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the year Iin brief

It has been a signiycant year for

the Authority with major changes to
our investment strategy, the Local
Government Pension Scheme and our
organisational structure.

The pace will not be letting up in the
coming year as we welcome a new Chief
Executive, say goodbye to several Board
members and face the prospect of a
brand new LGPS.

The one change that none of us could
have foreseen was the sudden death of
Phil Goodwin, LPFA's Director of Pensions
Operations in February. Phil had been
with LPFA since its inception in 1989

and was a signiycant force in the Local
Government pensions arena. He will be
sadly missed by friends and colleagues
throughout the country and our thoughts
remain with his family at this very sad
time.

We will be saying another goodbye,
although in much happier circumstances,
to our Chief Executive Peter Scales who
retires at the end of 2006. | would like to
take this opportunity to personally thank
Peter for the hard work and vision he has
given to LPFA and wish him all the very
best in, what | am sure will be, a very
busy retirement.

In tandem with Peter's retirement we
have looked at the structure of the
organisation and made some important
changes. You can read about these on
page 3.

an encouraging start on the lo
back to full funding...

I would also like to thank my fell
members for the hard work they
in with a special thanks to those
be stepping down later in the yes
effort and enthusiasm shown by
members during the year, especi
given the signiycant tasks before
has been much appreciated.

One of those tasks, perhaps the
took most Board time and attent
the review of investment manage
arrangements.

As with all other local authority
funds we had been faced with se
years of poor investment perfor
coupled with ever increasing liab
We felt that the structure of the
investment mandates in place di
encourage managers to seek gro
provide the breadth and pexibili
to achieve the required performa
levels.

The result of the review in terms
new structure can be found on p
There will be some time for the s
to bed in before we can see the
on performance, however initial
provide for an encouraging start
long road back to full funding.

The LGPS continues to evolve wi
new regulations in place this yea
signhiycant changes planned for 2
We will be keeping you as up to
possible on these changes via o
site and newsletters.

So a busy year for us with more
same for next.

Neil Newton
Chairman




bg 1 - Board structure

Board member and appointment

Skills

Neil Newton, Chairman
1st July 2001 to 315t July 2007

Accountant,
Public administration.

Michael Ward, Deputy Chairman
1st Aug 2004 to 31st July 2007 #

Management,
economic development.

Niaz Alam
1st July 2001 to 31t Dec 2008

Responsible investment,
Human Rights.

Councillor Pamela Batty
1st July 1998 to 315t July 2006

Public administration.

Councillor Danny Connellan
1st Aug 2004 to 31t July 2006

Public administration.

Andrew Cornwell
15t July 2001 to 315t July 2006

Financial journalist,
environment, equalities.

Councillor Serge Lourie
30" Oct 1989 to 31st July 2006

Accountant,
Public administration.

Bill Roots
1st July 2001 to 31t Dec 2008

Accountant, Public
administration.

Jenny Rosser MBE
1st July 2001 to 31st Dec 2008

Pensions administration,
investment.

Left the Board during 2005-06

Ray Ambrose
2" Jan 2002 to 31st Dec 2005

Solicitor,
Fund pensioner.

Dr Ann Robinson
1st July 2001 to 31t Dec 2005

Lecturer,
institutional investment.

Joined the Board during 2005-06

Michael Deakin
1st Jan 2006 to 31st Dec 2008

Actuary, investment
management

Icki Igbal
1st Jan 2006 to 31t Dec 2008

Actuary,
ynancial management

extracts from the Governance Report
2005-06 available from the LPFA web site
www.|pfa.org.uk

bg 2 - LPFA structure

Chief Executive

Investment
Services

Corporate
Resources

Pensions
Operations
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a hew LPFA

Current and recent Board members are shown in yg 1 on the opposite page. We have
had two new appointments this year, Michael Deakin and Icki Igbal. At 315t July four
members reached the end of their appointments and further news will follow regarding
their successors.

The Structure
Following a review by the Board, the management structure of LPFA has evolved to meet
the changing requirements of customers and the marketplace (see yg 2).

