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Introduction
The LPFA is a body constituted by statute as a Statutory Corporation to operate principally under a local government statutory framework related to its primary function of administering the Local Government Pensions Scheme (LGPS).  As such, LPFA must comply with legislation as applied and the statutory regulations applying to the administration of the Scheme.

As a corporate body, LPFA is influenced primarily in two ways
· guidance in regard to local authorities; and

· guidance in pension fund management.

As a service provider, LPFA must also have regard to contractual relationships and to its customers, including employers and scheme members.

Corporate governance can be described as a system by which organisations are directed and controlled. Following the Cadbury Report in 1992, and recommendations for high standards of corporate behaviour in the private sector, the Nolan principles were developed to ensure accountability in public life. 

This Local Code of Corporate Governance has been developed in line with the CIPFA (Chartered Institute of Public Finance and Accountancy) and SOLACE (The Society of Local Authority Chief Executives and Senior Managers) guidance contained in Delivering Good Governance in Local Government. 

Given LPFA’s unique status as a statutory corporation this Code endeavours to reflect the guidance and best local government practice where possible, whilst having regard to the requirements placed on pension funds to demonstrate effective scheme governance.

This document sets out LPFA’s Local Code of Corporate Governance and the process for monitoring and maintaining the Code which will assist LPFA to successfully achieve its objectives. 
The Code is reviewed annually, and monitored by the Audit Committee, prior to the inclusion of the Annual Governance Statement in the Annual Report and Accounts. In addition an annual action plan is devised to maintain best practice in corporate governance.

In relation to LPFA the Code is comprised of 6 supporting principles and is underpinned by a series of externally published documents, policies and internally documented procedures.
For further information on any of these please contact Greg Smith, Corporate Manager, on 0207 369 6058 or via email greg.smith@lpfa.org.uk .
Key Principles of Corporate Governance:

This Code sets down the fundamental principles of good governance and has been divided to reflect the 6 supporting principles of good governance as included in the CIPFA/Solace guidance. 
Good governance means
• 
focusing on the purpose of the authority and on outcomes for the community and creating and implementing a vision for the local area;
• 
members and officers working together to achieve a common purpose with clearly defined functions and roles;
• 
promoting values for the authority and demonstrating the values of good governance through upholding high standards of conduct and behaviour;
• 
taking informed and transparent decisions which are subject to effective scrutiny and managing risk;
• 
developing the capacity and capability of members and officers to be effective; and
· engaging with local people and other stakeholders to ensure robust public accountability. (It should be noted that this principle does not directly relate to the activities of LPFA.)
Applying the Six Principles:

In accordance with the CIPFA/SOLACE Guidance LPFA will strive to ensure that each of the six supporting principles of good governance are applied.
1) Focusing on the purpose of the authority and on outcomes for the community and creating and implementing a vision for the local area
The LPFA was established as a Public Body on 31st October 1989 by The Local Government Reorganisation (Pensions etc.) Order 198’ [SI 1815].  This Order transferred to the Authority with effect from 1st April 1990 all the functions, property, rights and liabilities of the London Residuary Body (LRB) in relation to the GLC Superannuation Fund, and the role of Administering Authority for the Fund within the Local Government Pension Scheme.  The Order also is the primary instrument for the LPFA’s powers and duties, which in the context of the Fund administration are very similar to those of local government authorities.

In 2000, certain responsibilities of the Secretary of State under SI No. 1815 were transferred to the Mayor of London under the provisions of the Greater London Authority Act 1999.  These changes relate to the appointment of board members, the submission of strategy and budget statements, and accounts and audit.

