of the 2022 actuarial
valuation the Fund has been reviewing its investment
strategy, with the Pensions Committee due to agree a
revised strategy over the Summer of 2023. The
strategy update will take into account the improved
funding level, the required return on investments of
3.4% as set out by the actuary, and the need to
transition into low carbon mandates to meet the
Cdzy RQa (I NBSG F2N Ada
emissions by 2040. An updated Investment Strategy
Statement will be published in due course, with the
version appended to this report being the latest as
agreed in March 2020.

As at 31 March 2023 the Fund was valued at
£1,698m, a decrease of approximately 8%4£14m,
from £1,88m as at 31 March 2021 (compared to an
increase of 3% in 2021/22), representing an
underperformance against the twehneonth
benchmark set at4%; the Fund has also narrowly
underperformed its thregear and fiveyear
benchmarks by 6% and 07/% respectively. There is
no doubt that 2022 was one of the worst years on
record for equity and bond returns as inflationary

pressures, fears of recession, and geopolitics all came

to the fore and forced central banks around the world
to raise inérest rates in an attempt to stave off
AYyFElLaAzy
global equities in particular have performed poorly in
the past year given their strong bias to growth stocks,
4 KIFE@S (G4KS CdzyRQa
investmens which have suffered largely due to the
impact of valuation writelowns. However, the

aboved SYOKYlF N] LISNF2NXI yOS
debt managers who provide credit opportunities in
high-quality, structurally stable sectors, demonstrates
the value ofmaintaining a welliversified investment

FYR AYLINBOS YI NJSQ

9 dzNR LIS | v

strategy with exposure to both public and private
markets.

Over the course of 2022/23 there were two main

OKIy3dSa YIRS (2 CdzyRQ&a Ay@SailyYs
September 2022 the Fund transferred its equity

holdings inthe London CIV (LCIV) Global Alpha

Growth Fund to a Parsligned equivalent fund, also

YFEYylF3aSR 6@ (KS [/ LY G2 AYLINR@S

Responsible Investment (RI) integration and embed

ambitions. In March 202Be Fund was also the first

[ 2y R2Y LISyaAirzy FdzyR (2
Housing Fund, a strategy that will invest to increase
the supply of good quality social, affordable, and
transitional supported housing across the UK whilst
also generating lontgrm inflation linked income. The
investment into the UK Housing Fund addresses a
longstanding underweight allocation to property and
NBLINSaASyGa GKS CdzyRQa FANR
GAYLI OG¢é¢ aiuN)yGS3e 6KAOK ogAff
and measurable social denvironmental impacts

alongside a financial return.
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I remainconfident that the Fund is in a strong

. . . . position to respond to these challenges in a ey
The London CIV is the pooling company established in 2023 should prove to be another eventful year for the

) : : continues to prioritise the interests$ @&s members
2015 for I:ondgn LQPS funds gnd is respon§|bAIe for AFun}d and the wider LGPS, as across thg sector Eund§ whilst maintaining its status as an innovative and
AYLX SYSYuUAY 3 UKS 32 JSNY Y Sstad to inpldri2r ¢hanged to thelr StratRdic assal K S leading Fund within the LGPS
objective of which is to achieve sadrayer the allocations and work with their pools to develop the
longerterm through collective investment and right products.

therefore lower management fees and more effective . . . -
g There remain a number of atanding consultations Christina Thompson
central management of Fund assets. The Lambeth

. ) . [ i Acting Strategi®irector of Finance anlkhvestment
Pension Fund is one of the most pooled Funds in and policy changes yet to be implemented across the g d

. . < . A ' ion . Section 151 Officer
[2yR2Y G6AGK FLILINREAYI G6¢ éLSﬁSCaLE‘VZOr%Zﬁhe 9%%“‘;;:@%??5%‘50’1?#%@0 2
adively invested through the pool which, in 2022/23, 0_ K _etio EG;‘Scehé h eﬁ)oﬁ %.0 IC a(-ihc ange

resulted in an estimated cost saving of £1.1m (£1.1m _”S n ? which wi e_ ec |v_eysee © .

in 2021/22). The Fund remains committed to working introduction of annual reportingequirements against

: the framework established by the Task Force on
with the LCIV to develop and launch products that ) . . . .
meet its needs P P ClimateRelated Financial Disclosures (TCFD). Whilst

broadly supportive of the proposals the Fund, in its
response, noted concerns around the additional strain
on resources and the cost§ obtaining the required
expertise and higlyuality data to be able to
adequately fulfil the requirements; no timetable has
been released as yet for when the results of the
consultation will be made public, and legislation put
forward.

Ly (KS 3 S@isd\Bdg& of Warch 2023
there was also the surprise announcement that the
long-awaited consultation on updated pooling
guidance may be forthcoming, with the government

FA1Ay3a F2NJ GKS [Dt{ G2 Y20S aFdzNHIKSNI YR FI aidSNE

perhaps consolidate the exisg eight regional pools.

In 2023 we might also expect to see more

developments on the implementation of the Good

Governance Project proposals; the launch of The

t Syairzy wS3AdzZ I G62NRa yS¢ aiy3at s
General Code of Practice); further progresth the

delayed Pensions Dashboard Programme; and, in

October 2023, the LGPS McCloud remedy coming into

force.
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Report from the Pensions Committee Chair

INTRODUCTION

As Chair of the Lambeth Pensions Committee, | am
L SF&AaSR (2 AYyGNRRdzOS (KS
Report and Accounts for 2022/23. The last twelve
months have seen a great deal of heightened market
uncertainty and turbulence characterised by high
inflation and the global response taring it under
control. The ongoing war in Ukraine, concerns in the
banking sector following the collapse of several US
banks, and the impact of the gilt crisis following the
'Y F2@SNYYSyiQa YAyYyA
have alljn different ways, impacted the Fund and its
investments over the period. Whilst Fund
performance in the past three years has been very
strong, contributing to an improved funding level of
96% as at 31 March 2022, the ongoing volatility in
response to cheging inflation and economic activity
has had a detrimental impact on the value of many of
0KS CdzyRQa lFaaSiaz
equities invested through the London CIV (LCIV).
¢KS CdzyRQa ¥20dza KI a
well placed to meet the challenges posed by this
ongoing uncertainty and deliver for its members,
taking a longerm view on investment performance
giventheverylong SNXY vy I (G dz2NE 2 F
liabilities. Whilst themainpriority will always be to
ensure thatpension benefits can continue to be paid
as and when they fall duthe Fundalsoprioritises its
approach to responsible investment, with the
Committee believing that a focus on Environmental,
Social and Governance (ESG) issues will lead to
growth over he longerterm.

LI NI & Jygber divprally teyigk j ghg strat

INVESTMENT STRATEGY REVIEW
t Syaizy CdzyRQa ! yydzd t

FUND PERFORMANCE

The Ie)éest trien)rqial valuation as at 31 March 2022 was The value of the Lambeth Pension Fund decreased

completed this year which saw the funding level
improve from 83% in 2019 to to 96%, mostly due to
strong investment returns over that period. As the
valuatio process concluded the Committee began its
NEOASG 2F GKS CdzyRQa
flrad dzZZJRIFGSR Ay al NOK

0 dzR Eli@’%Stmﬁ’\}’ad\fS%r (9IS QyMBeh of

alternative strategies and the impact their
implementation wouldhave on expected returns. A
final decision on the revised strategy is expected over
the Summer of 2023; the Committee is minded to
make minimal changeavoiding any short termism in
response to recent market events, but agreeing
changes that will addresseas of underperformance,

high probability of meeting Fund Iia(?)gilities. It will also
GFr1S AyaG2 GKS | 002dzi

02 y Uahd/tsegdRsitior2intodow ca@b¥n niandatsizhehufed A G

to meet that target.

iKS CdzyRQa

iKS CdzyRQa

during the year by approximately £i4 to a net

asset value of £1,698m as at 31 March 2023. The
CdzyRQa laasSia FStt Ay @I f dz
the year ending 31 Marc2023 against a benchmark

A Y & SohappraXigiatelydos] Whicti Braparss toske% (i & |
H N Hachieved ia AOR1A2Y. Bndergerfofming global equly, R Q &

multi asset credit, and property mandates have been
0KS LINAYINBE RNAOGSNI 2F U(KA&
returns, in a difficult mrket environment

characterised by instability and uncertainty.