The emphasis is now on the two 'direct service' directorates of Investment Services and
Pensions Operations. Support is provided by a new Corporate Resources Directorate
(headed by Amanda Walker) which brings together all of the Authority's indirect
functions into one unit. It is envisaged that the new Chief Executive will take a more
'hands on' role in guiding pensions operations and to facilitate this a new Investment
Director has been recruited; Suzanne Ross, formerly Investment Manager with IBM UK,
joins the LPFA in October.

A signiycant part of the bringing together of Corporate Resources has been the

creation of a communications unit. Ewan Denny has been appointed as Marketing and
Communications manager and you can read more about his plans for keeping you up to
date on page 8.

All of these changes will make LPFA even more effective in the delivery of high quality
services to clients, employers and fund members.

The Chief Executive

After seeing LPFA through from its inception in 1989 to the position of strength it ynds
itself in today Peter Scales is retiring as Chief Executive at the end of 2006. Peter will be
succeeded by Mike Taylor who was formerly Executive Director of Resources for Surrey
County Council.

Mike is a leading industry ygure. He has been an active member of the Society of County
Treasurers where he has been secretary for the past two years. He has also been a
member of the CIPFA Pensions Panel.

Peter Scales welcomes the appointment of Michael Taylor and says that he fwill bring
with him, a considerable amount of talent and experience, and will lead the organisation
with energy and vitality.0

He adds, fil am conydent that the Board has made a good appointment and that Michael
will continue to build on the solid foundations that have been laid, to the beneyt of our
employees, employers and scheme members.o

the end of one era and the
start of another ...

Chief Executive's Mike Taylor and Peter Scales




how the money
goes round

703,160*

Fund Income
(AO0O0s)

417,420

changes in market value
of investments
investment income

. 40,170
67,426 transfers in

134,722

115,069 contributions

2004-05 2005-06

Fund Expenditure
(AOO0Os)

222,617
investment management  _ 220,217*
expenses a 585
administration expenses e

payments to and on

account of leavers

beneyts payable 163,049 B o7

2004-05 2005-06
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extracts from the pnancial report 2005-06 available from the
corporate web site at www.Ipfa.org.uk

Operational
Expenditure
7,491 (A000s) 7,333*

other

supplies and services
information technology

premises

staff

board expenses

2004-05 2005-06

Fund Membership 2004-05 2005-06
Contributors 21,448 21,037
Deferred Beneyciaries 20,173 20,853
Pensioners / Dependants 32,158 32,235

Total Fund Membership 73,800 74,125

* The 2005-06 ygures are subject to audit
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Correspondence

Deaths

Refunds

Deferred bene

Retirements

Estimates employe

Estimates employe

Transfers out

Transfers in

Admissions

Chinese / Other

London's



ow the Fund Is d@

extl
Investment R
available

New Investment Structure web site

Active sub-Fund

75% 15%

Other assets

Global equities Global bonds

30% Index tracker bespoke benchmark
70% Bespoke benchmark +1% +0.75%

Private equity
property, cash

65% 20%

Pensioner sub-Fund
15% 20% 65%
Global
equities
Index tracker

Global bonds Index-linked gilts and cash

Bespoke benchmark Passive held for redemption
+0.75%

87.5%

Fund valuation

Performance summary

as at 31t March 2006 31.03.2005 31.03.2006
Ai000s Ai000s

353,509 302,010

s 3 10 995,288 1,664,724

Year Years Years

! 862,332 -
Active sub-Fund 23.2 5.5 5.9 436,754 1,046,637
Benchmark 24.0 19.8 7.2

| 111,328 130,284
Pensioner sub-Fund 9.3 7.6 7.9 43.449 106.420
Benchmark 10.3 8.3 7.9 ’ ’

5 7,749
5 648
RPI 2.4 2.7 2.6 186,860 213,991

(broadest measure)

2,989,520 3,472,463

* The 31.03.2006 ygures are sub

a year of strong performe
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let's talk

The LPFA has enjoyed a very good
relationship with all its clients and 200+
scheme employers over the years and
as part of our drive to improve the
quality of all our operations, we have
appointed Ewan Denny as our Marketing
and Communications Manager.

Ewan is a professional marketer

and comes to us with over 20 years
marketing and communications
experience. He will lead on the

further development of our services
including the way in which the Authority
communicates with employers, local
authorities, the GLA, the media etc and
of course our 74,000+ fund members.