The principal regulations applying to the administration of the LGPS are made by the First Secretary of State under the Superannuation Act 1972 and have been amended on numerous occasions.  These regulations are the Local Government Pension Scheme Regulations 1997 and 2008 and the Local Government Pension Scheme (Management and Investment of Funds) Regulations 1998 and 2009.
LPFA has obtained legal advice in regard to its responsibilities relating to the pension fund, budgeting and the making of a levy, and on general law and legal action.  These statements of advice support the statutory constitution and are reviewed over time.
The Authority’s mission statement, aims and objectives, key programmes and key performance indicators are contained within a Strategic Policy Statement and presented to Mayor of London annually. This sets out the direction of the LPFA following discussions by Board Members at a strategy away-day. http://www.lpfa.org.uk/about/publications/index.aspx
In recent years a medium term financial strategy has been included, setting out LPFA’s budgetary requirements for the coming three years. 

Regular monitoring reports are discussed at Performance and Administration Committee and available to GLA staff.  The LPFA will publish an Annual Report each year, available to all via the corporate website, presenting an objective and understandable account of the Authority’s achievements, financial position and performance. In addition internal benchmarking had been carried out against the Use of Resources (UoR) standard, with an action plan developed, and the position will be monitored to identify what will replace this going forward.
Whilst the community aspects of this principle do not apply to LPFA in the same way as they would to a local authority, LPFA focuses on its own community through a targeted approach to service delivery and accountability to the Fund membership and other stakeholders. In carrying out both its investment and business operational activities, LPFA is conscious of the potential impact on the environment, and to that end has established a Corporate Social Responsibility strategic objective.  This aims to manage the business processes to produce an overall positive impact on stakeholders and society.

The LPFA has in place arrangements designed to encourage the membership to engage with, contribute to and participate in the activities of the Authority.  This is generally via newsletters, questionnaires, panels, forums and public Board meetings.

2) Members and officers working together to achieve a common purpose with clearly defined functions and roles

Board appointments and responsibilities

Appointments to the Board are the responsibility of the Mayor in accordance with the provisions of SI No. 1815 which require there to be between seven and eleven members, of which one half, excluding the chairman, are to be appointed following consultation with representatives of local government in London.  The Mayor may also appoint a deputy chairman.

The appointment process is operated by the GLA, and is by open advertisement and subject to independent scrutiny.  The terms and conditions of appointment are set out in a formal letter which includes the length of appointment, remuneration, and details of the role and responsibilities of members.

Each member is required by LPFA to complete a competency statement outlining their skills and experience relevant to the appointment, and to undergo regular training.

A Constitutional Document clearly defines the functions of the roles of both the officers and Board members via
· matters reserved for Board; 
· committee terms of reference;
· delegated authority to officers; and
· the Authority’s Code of Best Practice (defining the respective roles and responsibilities of the members and officers of the Authority)

http://www.lpfa.org.uk/about/board/
In addition, Principal Officer responsibilities and powers are regularly reviewed by the Monitoring Officer and distributed to those occupying these positions. The Monitoring Officer is responsible for monitoring compliance.
The s151 Officer is charged with monitoring financial processes, liaison with external and internal audit and maintains links with the Society of London Treasurers (SLT).
3) Promoting values for the authority and demonstrating the values of good governance through upholding high standards of conduct and behaviour
LPFA has effective arrangements to ensure compliance with all applicable statutes and regulations, and other relevant statements or guidance on best practice.

LPFA aims to comply with the highest standards of corporate governance applicable which are reflected in this framework approved by the Board and published.

Formal codes of conduct are in place which define the standards of personal behaviour to which individual Board Members and all employees are required to subscribe.

LPFA employees are all required to comply with a series of codes of practice in relation to the standards they should uphold in their daily work activities, and these are contained within a Governance Handbook which is published to all staff via the intranet.
LPFA’s constitutional document sets out the following codes of conduct. Under LPFA’s standing orders members and officers are asked to disclose any personal or prejudicial interests.

Code of best practice for Members 

The Code is enforced under the Authority’s power of self regulation and sets out the rules relating to disclosure of personal interests and related party transactions. It incorporates the seven Nolan principles of conduct and is further underpinned by Local Guidance on Gifts and Hospitality of Board Members.

Code of Conduct for Staff

This code is similar to that for Members, incorporating the principles of conduct underpinning public life.  Staff are required to carry out their work in accordance with a number of formal codes of practice and standing orders as approved by the Board.  Where so designated, failure to comply with these codes may invoke disciplinary action.