Investment management costs as a percentage of

Fund value over the past year remain stable at
approximately 0.43%, a reasonable cost considering

the Fund is 100% actively managed.

Y ang REEYIES2A v 6t
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LONDON CQECTIVE
INVESTMENT VEHIQIHR)

In line with the latest government guidance on asset

decisions themselves, and to assist the administering
authority in securing compliance with regulations
relating to the governance and administration loé t
scheme. ClIr Bray, the Chair of the Pensions Board,

GOVERNANCE

The Pensions Committee was established with full
decisioamaking powers in April 2015. The Committee

pooling within the Local Government Pension Scheme IS attencompassing and has responsibility for all Fund 55 renorted on the activities of the Board separately

(LGPS), the Lambeth Pension Fund is committed to,

matters ncluding governance, investments, funding, within this report.

and is a shareholder of, the London CIV. As well as the accounting, employer and scheme member

costsavings that come from pooling assets at scale,
the creation and ongoing operation of the LCIV has
also helped to foster and improve collaboration
between London boroughs in developing mandates
GKFG YSSGO GKS NBaLISOGABS
the Fundhas around £951m, or 56% of Fund assets,
YIYylF3SR @Al GKS [/ L+xd LG
continue to follow government guidance and to
consider investing through the LCIV in the first
instance for all new investments, and to work with the
LCIV in deveping new mandates that meet the
202S0GA@0Sa 2F GKS CdzyRQa
perfect example of this during the last year was the
CdzyRQa Ay @2t @SYSyil Ay
subsequent commitment to the UK Housing Fund,
which will see a further 3% ofgh.ambeth Pension
Fund pooled in this affordable and social housing
strategy.

engagement, communications, and administration.
Best practice within the LGPS is to have a diverse
Committee; the Lambeth Fund has moved to meet
these requirements and dravits membership from

Sy RGNS ZlpSeRs It aNTIAaSR & abnaNBTy2iftfa2 A Y

1] Five elected councillor members (plus one i

A& plifie) Cdzy RQa AyuSyuizy iz

1 One employee representative (who is a member
of the Fund)

One ensmner re resentative (who is a member
ﬂ“’oﬁri presgniatiyg (Who 152 e

0 K ST Fodaaréde Brﬂﬂrfr@gfeéentatiyeﬁ

All training needs are regularly assessed and delivered

in accordance with the Chartered Institute of Public

Finance and Accountancy (CIPFA) Knowledge and

{1Affa CNIYSg2N] YR (GKS CdzyRQaA
part of the governance and oversight of the Pemsio

Cdzy R | NXB3IdzZf NI NBGASG FyR dzLIRFGS (2
policies and procedures and governance framework is

essential to ensure compliance with latest legislation,

guidance, and best practice. The Fund regularly

reviews its policies and procedures in line with

recommended timeframes and with advice from its

advisers; a separate, independent review will be

commissioned once the outstanding raft of expected

changes to governance requirements come into force.

CNFAYAYI t2tA08d

iKS CdzyRQa

The Pensions Act 2013 also requires a mandatory
Pension8oard to be in place. The role of the Board is
to review the diligence of decisignaking but not the
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RESPONSIBLE INWHSNT

for the benefit of our members.

The Fund continues to focus on and embed
responsible investment principles into all activities of
scleme management, and as a responsible asset
owner it monitors and maintains oversight of its
investment managers in relation to ESG issues and the
exercising of voting rights and overall stewardship
obligations. This includes the regular monitoring and

scohyd 2F YIylI3ISNBEQ 9{D ONBRSyGAlfaxz

taken to improve those scores, using research
information from our investment consultants.

In September 2022 the Fund completed a transition
into its first specifically Pasdigned mandate, the

LCIV Glob&lIpha Growth Paris Aligned Fund, as one
of the first steps to decarbonise the Fund and
progress towards the 2040 net zero target adopted by
the Committee in January 2021. The strategy
incorporates a yeapn-year decarbonisation target of
7% in line with th EU Paris Aligned Benchmark
guidance for reaching net zero by 2050. The
Committee acknowledges the challenges the Fund will
face to meet its 2040 target, particularly in relying on
the industry to develop and market products that
strike the right balancbetween addressing the

climate emergency and allowing the Committee to
exercise its fiduciary duty; further plans on how the
Fund will work towards its net zero target will be
developed alongside the current investment strategy
review.

In 2021 the Fund bame the first London LGPS Fund
to be announced as a successful signatory to the UK
Stewardship Code, and we were delighted to retain
our signatory status for a second year in 2022.
Signatory status confers on the Fund an
acknowledgement of the high standaradopted to
YIyFr3aS FyR NBalLRyaiofe
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and it is those standards we will continue to adhereto ENMPLOYERS THEEUND

As at 31 March 2023 there were 31 active employers
in the Fund, of which Lambe@ouncil is by far the
largest, accounting for 95% of all members. The Fund
continues to proactively engage with its employers.
Meetings with employers have focussed on
maintaining steady contribution rates, which for the
most part was achieved with theaent changes to
employer contributions following the 2022 actuarial
valuation, where 80% of employers saw either no
change or a reduction to their rates.
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PUBLICITY OUTLOOK

Over the year Members and officers have For local authority pension schemes the economic I wish to thank my fellow Committee members, Board
represented the Fund at various events, and algtive outlook and the impact on scheme assets and members, and Fund officers for their efforts over this
engaged with representative bodies and regulators in  liabilities over theshort term remains uncertain; the past year in delang with the challenges faced by the
relation to legislative developments within the LGPS  risk of higher core inflation than expected remainsa Cdzy R 'y R F2NJ FdNIKSNAYy 3 (K
as and when they arise. real risk, as does the response of the markets to responsible investment and stewardship. | am

monetary policy aimed at addressing it. Ongoing confident the Fund is well placed to meet the

geopolitical risk including the war in Ukraine, the challenges it will face over the next year and beyond.

ongoingimpact ofBrexit, and WesterAsian tensions,

as well as the risk of further banking collapses, all

weigh heavily on sheiterm sentiment. In the LGPS Clir. ArianGarden
specifically we are expecting statutory guidance on Chair¢ Lambeth Pensions Committee
climate change reporting at some point in 2023, as

well as congltation on how the polling agenda should

be carried forward which may or may not result in

changes to the current setup. As a ldagm investor

the Fund can afford to take a longerm view of

some of these issues, but the Committee continues to

closelymonitor the performance of the Fund and will

always seek to make decisions in the best interests of

our members.

¢KS CdzyRQa LINAYINE 202SOGAGS NBYIFAya GKS LI evySyd 2
pension benefits as and when they fall due, with a

focus on income generation and managaash flows

IAPSY GKS CdzyRQa ySiG Ol aK 2dziFt2ad ¢KS NBaLRyaAof S
Ay@SaityYSyid 2F (GKS CdzyRQa | aaSitax AyOfdRAy3a GKS
transition to net zero carbon emissions, also remains

F 1Se& O2yaARSNIGA2y® ''a ¢S dzLJRIF 4GS GKS CdzyRQa aidNF (8
in 2023, we will also be lookingdanvass the views

of our members on issues of responsible investment,
so that we can be sure wetao line with their

interests.