Ewan has already established a

Press Ofyce which seeks to raise our
public proyle and gain greater media
coverage of our work and he is currently
examining the Authorityis corporate
image and branding, and will be drafting
a new corporate communications
strategy. As part of this exercise, a new
emphasis will be placed on improving
our levels customer service and this

will include a new customer complaints
function.

Ewan Denny

Direct Line: 020 7369 6018
Email: ewan.denny@lIpfa.org.uk

Newsletters by email

As part of our continuing evolution in
communications we are preparing to
introduce newsletters via email. These
would reach you quicker and enable us to

produce more information and articles at
less cost to the pension fund.

If you would like to take advantage of
newsletters by email please register your
details at

In seeking to improve our corporate
communications, Ewanis marketing &
Communications Team will be organising
various events for employers and
scheme members. As we go to press,
the Team is busy organising a special
Employers Forum to be held in the
Chamber at the GLA on the 24th August
in order to brief employers and to get
their views on the proposals for the new
look LGPS.

The Annual Fund Members Forum is
also being organised as we go to press
and this shall take place on the 5th
September at the Queen Elizabeth 11
conference Centre in Westminster.

The Marketing and Communications
Team will also examining the whole
area of employer communications in an
effort to keep information brief, clear,
relevant and up to date. If you have
any questions or comments, the Team
would like to hear from you.

www.yourpension.org.uk/email

You can be assured that no personal
details will be included in any such
communications



a hew LGPS

The consultation paper iWhere next? -
Options for a new-look Local Government
Pension Schemeo has been circulated by

the Department of Communities and Local
Government (DCLG). This paper sets out
various proposals for creating a new-look Local
Government Pension Scheme from April 2008.
The paper focuses on four main options for a
new-look scheme.

A ynal pay based scheme with 1/80
pension and 3/80 lump sum

A ynal pay based scheme with 1/60
pension and no automatic lump sum

A scheme based on career average pay

A scheme based on career average
pay with an option to pay additional
contributions for ynal pay based beneyts

The yrst thing to note is that all the proposals
included in this document involve the retention
of a deyned beneyt salary related pension
scheme, with a beneyt structure broadly
similar to the current scheme. All of the
options include an improved fideath in serviceo
lump sum (from 2 x Final Pay to 3 x Final Pay),
and most options include increased pensions
to surviving spouseis or civil partneris following
the death of a scheme member.

The most important decision to be made is
whether to retain a ynal salary based scheme
or to move to a ficareer averageo approach.
The mechanism for a ficareer averageo scheme
is more complex than that of a fiynal payo
scheme. For example, one option discussed in
the paper is to use each year of an individualis
pay to calculate their pension, but with each
year being increased approximately in line with
average salary increases. This option would
have an fiescalation rateo of 1.65% which
effectively means it would equate to a 1/60
pension scheme. An alternative method would
be to link increases directly to retail price
index, but have a higher escalation rate of
1.85% (equivalent to approximately 1/54).

the LGPS - still depned benept, still excellent value..

These ygures are hard to compare
more familiar iynal payo approac
is believed that a ficareer average
would be fairer to the increasing
of scheme members who work pa
who remain on comparatively low
who serve only a relatively short
of membership in the Scheme. Ce
the individuals who gain most fro
salary scheme are those who are
disproportionately high pay increa
latter stages of a long period of

The other main issue raised by th
consultation document is the poss
introduction of a two tier ill healt
This could be introduced as early
2007, a year ahead of the introdu
the new look Scheme. Under the
regulations a member with at leas
months membership, suffering pe
ill health is entitled to immediate
beneyts, with membership being
for those members with yve years
membership or more. These bene
the same for an individual who i
takes up a new job elsewhere as
member who is never able to wor
The new proposals are for a wide
ill health beneyts that are able to
circumstances of individual cases

None of these changes would affe
members who leave the Local Go
Pension Scheme before April 200€&

The LPFA will be responding to thi
consultation and intends to take &
the debate about the future of the
We believe that a strong sustaina
will emerge that compares favour
most other occupational pension s

A full copy of the consultation doc
and associated documents, toget
summary of the key issues as unc
the LPFA is available on the LPFA