Irregular conduct in the workplace
This code of practice describes the procedures for reporting fraud and irregular conduct, and provides protection for “whistleblowers”. 
Disciplinary and grievance procedures
Staff terms and conditions include the procedures in place for disciplinary action and for lodging grievances, involving independent review and appeal.

The registers of interests declared by Board members and employees are available for public inspection and are reviewed regularly by the Audit Committee.

Redress

The LPFA operates a customer complaints procedure which is publicly advertised to all scheme members. http://www.lpfa.org.uk/about/contacts.aspx
The LGPS administration is also subject to a regulatory Internal Disputes Resolution Procedure and the The Pensions Advisory Service (TPAS) can help any member in seeking redress.

These procedures are open to high level independent review, as relevant, by TPAS, the Pensions Ombudsman, and the Local Government Ombudsman.
The Authority is not covered by Part 3 of the Local Government Act 2000 and so does not have to establish a Standards Committee, and does not have the statutory powers of enforcement available to local authorities. However, the codes of conduct above will be enforced by the Board under the Authority’s power of self-regulation and by recommendation to the Mayor of London where the Board is of the opinion that a member of the Board is no longer suitable to continue as a Board member.

4) Taking informed and transparent decisions which are subject to effective scrutiny and managing risk

Conduct of Board business

LPFA Standing Orders, which are similar to those found in all local authorities, prescribe all activities relating to the conduct of Board business.  These Standing Orders represent the fundamental underpin of corporate governance and may only be amended by formal approval of the Board.

The Board may set up standing committees to consider more detailed aspects of the business.  There are formal terms of reference and key responsibilities defined for these committees, but there is no delegation of executive powers outside the specific terms of reference.

The current committees are:

· Investment Committee;
· Audit Committee;
· Performance and Administration Committee; and
· Remuneration Committee.
The Board has appointed two investment advisers and an advising actuary to attend meetings and advise members, but they do not bear any statutory responsibilities or have a vote.  The Board has also now appointed an independent member to the Audit Committee.
The principal officers of the LPFA have certain statutory and formal responsibilities which are described in a formal statement.

Executive powers are delegated to the Chief Executive under a scheme of delegation which sets the parameters within which the officers can implement Board decisions and operate the day-to-day business of LPFA. In addition a number of powers are reserved as matters to be purely considered by Board.
Meetings of the Board are held five times a year and committee meetings at least three times a year.

Board as an employer

LPFA, like all boards, has certain moral and legal responsibilities to those who work for it and a duty to develop the skills, experience and potential of those individuals to further the objectives of the organisation.  

The Board as an employer is responsible for ensuring that the organisation:

· complies with employment law;
· avoids discrimination of any kind against potential or actual employees;
· has a statement of terms and conditions of employment and clear policies on a wide range of human resource management issues such as promotion, disciplinary and grievance procedures and staff development; and
· observes health and safety requirements.
The Board will be responsible for the recruitment of the Chief Executive and senior employee succession.  Any Board Member taking part in such a recruitment exercise will need to be familiar with employment legislation and any codes of best practice in relation to equal opportunities issues, and should receive training in recruitment and selection before serving in that capacity.

Risk Management

Risk management is a Board driven process, with Board members holding an annual session to assist with the identification of high level risks. These are identified, along with appropriate control measures, in the Corporate Risk Register which is a public document available on the website. 

Audit Committee has responsibility for monitoring the implementation of the control measures, which it does at each meeting. These processes are monitored by both Internal and External Audit on behalf of the Audit Committee as part of the overall internal control framework, and support the Annual Governance Statement which is published in the Statement of Accounts.

Sitting underneath the Corporate Risk Register are team risk registers which manage risks on a localised scale. Teams review these at least every six months and all staff receive an annual risk identification session, which links risk management to the achievement of the strategic objectives. There is a comprehensive set of Financial Regulations provided to all staff.  

Risks are also assessed during projects and programmes, following the PRINCE2 methodology.