HIVHO 33 LLINNOD SNOISNAd IH.OMH 1H0d3Y bed@anzay TVNINNY ANNd NOISN3d 1dvdd €10
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Report from the Pensions Board Chair

As the Chair of the Lambeth Pensions Board | am very pleased to talk about thelBdatths beein operationsince 2015

STRUCTURE AND ATTENDANCE FUNCTNS AND OPERATIOINTHE SCHEME DOCUMENTS

The Board was established in accordance with Section BOARD During the last year the Board reviewed scheme
5 of the Public SerngdPensions Act 2013 and under The two primary functions of a Local PensBoard policies and a range of key documentsezing the
regulation 106 of the Local Government Pension are to assist the Administering Authority to: items captured in the work plan belolm. particular,
Scheme Regulations 2013, holding its first meeting on _ o documentation covering the actuarial valuation of the
8 July 2015. The Board consists of three w Ensure e_ff?Ct'V? and efficient governance Fund was reviewed in addition to the newly
representatives of thecheme employers, and three and administration of the Local Government  jntroduced Administration Strategy.
representatives are serving Lampeth coun.cillors and @ Ensure compliance with relevant laws and

the scheme member representatives consist of a) one regulation.

person nominated by the Unions as an employee

representative b) one pensioner representative It therefore has a monitoring remit, rather than being

OdzNNByGte Ay NBOSALII 27 Iadegsignaakipgybody, jgowd bpepcybedad K Q &

Pension Fund and c) onembeth Councdtaff critical friend. As such, the general approach of the

member representative who is also a member of the ~ Board is to seek assurances with evidenoe fthe

Lambeth Pension Fund. Fund that it is meeting its objectives.

Details on the Pensisn 2  NRQa OdzNNXB y (i The Board is effectively helping to manage the

representatives are heldon ti@ dzy OA f Q& ¢ S deputatiodal riskjof the Fund and Administering
the following link: Authority, which are under considerable scrutiny from

several stakeholders as well as the two main oversight
bodies: The Pensions Regulator (TPR) and the
Department for Levelling Up, Housing and

The Board met ofour occasions during the year Communities (DLUHC)
ending 31 March 2@ all meetings were quorate.

https://moderngov.lambeth.gov.uk/mgCommitteeDet
ails.aspx?ID=733

The Board operates under its own Terms of Reference

which were approved at its inception and included in

GKS O2dzyOAf Qa /2yalMiedziAizyd ¢KS . 2FNR NBSO23ayArasSa
need to prioritise and identify items for detailed

discussion as opposed to those for awareness or

noting, and prioritises its time accordingly.
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https://moderngov.lambeth.gov.uk/mgCommitteeDetails.aspx?ID=733
https://moderngov.lambeth.gov.uk/mgCommitteeDetails.aspx?ID=733

TRAINING WORK PLAN

Each Board member must be conversant with the In considering the work of the Board to ensure the

details of the scheme, which translates as having a contin_ued good governance of the s_chemg, the As the Chair of theambeth Pensi@Board | would

gopq working knquledge. The Fund offers several following key areas have_ bee_:n h_lghllgrmmlng like to thank my Board member colleagues who are
trammg oppqrtunltles for Board members on an _2022/23 gnd members will prioritise rewevys based on committed to volunteering their time and energies
ongoing basis. information received from quarterly compliance towards the role. | would also like to express my
Assessment of training needs and how they are met is updates. thanks to the Pensions Committee and tBedzy’ OA £ Q&
I adlyRAY3I AGSY 2¢ifoin&S . 2 I NR @ctuariald/Slyatioh ahd Furdding Strategy officers for their commitient and hard work in

and informal training is considered. Statement maintaining all administrative aspects of the Fund.

w Meetingexisting and neuegislative

requirements Clir. Linda Bray
Improving data quality Chairg Lambeth Pensions Board

Ensuring strength in emplayeovenants

Admission and cessation of employers to the
Sheme

Statement of Accounts

Administrationincluding the Administration
Strategy

Communications

Audit and Risk Management

€ € ¢

Governance
w Training

All PensioaBoard papers and minutes are held on

theCouy OAf Qa 6So6aAiAidsS i GKS F2tf2Ay3a tAY1Y
http://moderngov.lambeth.gov.uk/ieListMeetings.asp

x?Committeeld=733
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http://moderngov.lambeth.gov.uk/ieListMeetings.aspx?CommitteeId=733
http://moderngov.lambeth.gov.uk/ieListMeetings.aspx?CommitteeId=733
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Risk Management

The Fund recognises that themary longterm risk it SOLVENCY RISK AND MISMATCHING RIMKNAGER RISK INCLUDTNE LONDON

faces is that its assets fall short of its liabilities such . o CIV

that there are insufficient resources to pay promised 1 nese risks are rasured through a qualitative and

pension benefits to members. The investment quantltatlv? assessme_nt o_f th_e e_>§p_ected growth of This is assessed as the expected deviation of the
objectives have been set with the aim of maximising "€ Fund2assets relative tas liabilities and are targetNA a1 FyR NBGdNYy = & &S
investment returns ver the long term within managed by setting a Fuspecific strategic asset investment objectives, relative to the investment

specified risk tolerances; the aim is to optimise the allocation with an appropriate level of risk. policy. It is measured by monitoring the deviation of
likelihood that pensions and other benefits can be actual returns relative to the tget, as well as other

paid as and when they fall due. FILOG2NAR &adzLILRNIAY3I GKS YIy

processesif necessary, managers may be replaced
where concerns exist over their ability to deliverithe
investment mandate.

The Fund recognises that there are a number of risks
that must be considerednonitored, andnanaged to
ensure it can meet its primary objective of providing

benefits to its members. These risks have been The aim of the investment strategy and management
grouped under investment, financial, demographic, structure isto manage the level of risk necessary to
and regulatory risks, and have been identified and achieve theequiredbenchmark returras set out in
I RRNB&aSR Ay (KS CdzyRQa Ly@SadySyid {GNrGS3e the FundingSrategyStatement® ¢ KS  Cdzy RQ&
Statement and Funding Strategy Statement. investment managers are required to invest in line

with the investment guidelines set by the Fund.
The In.ves'tment Strategy SFateme.nt address.es the Independenddza G 2 RAF ya &l F81S8L) 0
financial risks to the Fund, in particular the risk that ~_ on behalf of the Fund.

0KS CdzyRQa lFaaSia R2 y20 LISNF2NXY Ay fAYyS 46A
I Olidzk NEQ& SELISOGSR NI GS 2F NBlOdzNYy ® Ly O2y&aAa
invegment strategy the Fund must bear in mind the

balance between risk and return which in practice will

mean targeting the highest possible return whilst

minimising downside risk, within agreed parameters.

0K GKS
RSNAY3 Ada

ININITDVYNVIN MSIH hed/@zaga: IVAINNY dNNd NOISNIC Ldvdd  8TC

Investment, by its very nature, is a fisdsed actiity
where the returns achievday different assetwiill
reflect differing levels of investment risk. There are a
number of such risks to consider within the Fund as
set outin the following paragraphs.




LIQUIDITY RISK

This is monitored according to the level of cash
required by the Fund over a specified period and is
managed by holding an appropriate amount of readily
realisable investmentskTS Y I 22 NA (& 27F
assets are invested in liquid assets which are readily
realisable, whilst investments in illiquid assets include
those in property, private equity, and private debt.

CORPORATE GOVERNANCE RISK LEGISLATIVE RISK

Thisis assessed B OA S Ay 3 (G KS Cdzy R@is thd nsiSailenivlGive chaawvill require
YIEYyFISNERQ LRt AOASA NB3II NRattigrdrondtaeNdoigmitlediirordar 2o@@ngly wity’ O S ©
is managed by delegating the exercise of voting rights any such changes. The Committee acknowledge that

td tkeSmar@deys Rvdiexercise this right in this risk is unavoidable but will seek to promptly
accordance with their published corporate address any legislative changes to ensure the Fund
governance policies. Summarief these policies are remains compliant.

provided to the Committee from time to time and

take into account the financial interests of the
shareholders or partners, which should ultimately be
G2 GKS CdzyRQa RGFyidl3aASo
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MARKET RISK

This ighe risk that the fair value of future cash flows
of a financial instrument will fluctuate because of
changes in market prices. The Fund seeks to manage
this risk through its strategic asset allocation which
ensures diversification of investments acrosarge

of asset classes and markets that have a low
correlation with each other, as well as diversification
of managers. Market risk comprises of interest rate,
inflation, and currency risk.

FINANCIAL RISKS ADMINISTRATION RISKS

Action is taken to review performance againgt th The administration risks relateainly to the
investment strategy on a regular basis in accordance obligation to administer the Fund and pay benefits
GAGK [ Dt{ NBIdZ I iA2y & D ¢ KaScur@elgyaRlQ@time ds ydregdwith einployers or

management framework is the same as that of under statute. The main areas of risk are-non
Lambeth Council. Council officers monitor the budget, LJ @ YSy G 2NJ f I GS LI &@YSyid 27
which is set annually as part of the thigear incorrect calculation of benefits, breach of Data

forward-looking service plan. The financial accounting Protection Regulations, atack of resources to
a2aidsSYy Aa AYyGdS3INI G§SR ¢ A Kadniirifster te ActieynSuch ridks Ean lead B advdtsd
segregation of duties and control structure is agreed  publicity, loss of reputation and ultimately statutory

with, and annually reviewed by, Internal Audit. Akey FAYSad ¢KS&S | NB RiskRedsR@a & SR
financial risk is the nepayment of contributions by

employers. The regulations provide for sanctions to

be issued for late payments, and processes are in

place to ensure that contributions are reconciled

regularly, and any nepayment resolved promptly.
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RISK MANAGEMENT POLICY AND
REGISTER

TheFund also has a Risk Management Policy detailing
the risk management strategy for the Fund, including:

w the risk philosophy for the management of
the Fund andin particular attitudes toand
for risk

how risk management is implemented
risk management ponsibilities

the procedures that are adopted in the
Fund's risk management proceasad

w the key internal controls operated by the
Administering Authority and other parties
responsible for the management of the
Fund.

A formal record of risks isrecolle Ay (G KS CdzyRQa wAaj
Register. The Risk Register, including any changes to

the internal controls, is presented to the Pension

Committee on aleast abi-annual basis or more

regularly if a significant risk emerges. The Pension

Board receivean update at each meeting, enabling

Board members to provide comment and input to the

management of risks.
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Investment
Strategy



Investment Strategy

The introduction of LGPS asset pooling has changed The transition to the Pariligned Fund was made in investment strategy can be found in the Investment
GKS 6@ CdzyRa YI 1S Ay@SaiYSHFANRSOOS A@NEKT { K Sy 0GdiyKRXSiratepyiStatefdrt (dedgperidii @ 2y i 2
investment strategy is now geared towards pooling its achieve net zero carbon emissions by 2@4dilst the

assets with the London Collective Investment Vehicle commitment to the UK Housing Fund addressed a

(LCIV) and as at 31 March 3Xpproximately66% of longstanding underweight allocatido property,

0KS CdzyRQa lFaasSia KIR 0S5 Sogsideszhg beSeftof diversification, an intleked

mcome%ream ;:upd the Potentlal to gz nJeéalte regl

¢tKS CdzyRQa Ay @SaidyYSyi UNéloma mpact R AY

March 2020 following the conclusion of the 2019

triennial valuation and, at that time, changes to the As at 31 March 2(®he Fundactivelyinvests its

strategic asset allocation included: assets througlelevenexternal managersifke via the

© The termination of thedzy R Q& RA &S NE A T X8R C1Y)\gps,55Vgn different asset classes.
strategies; The Fund holds asset managers accountable for

decisions on asset allocation within the mandates
. i . under which they operate, and managers are
(including the appointment of a new manager, .

_ challenged robustly and formally by the Pensions

M&G);and Committee on any proposed charsge asset

w Additional commitment to private debt. Ffttft20FGA2yad al ylI ISNBRQ LISNF2NXYIFyOS Aa NBGASGSR I
each Committee meeting in discussion with the
investment advisor and officers, and they are also
called to Committee meetings where necessary.
Officers meet managers regularly and advice is taken
from the investment advisor on matters relating to
manager arrangements and performanthe Fund
also undertakes rebalancing reviews of its strategic

w Additional investment into muiasset credit

Those changes have been implemented over the
course of the thregyear valuatiorperiod and,

following the conclusion of the latest valuation as at
31 March 2022, an updated investment strategy and
revised strategic asset allocation will be agreed by the
Pensions Committee in Q2/Q3 2023.
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Over the course of 2022/23 there were two asset allocation to ensure that actual allocations do
investments/commitments made by the Fund in line ~ not deviate significantly from target allocations.
with the current strategy: During 202/23( K S Cdzy RQa déBesed 345G O £ dz5
w The existing investment in the LCIV Global Alpha by approximately £44m, driven by dall in market

Growth Fund was transitioned-apecie to the Gh t dz2S 2F U KBe tabizfieho® frovides a S i &

LCIV Global Alpha Growth Paxiigned Fund; and O NBF 1 R26y 2F GKS CdzyRQa AygSaitySyia oé aasi
manager as at 31 March 284ncludinghe current
@ A new commitment of £50m was made to the benchmark asset allocations per the investment
LCIV UK Housing Fund. strategyagainsthe actual yeaend allocations (with
prior year comparator); further information on the




ASSET ALLOCATIONS BY MANAGEER3202

Asset Class

Manager

Market Value
31 March 203

Benchmark Allocation

Actual Allocation
31 March 203

Actual Allocation
31 March 202

(Em) (%) (%) (%)
Private Equity, Adams Street] 60.2 5.0 35 4.1
Property Invesco 167.2 15.0 9.8 9.2
LDI Insight 193.4 15.0 11.4 15.2
Global Equities London ClVBaillie Gifford 269.9 15.0 15.9 155
Global Equities London CIVRBC 286.4 15.0 16.9 16.8
Emerging Market Equitie: London CIVJP Morgan 169.8 10.0 100 9.3
London CI¥ CQS& PIMCO 224.5
Multi-Asset Credit] 12.0 20.7 19.4
M&G 126.7
Churchill Asset Managemer| 67.8
Private Debt 12.0 7.9 4.3
Permira 66.0
Cash and Net Current Asseg 61.3 3.6 5.7
Cash 1.0
Insight MMF 5.0 0.3 0.3
SPV PAAMCO 0.0 0 0.0 0.0
Equity London CI 0.2 0 0.0 0.0
Total 1,698.4 100.0 100.0 100.0
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE (EBGEGRATION

Best management practice includes assessing,
reporting, and addressing material risks associated
with corporate governance and environmental and
social issues. Companies should have regard to the
environmental and social impacts of their activities in
all their decisions, as approaches that ainpfusitive
environmental and societal outcomes are usually also
good for businesses in the long run. Where the Fund
considers that disclosure on these risks is inadequate,
the Fund will generally support requests for improved
disclosure from its investmentanagers.