Fraud and irregularity

Through a code of practice on Irregular Conduct in the Workplace, LPFA operates a policy on fraud awareness and irregularity, including independent reporting arrangements. A Fraud Control Framework is in place which serves to increase awareness amongst stakeholders of actions taken to mitigate the risk of fraud. This also includes an action plan specifically relating to raising awareness amongst staff.
Internal and external audit

An external provider, currently PricewaterhouseCoopers, has been appointed following a public tender process to provide internal audit services within the organisation, both as a tool of management and with direct reporting to the Audit Committee.  

The District Auditor has been appointed by the Audit Commission to provide external audit services and there is close liaison with the internal auditor.

Role of Audit Committee in review

The Audit Committee is responsible for reviewing internal and external financial statements, and for monitoring the effectiveness of internal control arrangements. Both internal and external auditors report to the Audit Committee and have direct access to the Chairman of the Committee if required.

Budget setting process

There is a formal process and timetable set internally for determination of the annual budget requirements.  The draft budget is reported to the Board for approval prior to submission to the Mayor by 31st December.  The submission is also circulated to London boroughs for information and comment on the levy

implications.  Any comments received from the Mayor by 31st January are considered by the Board, when it approves the final budget, in early February. The annual levy must be set by 14th February.  The final budget is published when the levy notices are issued to each borough.
Strategic Policy Statement
The draft Strategic Policy Statement for the coming three-year period is approved by the Board for submission to the Mayor by 31st December and also for circulation to London boroughs.  Any changes arising from this consultation process are incorporated into the final Plan before it is published.

The key actions set out in the Strategic Policy Statement are monitored on a quarterly basis by the Performance and Administration Committee and reported to the Board to consider progress and any remedial action.  A copy of the monitoring report is sent to the Mayor.

An annual performance report is published as part of the annual report and accounts documentation.

Annual report and accounts

There is a statutory requirement for the LPFA to prepare an annual statement of accounts for public inspection and audit.  LPFA also produces a summary annual report of its activities which is circulated to all scheme members.

The full documentation of the annual report and accounts is published on the LPFA web site.

5) Developing the capacity and capability of members and officers to be effective
Board Member Training and Induction

The Board meets five times a year with all committees meeting at least three times a year. The Terms of Reference of each committee are set out in the Constitutional Document which includes details of committee membership, arrangements for meetings, specific duties of the committee and any powers delegated to each committee by the Board.

Following specific Board meetings, time is set aside for training and familiarisation - this tends to be a formal presentation from a Fund Manager, Officers, or the Fund’s Actuary on a specific topic relevant to all Board Members. At the end of each calendar year, LPFA’s Chairman meets with Board Members individually after they have completed a Self-Assessment Form to identify their strengths and weaknesses against an in-house skills matrix. The Chairman also sets objectives for the following year for members where this is required. 

The Chairman and Chief Executive then agree the Programme of Collective and Individual Training, informing each member accordingly. 
New Board Members complete a Self-Assessment Form as part of their induction process which is laid down in the Constitutional Document. All members receive their own copy of the Constitutional Document which sets out internal governance arrangements, standing orders, matters reserved for Board, terms of reference of the committees, and Code of Conduct for members. As part of the induction, members are given a schedule of relevant national conferences which they are encouraged to attend. Members are also required to spend time with LPFA Officers in the early months of their appointment to develop relationships and understand
basic operational processes. 

Because of LPFA’s unique status, members of the Investment Committee are experts in the field of investment and related matters but they will participate in the collective training programme. Wherever possible, LPFA makes use of its in-house staff, investment advisors, fund managers, and the fund’s actuary to conduct the training.

All Board Members, in addition, attend an annual Board Member Away-Day where current challenges to the Authority are discussed and future strategy developed. These events are off-site and involve external speakers relevant to the topic to be discussed. Any decisions taken at the Away-Day are ratified by Board at its next meeting.