Paragraph 7(2)(e) of The Local Government Pension
Scheme (Management and Investment of Funds)
Regulations 2016 requires administering authorities
to set out how social, environmental, and corporate
governance considerations are taken into accamint
the selection, norselection, retention and realisation
of assets

w The London Borough of Lambeth Pension Fund is a
longterm active investor that takes a serious
approach to fostering stewardship; the Fund
believes that sound corporate governance
contributes to longterm value for its members.

environmental, social, corporate governance and
ethical considerations into the decisiomaking
process for all Fund investments. It expects its
managers to follow best practice and use their
influence as major institutiom@vestors and long
term stewards of capital to promote good practice
in the investee companies and markets to which
the Fund is exposed.

w The Fund expects its external investment

managers (and specifically the London CIV through
which the Fund will increingly invest) to

integrate material ESG factors into its investment
analyses and undertake appropriate monitoring of
current investments for any ESG issues which
could present a material financial risk to the long
term performance of the Fund.

w All manages within the Fund are monitored

regularly against ESG criteria to ascertain the
extent to which they incorporate ESG and active
ownership into their core processes, and whether
they can provide clear evidence that ESG overall,
or a particular theme, is cetto idea generation

and portfolio constructionThose managers that
rank poorly against their peers in their relevant
asset classes will be questioned by officers and the
Committee on their plans to improve their ESG

¢tKS CdzyRQa Ly@SaidyYSydl {u litegratore {(]lijSYSy(] asiaa

2dzi Ay 3NBFU .S NI RSUlA f d (K;o The Fu%% mé)mbtla'r‘]o ;}1e Loca Ab‘tjﬁorlty y

corporate governance and its approach to voting

on behalf of members. Pension Fund Forum, a membership group of

LGPS funds that promotes and campaigns on high

w Voting rights give shareholders both the standards of corporate governance and

opportunity and responsibility to participate in the sustainable investment, through which the Fund

stewardshipoD2 YLI YA SazX FyR (KS candaygRe and ¢daborat® dn such issues.

on e>\<\ercising voging rAights is expvlained in section alsa 4. sian t ot F:-ln ni

AAE 2F GKS CdzyRQa LyQSauYSyF ‘ﬁ )?\@Bi% ME IR

w The Fund requires its investment managers to
integrate all mateaal financial factors, including

voluntary code which sets high stewardship
standards for those investing money on behalf of

9

'Y A&F @SNEBE | YR L)&nghdah 2y SNA d
Stewardship Report sets out how, @mgst other
things, it manages stewardship, investment and
ESG integration, and how it exercises its rights and
responsibilities. Thiatestreport is available on

the Fund website at the following link:
https://Igpslambeth.org/resources/

In respect of climate risk in particular, the Fund
considered its impact on the funding strategy as
part of the 2022 valuation exercise, using climate
scenario stress testing in the cdbtition

modelling exercise. The results provide assurance
that the modelling approach does not significantly
underestimate the potential impact of climate
change and that the funding strategy is resilient to
climate risks. Further information is availaible

the latest Funding Strategy Statement (see
Appendix One

ADILVHLS INIFWLSIAANI bEd/@TaEad TVNANNY ANNd NOISNId Ldvdd G20
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In 202/23 the value of the Fundecreasedy approximately £44m (8%) to stand at £698m at 31 March 202 (£1,842m at 31 March 202).

¢ KS Cdzy Redts inBusb@shprivpértyprivate debtandthe LDIportfolio performedabovebenchmarkn the year whilstallthe other asset classdailed to meet
expected performance levels.

Net of fees, Fund performance2021/22 was approximatelys.2%6belowbenchmark however, it performed abovgenchmark irthe threeyear period by 0.8%ndin line
with the benchmark ovehe five-year period, as shown in the taltlelow.

Asset Class 1 Year Performance 3 Year Performance 5 YearPerformance
Fund (%) Benchmark (%) Fund (%) Benchmark (%) Fund (%) Benchmark (%)

Global Equity 1.1 14.1 17 14.2 13.8 11.2
Emerging Markets Equity (10.9 (7.9 4.5 4.6

EuropearProperty 9.9 8 2.2 8.0 3.4 8.0
UK Private Rented Sectmoperty 7.4 20.9 3.8 6.3

Multi-Asset Credit 1.8 4.1 3.1 4.4

Private Debt 7.1 4.1 5.9 4.4

LDI 6.2 6.1 (3.2 (3.3 (1.8 (1.9
Total (excludingPrivate Equity) 2.1 7.3 8.8 8.0 6.7 6.7

As at 31 Marc2023 the Fund had approximatel@805m pooled through the London CIV, achieving an estimated annual fee sbg2h61k



¢tKS CdzyRQa Ol akK Ff204
showed a net outflow in the year o1 £3m; the Fund
received £4.2m in contributions and transfers in but
paid out £5.5m in benefits and transfers out. Total
income received by the Fund, including investment
income, was £04.2m whilst total expenditure
incurred, including management expenseasw
£84.7m.

2022/23 2021/22

£000 £000

Income 104,249 102,920
Expenditure (84,694) (75,772)
Surplus for the year 19,555 27,148

¢KS CdzyRQa O2y(iNROdziAZ2Y
retirement benefitsFollowing the triennial valuation
undertaken as at 31 March 2019 there was a small
increase in thannualdeficit contribution pgableby
the council to the Fund of £0.5rfrom £12mo
£12.5m and covering the three years ending 31
March 2023Within the year there has been an
increase in benefits paid, and it is projected that in
the long run this trend will contribute to an increase
in the gross pension liability

During the yeartte Fundused cash distributions from
its property investments (approximateéd® 4m) and

its private equity distribution@pproximately
£10.4m)to meet its cash flow needagross other
asset classefvestment incomevas reinvested back
into the relevantund assets.

F N2 Tve tgole befow pravides a firtker hresikdownd mizhe
Cdzy RQa

@2e2H23. Tt 2 6 &

Cash Movement £000

I 2yiNRodziA2yQa NBOSA S

from employers 45,264
from employees 11,707
from employees transferring from other 7,250

pension funds
Income earned on investments 40,028
Total inflow 104,249

Benefits payable:

Pension payments (55,157)
A Yufpoh Paymang duglonlreltddéntf & dzaARR)

Lump Sum death benefits (1,846)

Payments to and on account of leavers:

Refunds temployees who leave the scheme (179)

Payments where employees transfer to other fun  (8,152)

Tax paid on Investment Income 0
Management expenses (9,185)
Total outflow (84,694)
Net cash flow 19,555

The funding level as at Blarch 2@2, the most
recent triennial valuation, w&6% as detailed in the
table below, aimprovement from 8% as at 31
March 20D and alargelydue tobetter than expected
investment returnsAlthough total liabilities increased
over the period, refledg a significant increase in
shortterm future inflation expectations, a
proportionately larger increase in asset valbas
resulted in the funding deficit reducing from £307m
to £79m.The next formal valuation will take place as
at 31 March 202.

Valuaion Date

31March 2®2 | 31 March 2019

’ ) (Em) (Em)

U2 dadl sGivice Liabilties
Employees 490 397
Deferred Pensioners 550 543
Pensioners 881 807
Total Liabilities 1,920 1,747
Assets 1,842 1,439
Surplus/(Deficit) (79 (307)
Funding Level 96% 82%



The most recent investment strategy review was
carried out following the conclusion thie 2019
triennial valuationthe investment strategy review
provides an opportunity to assdssw assets are
currentlyLJl2 A A G A2y SR i Fundih§ S i
objectives and to make changes as required to
improve the likelihood of meeting required
investment returns.

As at 31 March 2023sset performance in all time
periods up to five yeatsas fallen below benchmark
expectations. The current investment strategy will be
reviewed and updated later in 2023 and will look to
address areas of concern regarding loAgem asset
underperformance, as well as revised expectations
from the latest 202%aluation.

In order to place a current value on future benefit
payments made from the Fund, an assumption about
future investment returns is required in order to
discount future benefit payments back to the

i Kv@luaGotizgfake O &

In setting the disount rate the Fund is determining

the extent to which it relies on future investment
returns required to meet benefit payments in excess
of the assets already held at the valuation date. It
must incorporate a degree of prudence and is set with
reference2 (G KS CdzyRQa OdaNNBy i
investment strategy and, in particular, how this
strategy is expected to outperform the returns from
government bonds over the long term.

Thediscount rate set as part of the 2019 valuation
exercise covering perisdip to 31 March 2023 was
3.1%.

¢tKS CdzyRQa |
2023 the fundingposition has improved to the extent
there is now a funding surplus of approximately
£190m, and theverall funding levasat 1124

OlGidzl NB SadAaYl

In 2022/23 all nonLambeth Council employers paid
their pension contributions by the due date, with no
interest therefore chargeable for late payment. For
several years the council has participated in the
National Fraud Initiative (NFI); where overpayments
have been identified, for example where a pensioner
has died, action has been taken to arrange recovery in
line with Fund policies.
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Administrative Performance

PERFORMANCE TARGETA2302

The table below details the key administration
performance indicators used for the year.

The Lambeth Pension Fund has ahduose teanto
manage its administration function. The team of nine
staff provide pensions services and manage the
records of over 21,000 Scheme members acBass
active employers as at 31 March 30Key
achievements of the team in 2823 include the
collationand provisiorof membeshipdata and
cashflow reconciliations covering the period April
2019 to March 2022 for the actuarial valuation of the
Fund,ensuring that employer membership and
cashflow dat was provided to the Fund in a timely
manner,andrestructuring workflow processes in the
pensions administration system

Performance indtator (from point Target | Achieved
at which all required information %
has been received)

Calculation and notification of 25days 83.0
transfers in and out

Calculation and notification upon 10 days 94.0
death of scheme member

Process and pay refund 10days 97.0
Letter notification to new entraist 20 days 1000
Process and pay lump sum 10days 91.0
retirement grant

Calculation and notification of 10 days 94.0

deferred benefits

FIVEYEAR ANALYSIS OF MEMBERSHIP

DATA

The table below shows thmovement in Fund
membership over a fivgear period. The increase in
pensioner members is largely due to retirements from
active membership and deferred pensions becoming
due for payment.

Description 31 31 31 31 31
March | March | March | March | March

2023 2022 2021 2020 2019

Active 4,875 4,953 5,013 4,946 5,660
Deferred 8,423 8,617 | 8,460| 8,410| 8,337
pensioner

Pensioner 8,219 | 7,806| 7,455| 7,686| 7,444

Total 21,517 | 21,376 | 20,928 | 21,042 | 21,441

Key documents for the Fund, including the
discretionary policy statement, can be found on the
Fund websiténttps://www.lgpslambeth.org

¢KS CdzyRQa
(IDRP) is based on standard guidance fuGHS

Funds. Stage 1 cases are reviewed by the Director of
Human Resources & Organisational Development,
and Stage 2 cases by the Director of Legal Services &
Human Resources. In the financial year22Z22there

was one case reviewed

Thefollowingtable provides a membership

ONBI {R2gy 2F (GKS CdzyRQa
2023. Al membership data shown excludes
undecided leavers.

Ly G SNJ leflure5 A & LJdzii
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https://www.lgpslambeth.org/

Employer Active Deferred Pensioner
Lambeth Council 4337 8,069 8,142
Angell Town RMO 12 1 0
Blenhei Gardens 3 4 4
City Height ACT 31 20 0
Dunraven Education TrusElmgreen 57 26 6
Dunraven Education TrusRosendale 57 39 11
Elfrida Rathbone Society (Lambeth) 2 0 0
Evelyn Grace 25 58 8
ExcelCare 1 5 7
Fortem Solutions Ltd. 1 0 1
Future Academy Trust 18 4 0
Harris Academy Clapham 19 2 0
Harris Academy Sixth Form 8 0 0
Heron Academy 32 0 0
Kings College London 6 0 0
Lambeth Academy 31 70 11
Nido VolangLambeth) 17 0 0
Oasis AcademyJohanna 21 13 1
Oasis AcademySouth Bank 39 20 1
Olive Dining 6 1 0
Parallel Learning Trust 27 38 11
Research Machines 1 0 0
SDBE Christchurch 10 7 0
SDBE, St Leonards 29 6 1
SDBE{ (i [ dzl SQa& 8 1 3
Serco Ltd. 16 0 1
Southbank Engineering 8 4 1
Stockwell Academy 18 35 9
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Streatham Wells Primary 33 0 0
Wates Property Services Ltd. 1 0 1
Young People Matter Ltd. 1 0 0

4,875 8,423 8,219
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Actuarial Report on the Fund

INTRODUCTION

CIPFA's Code of Practice on Local Authority
Accounting 202/23requires Administering
Authorities of LGPS funds that prepare pension fund

PRESENT VALUE OF PROMISED
RETIREMENT BENEFITS

accounts to disclose what IAS26 refers to as the Year ended 31 March 203 | 31 March 202
actuarlal present valug of promised retlreme?njc . Active members (Em) e e
benefits. | have been instructed by the Administering

Authority to provide the necsary information for Deferred members (Em) 464 709
GKS [2yR2Yy . 2NRBdAK 27F [ | Y Pensioners(Em) 818 975¢ §
CdzyRe 0 @ Total (Em) 1,727 2,336

The actuarial present value of promised retirement
benefits is to be calculated similarly to the Defined
Benefit Obligation under IAS19. There are three
options for its discloserin the pension fund
accounts:

w showing the figure in the Net Assets
Statement, in which case it requires the
statement to disclose the resulting surplus or
deficit;

as a note to the accounts; or

by reference to this information in an
accompanying actuatieeport.

If an actuarial valuation has not been prepared at the
date of the financial statements, IAS26 requires the
most recent valuation to be used as a base and the
date of the valuation disclosed. The valuation should
be carried out using assumptioinsline with IAS19
YR y2i GKS CdzyRQa

T dzy RA

The promised retirement benefits at 31 March 202
have been projected using a roll forward
approximation from the latest formal funding
valuationas at 31 March ZZ2. The approximation
involved in the roll forward model means that the
split of benefits beteen the three classes of member
may not be reliable. However, | am satisfied that the
total figure is a reasonable estimate of the actuarial
present value of benefit promises.

The figures include both vested and nasted
benefits, although the latter essumed to have a
negligible value. Further, | have not made any
allowance for unfunded benefits.

It should be noted the above figures are appropriate
for the Administering Authority only for preparation
of the pension fund accounts. They should not be
used for any other purpose (i.e. comparing against

y‘t'%t;gf/ rmeasyies g %fgn)(}i%g basis or a cessation

ASSUMPTIONS

The assumptions used are those adopted for the
'RYAYAAGSNAY3I ! dzikK2NRG&Qa
different as at 31 March 2@2nd 31 March 202 |
estimate that the impact of the change in financial
assumptions to 31 March 283 to decrease the

actuarial present value by8£2m. | estimate that the
impact of the change in demographic assumptions is

to decrease the actuariatgsent value by £im.

FINANCIAL ASSUMPTIONS

Year ended (% p.a.) 31 March 203 | 31 March 202

Pension Increase Rate 3.00% 3.20%
Salary Increase Rate 3.50% 3.70%
Discount Rate 4.7%% 2.70%

—
ag
m
-
S
zZ
O

o
W
()]
o
X
>
T
_|
T
m
Z
)
©)
P4
m
C
Z
O
>
Z
=z
c
>
—
é
S
=2
>
@]
_|
c
>
T
>
[
Y
m
0
©)
Py
_|
®)
Pz




DEMOGRAPHKSSUMPTIONS

The longevity assumptions hasleanged since the
previous |IAS26 disclosure for the Fund.