Staffing and administration

The staffing structure comprises two distinct management levels, with some sub-levels to facilitate team working and supervisory requirements. New career structures have been recently created following the 2009 organisational restructure. This has increased career progression opportunities and brought new ideas to the fore.
Policy communication is effected through a series of regular meetings at Corporate Management Team, Manager and Team level. Team meetings are an essential part of the upward flow of communication and feedback to the Directors.
Staff are represented by a recognised union, Unite, through appointed representatives and there are regular meetings with management under a formal recognition agreement.  Staff are also informed on a quarterly basis by Staff Forums, and LPFA operates an “open door” policy towards staff relations.

Performance management operates under an agreed process and comprehensive framework of six-monthly appraisals, which are independently monitored and recorded.  This is a two-way process and both the individual and the manager are required to comment and sign the appraisal report.

LPFA operates an in-house continuous training and development programme, complemented by external courses, and has achieved the Investors in People standard. Managerial training is provided to complement the implementation of the Managers’ Handbook, and key aspects of the Staff Handbook are regularly highlighted to staff via news bulletins. An Organisational Development Training Plan is in place.
Administration is supported by a series of internal codes of practice approved by the Board, some of which are subject to disciplinary action on default, and by detailed procedure notes and computerised systems.

6) Engaging with local people and other stakeholders to ensure robust public accountability

LPFA has established clear channels of communication with all stakeholders on its strategic aims, objectives and performance, with procedures in place to monitor effectiveness. A Communication Policy Statement is available on the website and our stakeholders include fund members, employers, government, Communities and Local Government, taxpayers, and industry influencers such as NAPF.
Board Member appointments are made by the Mayor of London under an open and transparent process operated by the Greater London Authority (GLA).  LPFA makes available publicly the names and relevant interests of its Board Members.

LPFA publishes a series of statutory and other documents on its website, to stakeholders in full or summarised form.
Public Board meetings and other open meetings are held both for members of the scheme and for employers.

External review

LPFA is subject to external audit by auditors appointed by the Audit Commission to ensure that public funds are properly safeguarded and accounted for and are used economically, efficiently and effectively, in accordance with the statutory and regulatory requirements.

LPFA’s activities are reviewed by the Mayor and GLA officers and could be subject to inspection by Parliamentary select committee.

In certain circumstances as specified in the Pensions Act, LPFA can be subject to investigation and possible sanction by the Occupational Pensions Regulatory Authority.

Annual Review and Reporting
Each year LPFA carries out a review of its governance arrangements to ensure compliance with this Code, the delivery of good governance within the local government framework and current good practice. 
The purpose of the review is to provide assurance that governance arrangements are adequate and operating effectively, or to identify action which is needed to ensure effective governance in the future.

The outcome of the review takes the form of an Annual Governance Statement prepared on behalf of the Chief Executive. 
The preparation and publication of the Annual Governance Statement meets the statutory requirement of the Accounts and Audit Regulations which requires LPFA to “conduct a review at least once in a year of the effectiveness of its system of internal control” and to prepare a statement on internal control “in accordance with proper practices”. 
Principal Officers are given responsibility for:
· overseeing the implementation and monitoring the operation of the Code; 
· reviewing the operation of the Code in practice on an annual basis; 
· reporting annually to Audit Committee on compliance with the Code and any changes that may be necessary to maintain it and ensure its effectiveness in practice; and 
· preparing an Annual Governance Statement and action plan to be made available annually. 

Public Policy Statements
The following statements of policy are an integral part of the Code of Corporate Governance.  They are either a statutory requirement or comply with best practice.  Publication is made primarily on the website (at the address below) and availability is advertised in published documents.
http://www.lpfa.org.uk/about/publications/publicpolicy/index.aspx
The key documents include
· Statement of Investment Principles;
· Funding Strategy Statement;
· LGPS Governance Policy Statement;
· Exercise of Discretions under LGPS;
· Communications Policy Statement;
· Fraud Control Framework;
· Corporate Equalities Plan;
· Environmental Plan;
· Health & Safety;
· Freedom of Information Scheme;
· Independent Dispute Resolution Procedure; and
· Complaints Handling.
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