Life expectancy is based on the Fund's VitaCurves
with improvements in line with the CMI 2021 model,
with a10% weighting of 2021 (and 2020) data,
standard smoothing (Sk7), initial adjustment 06062
and alongtermrate of improvement of 1.5%ep
annum Based on these assumptions, the average
future life expectancies at age 65 are summarised
below:

Males Females
Current pensioners 212years| 24.0years
Future pensioners (assumedtol 22.7years| 25.6years

aged 45t the latest formal
valuation)

All other demographic assumptions are unchanged
from last year and as per the latest funding valuation
of the Fund

SENSITIVITY ANALYSIS

CIPFA guidance requires the disclosure of the
sensitivity of the results to the methods and

assumptions used. The sensitivities regarding the

principal assumptions used to measure the
obligations are set out below

Change in Approximate % Approximate
assumption at 31 increase to | monetary amount
March 2023 liabilities (Em)
0.1% p.adecrease 2% 28
in the Discount

Rate

1 year increase in 4% 70
member life

expectancy

0.1% p.a. increase 0% 2
in the Salary

Increase Rate

0.1% p.aincrease 2% 27

in the Pension
Increase Rate (CP|

PROFESSIONAL NOTES

¢CKA& LI LISNI IFOO2YLIyASa GKS
Report¢ 31 March202Q ¢ KA OK ARSY G A TA
appropriatereliancesand limitations for the use of

the figures in this paper, together with further details
regarding the professional requinents and

assumptions

Steven Law FFA
For and on behalf of Hymans Robertson LLP

25 May 2023

anNnd 3HL
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Governance Compliance Statement

INTRODUCTION

The requirement for a governance compliance
statement is provided for by Regulation 55he

Both the Committee ahthe Board have a
responsibility to work within, and ensure compliance

Local Government Pension Scheme Regulations 2013, to, a range of pensions legislation and guidance

which states that the administering authority of a
Fund must prepare a written statement setting out
whether the authority delegates its function, or part
of its functions under the Regulations a
committee, a sukcommittee, or an officer of the
authority.Where it does delegate functions, it must
also set out the terms and structure of that
committee.

At the London Borough of Lambeth Pension Fund the
t Syaazya /2YYAGGSSET WwWakKS
des\ 3y i SR 062R& T2NJ RAaOKI
functions in relation to the scheme. It is the main
decisioamaking body of the Fund, with responsibility
for all Fund matters including governance,
investments, funding, accounting, employer and
scheme member ergiement, communications, and
administration.

The Public Service Pensions Act 2013 also require
mandatory local pension boards to be in place. The
NREftS 2F GKS tSyaizya . 2|
the diligence of decisiemaking but not the decision
itself.

Both the Committee and Board came into effect on 1
April 2015 and, in line with other council committees,
member appointments are reviewed annually but
appointed in line with the guidelines set out in their
terms of reference.

NRZ WiKS . 21

ONBFSNNBR (2
includes, but is not limited to:

KSyOST2NIK

w The Public8vice Pensions Act 2013;

w The Local Gernment Pension Scheme
Regulations 2013;

w The Local Government Pension Scheme
(Transitional Provisions, Savings and Amendment)
Regulations 2014;

I 2YYAGGSSQs Aa

JaTi“?/Lﬁca'LPR"gm"E?'%t BSPOR ?CPP&‘e
(Management and Investment of Funds)
Regulations 2016; and

w The PensionRefu 12 NR&a / 2RS 27
Governance and Administration of Public Service
Pension Semes due to be consolidated into a
Combined Code and released later in 2023.

NRQ>X A& (2

DELEGATION OF FUNCTIONS

{dzo0 2S00 G2 GKS O2dzyOAf Qa &

. oficers, japansinyjty fardhe prepgr SRPTANEN,Of thek & o

Fund in accordance with all relevant regulations and
best practice lies with the Pensions Committee. In
addition, and in accordance with the Regulations, the
Fund has established a local Pensions Board for the
purposes of assisting the administering authority
(Lambeth Council) in the governance and
administration of the scheme; the Board operates
independently of the Pensions Committee.

The Committee is advised by tB&ategidirector of
Finance andhvestmentand her officers as delegated,
G§23SGKSN) g6A0GK GKS CdzyRQa A

TheStrategidirector of Finance arldvestments
tedpbnSikleAfdd ésuking that theviouse team
provides adequate support to both the Committee
and the Board. In between Committee meetings the

Cdzy RQa Yl ylFI3ISNA NBLR2NL G2
performance and the implementation of the
investment stratgy.

NEGkE% cdzy RQa LINE OSRdNBa | NB
A0NMziAye o6& 020K (GKS 02dzy O

its external auditor.

This delegation of functions complies with the current
guidance issued by the Secretary of State.
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PENSIONS COMMITTEE

Terms ofReference

The full terms of reference for the Pensions

[ 2YYAGGSS INB aSid 2dzi Ay
what follows is a summary of those terms. The
Committee is responsible for ensuring that the Fund is
properly operated in accordance with all relevva
legislation and best practice as advised by the
Pensions Regulator, the Local Government Pension
Scheme (LGPS), Scheme Advisory Board (SAB), the
Department for Levelling Up, Housing and
Communities (DLUHC) and the Chartered Institute of
Finance and Accaatancy (CIPFA), including both
financial and administration matters. This will include,
but is not limited to:

benefits administration;

managing the discretions policies;

resolving internal dispute;

communication with members;
communication and engagemenith employers;
monitoring risks;

record keeping;

publishing of scheme information as required;

© ©® N o g & O N PF

approving the Fund's Pension Fund Annual
Report and Financial Statements and to consider
any reports produced by th&trategidirector of
Finance andhvestment in accordance with the
duty to make arrangements for the proper
administration of the financial affairs of the Fund;

10. participating in the London Collective Investment
Vehicle (CIV) in accordance with the

requirements placed on administering authorities
in relation to the pooling of LGPS assets;

11. carrying out the duties set out in the Regulations

The Committee will work closely with the Board to
ensure the scheme is administered efficiently and
effectively and will share with the Board reports and
documents to enable the Board to achieve and meet

(i Kngelagps pfheactianal valpagiopofthe ™l A ggytemit. The Committee will receive updates from

and in relation to any other decisions about the
amount employers need to pay; and

12. assessing the covenantiefind employers and
ensuring that employer contributions are set
accordingly.

¢CKS /2YYAGOGSS oAff
investment strategy in accordance with the
Regulations, ensuring that the Fund is invested in
suitable types of investments andsisficiently
diversified having regard to its investment objectives.
These include:

1. determining the Investment Strategy Statement;

2. ensuring adequate monitoring and compliance
with the overall investment strategy and the
Investment Strategy Statement.

3. apponting investment managers and any
external service providers and advisors felt to be
necessary;

4. maintaining effective arrangements for reviewing
on a regular basis investment manager
performance against established benchmarks and
being satisfied as to mager expertise and the
quality of their internal systems; and

5. ensuring compliance to pooling requirements
through the London CIV, reviewibglV
performance against established benchmarks on
a regular basis, and being satisfied as to the
U'L+Q& SELISNIA&AS |yR
systems.

idKS

each Board meeting and as the Board deems
necessary. In support of this working relationshipd
in an observer capacitany member of the
Committee may attend Board meetings and Board
members may also attend Committee meetings.

RS G S NJAs pag of gaedschemgyodversance, hé Gummittee

will work with, receive, and consider reports and
requests for informationrébm the Board. The Board is
not a decisiormaking body and it will be for the
Committee to ensure that the appropriate actions are
undertaken as required.

The Committee will also ensure that the Fund works
with the relevant admitted bodies as required and
that a discretions policy is properly maintained and
administered.

jdzt t AGE 2F
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Frequency of Meetings Representatives

The Committee meets at least quarterly, with The Committee draws its membership from
additionalmeetingsconvened as and when required. G AY G SNBaGSR LI NI AS&E & F2ftt26ayY
The details of forthcoming meetings, as well as
minutes and papers fro previous meetings, are . i
FOFAfEOES 2y KS O2dyOrt aSUBlUR 68 i GKS F2tt26Ay3
link: ® OnelLambeth Councdmployee representative

(who is a member of the Fund);

w Five elected councillor members (plurse

https://moderngov.lambeth.gov.uk/ieListMeetings.as

px?Committeeld=734 w One trade union representative; and
Committee meetings are held in the Town Hall, ® One pensioner representative (who is a member
Brixton, or remotely by electronic, digital or virtual of the Fundl.

means via the internet or conference call and are

open to members of the public. All members of the Committee have voting rights and

there is no requirement for it to be politically
balanced. Provision is made for all members to
undergo regular and relevant training to meet the
requirement for them to be familiar with the rules of
the Fund and all relevant legislation.

During 2022/23 there were wholesalbanges to the

membership of the Committee following the May

2022 local elections and the resignation of the

pensioner representative. This resulted in the

appointment of five new amcillor members to the

Committee, including a new Chair, and the election of

a new pensioner representative. As at 31 March 2023

the trade union role remained vacant, pending

Y2YAYFGA2ya FTNRY (GKS O2dzyOAft Qa 22AydG (NI RS dzyiz2yao
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https://moderngov.lambeth.gov.uk/ieListMeetings.aspx?CommitteeId=734
https://moderngov.lambeth.gov.uk/ieListMeetings.aspx?CommitteeId=734

PENSIONS BOARD

Terms of Reference

The full terms of reference for the Pensions Board are
a8 2dzi Ay (GKS O2dzyOAf Qa
summary of those terms. The core function of the
Board is to assist the adnstering authority in

securing compliance with the Regulations and any
other legislation relating to the governance and
administration of the Fund, which it can achieve
through several means including, but not limited to:

1. the regular review of complianceomitoring
reports, including reports and decisions made
under Regulations by the Committee;

2. the review of management, administrative and
governance policies and procedures to ensure
they remain compliant with Regulations;

3. the review of risk management jmés and the
CdzyRQa 2y 32Ay3 |
monitoring risk; and

4. requesting information from, and making
recommendations to, the Committee with
regards matters that impact the administration
and governance of the Fund.

The Board is not a negating body and will recognise
its shared interests and objectives with the
Committee; it is not responsible for making
operational or investment decisions concerning the
Fund.

LILINEZ I OK

Frequency of Meetings Representatives

The Board will meet at least twice peryearbutmay ¢ KS . 2F NR RN} g4 AdGa YSYOSN
choose to meet more often as required. The detailsof LJ- NIIAS&¢ & F2ft26ayY

forthcoming meetings, as well as minutes and aPers . . .

¥ V2 AN 2T Voed ifia y*aga St 2 dngg] ipaglpeled qoungillar mampers; sgruing §52 dzy O
website at the following fink: employer repesentativegplus’one substitute
https://moderngov.lambeth.gov.uk/ieListMeetings.as 2.
px?Committeeld=733

OneLambeth Councdmployee representative
(who is a member of the Fund);

Board meetings are held in the Town Hall, Brixton, or 3.
remotely byelectronic, digital or virtual means via the
internet or conference call and are open to members

of the public.

One trade union representative; and

One pensioner representative (who is a member
of the Fund).

All members of the Board have voting rights and no
member serving on the Board can also serve on the
Committee (and vice versa). Provision is made for all
members to undergo regular and relevant training to
meet the requirement for them to be conversant
with, or have a working knowledge of, the scheme
regulations and policies, as well as relevant pensions
legislation and guidance, in order to effectively carry
out their duties.

i2 ARSYGATEAYST

During 2022/23 there were several changes to the
membership of the Board following the May 2022

local elections and the resignatiof the employee
representative. This resulted in the appointment of

three new councillor members to the Board, including
the substitute member, and the election of a new
employee representative. As at 31 March 2023 the

trade union role remained vacafailowing an iryear
resignatiod LISYRAY 3 yY2YAYl A2y a
joint trade unions.
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https://moderngov.lambeth.gov.uk/ieListMeetings.aspx?CommitteeId=733
https://moderngov.lambeth.gov.uk/ieListMeetings.aspx?CommitteeId=733

Training Record

Members of the Pensions Committee and Pensions
Board undertoolapproximately 5&ours of training
and attendance at relevant events during 2/23.

¢KS CdzyRQa ¢NJ}AYyAy3 tz2ftAade asi

knowledge and skills of those responsible for Fund

management can be acquired, retained and

developed, guided by the CIPFA LGPS Knowledge and

Skills Framework. The policy includes an annual

training pan which provides tailored and specific
aSaairzya T2N) YSYOSNB NBtSgIyi
Plan. At every Committee/Board meeting members

receive recommendations of relevant events they

should consider attending, whilst training/event

attendance levelsra also reported at each meeting.

a 2dz2i K2g GKS
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STATEMENT OF COMPLIANCE TO
GUIDANCE

Regulation 55(1)(c) of the Local Government Pension
Scheme Regulations 2013 requires the administering

authority to report on the extent to which those
bodies with delegated authority to carry out the
functions of the scheme comply with statutory
guidance. Where compliance does not meet the

required standard, there is a requirement to set out

the reasons for nogomplianceThe following
paragraphs setouii KS Cdzy RQa
nine key governance principles.

Principle Ag Structure
a. The management of the administration of benefits

and strategic management of Fund assets clearly
rests with the mairtcommittee established by the
appointing council.

. That representatives of participating LGPS

employers, admitted bodies and Scheme
members (including pensioner and deferred
members) are members of either the main or
secondary committee established to underpin the

02 YL A I wesof theamair gomrjittee.

. That wrere a secondary committee or panel has

been established, the structure ensures effective
communication across both levels.

. That where a secondary committee or panel has

been established, at least one seat on the main
committee is allocated for a membiom the
secondary committee or panel.

Not Compliant Fully Compliant

K

Principle B Representation

a.

That all key stakeholders are afforded the
opportunity to be represented within the main or
secondary committee structure. These include:

employing authorities (including n@theme
employers, e.g. admitted bodies);

scheme members (including deferred and
pensioner scheme members),

where appropriate, independent professional
observers, and

expert advisors (on an dtbc basis).

That where lay members sit on a main or
secondary committee, they are treated equally in
terms of access to papers and meetintyaining
and are given full opportunity to contribute to the
decisioamaking process, with or without voting
rights.

Not Compliant Fully Compliant

K
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Principle @ Selection and Role of Lay Members
a. That committee or panel members are made fully

aware of the status, role and function they are
required to perform on either a main or secondary
committee.

. That at the start of any meeting, committee
members are invited to declare any financial or
pecuniary interest related to specific matters on
the agenda.

Not Compliant Fully Compliant

K

K

Principle D¢ Voting

a. The policy of individual administering authorities
on votingrights is clear and transparent, including
the justification for not extending voting rights to
each body or group represented on main LGPS
committees.

Not Compliant Fully Compliant

« | [ [ [ [«

Principle E; Training/Facility Time/Expenses
a. That in relation to the way in which statutory and

related decisions are taken by the administering
authority, there is a clear policy on training, facility
time and reimbursement of expenses in respect of
members involved in the decisiomaking process.

. That where such a policy exists, it applies equally

to all members of committees, sommittees,
advisory panels or any other form of secondary
forum.

. That the administering authority considers the

adoption of annual training plans for committee
members and maintains a log of all such training
undertaken

Not Compliant Fully Compliant
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Principle F¢ Meetings(Frequency/Quorum) Principle Gg Access Principle Hg Scope
a. That an administering dzii K2 NA (@ Q& Y I &yt O20y YARAASSOG (2 I ye Nz §.a&That sdmidife8ng Bughdrye® hafe®slen steps to
or committees meet at least quarterly. Constitution, all members of main and secondary bring wider Scheme issues within the scope of
. cf(%mmitt es Qr 8anelshave equ LaFce% to their governance arrangements.
I dzi K 2 e Qa  a :

S O R

b ¢RI u ty FRYAYAIUSNRAY 3 comml\l{ eeupapers, documents-and a(RI/lce that

r n . R . . .
committee or panel meet at least twice a year and falls to be considered at meetings of the main Not Compliant Fully Compliant
is synchronised with the dates when the main .

; ) committee. a ‘ K
committee sits.

c. That an administering authity which does not Not Compliant Fully Compliant

include lay members in their formal governance a ‘ ‘ ’ ’ K
arrangements, provide a forum outside of those

arrangements by which the interests of key

stakeholders can be represented.

Not Compliant Fully Compliant
a K
b K
© K
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Principle Ig Publicity

a. That administering authorities have published
details of their governance arrangements in such a
way that stakeholders with an interest in the way
in which the Scheme is governed, can express an
interest in wanting to be part dhose
arrangements.

Not Compliant Fully Compliant
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