Myners Principles II
In October 2008 Board Members carried out a self assessment against the revised Myners Principles (which at the time were still in draft form). They assessed levels of compliance with the best practice guidelines of the new Myners principles. 

Using 10 as the highest level of compliance and 1 as the lowest, the average scores and range was as follows:

	Principle 1 ~ Effective decision making

Principle 2 ~ Clear Objectives

Principle 3 ~ Risk and liabilities

Principle 4 ~ Performance assessment

Principle 5 ~ Responsible Ownership

Principle 6 ~ Transparency and reporting


	Average score

8.14

7.57

7.29

6.29

5.86

7.00


	Range

9 - 8

9 - 5

8 - 6

8 - 4

8 - 4

9 - 4




The results showed that Members themselves felt that improvements could be made and this has resulted in a focus for the 2009 on low scoring areas – such as Responsible Ownership. Following these results a dedicated Responsible Investment Manager has been added to LPFA’s internal investment team which has gone a long way to addressing the concerns raised by Board Members at that time.

The table below is a “comply or explain” table against the revised 6 principles. This will be updated annually and included in the Statement of Investment Principles.

	Principle 1: Effective Decision-Making (Former Principles 1 and 4)

Trustees should ensure that decisions are taken by persons or organizations with the skills, knowledge, advice and resources necessary to take them effectively and monitor their implementation.

Trustees should have sufficient expertise to be able to evaluate and challenge the advice they receive, and manage conflicts of interest.

Best Principle Guidance

• The board has appropriate skills for, and is run in a way that facilitates, effective decision making.
• There are sufficient internal resources and access to external resources for trustees and boards to make effective decisions.
• It is good practice to have an investment sub-committee, to provide the appropriate focus and skills on investment decision-making.
• There is an investment business plan and progress is regularly evaluated.
• Consider remuneration of trustees.
• Pay particular attention to managing and contracting with external advisers (including advice on strategic asset allocation, investment management and actuarial issues).


	Full compliance:

LPFA’s Constitutional Document sets out the decision making process, matters reserved for Board, and the delegation to sub–committee or officers. 

This constitutional document sets out the procedures for managing conflicts of interest and Code of Practice for Board Members. Independent advisers have been appointed to Investment Committee

The recent Board Member Performance Evaluation results highlighted that the constitution is generally fit for purpose.

Results of the Board Member Self Assessment are analysed by the Chairman and a schedule of individual and collective training is implemented. A range of skills are present on all committees, to enable a range of viewpoints to be heard, rather than only having committees consisting of experts.



	Principle 2: Clear Objectives (Former Principles 2, 5 and 7)

Trustees should set out an overall investment objective(s) for the fund that takes account of the scheme’s liabilities, the strength of the sponsor covenant and the attitude to risk of both the trustees and the sponsor, and clearly communicate these to advisers and investment managers.
Best Practice Guidance

• Benchmarks and objectives are in place for the funding and investment of the scheme.
• Fund managers have clear written mandates covering scheme expectations, which include clear time horizons for performance measurement and evaluation.
• Trustees consider as appropriate, given the size of fund, a range of asset classes, active or passive management styles and the impact of investment management costs when formulating objectives and mandates.
• Consider the strength of the sponsor covenant.


	Full compliance

Clear objectives are in place on both the investment side and the pensions administration side of the authority.

Investment principles and beliefs underpin the investment strategy which takes into account the scheme’s liabilities and maturity.

Fund objectives are set out in the SIP and Investment Management Agreements are in place with all mandates. The fund is subjected to a notional split to enable different strategies to match our liability profile. A customised benchmark has been adopted based on asset/liability studies undertaken by the Fund’s actuary.

On the administration side a Strategic Policy Statement is prepared annually which sets out the three year strategic direction and medium term financial strategy of the Authority.

	Principle 3: Risk and Liabilities (Former Principle 3)

In setting and reviewing their investment strategy, trustees should take account of the form and structure of liabilities. These include the strength of the sponsor covenant, the risk of sponsor default and longevity risk.
Best Practice Guidance

• Trustees have a clear policy on willingness to accept underperformance due to market conditions.
• Trustees take into account the risks associated with their liabilities’ valuation and management.
• Trustees analyse factors affecting long-term performance and receive advice on how these impact on the scheme and its liabilities.
• Trustees have a legal requirement to establish and operate internal controls.
• Trustees consider whether the investment strategy is consistent with the scheme sponsor’s objectives and ability to pay.


	Full compliance

Following each triennial valuation Board Members assess the structure of liabilities and amend the investment strategy if necessary. Whilst the fund’s aspiration is that active Managers will outperform their benchmarks allowances must be made for periods of underperformance in the short term, while delivering good performance over the long term.

An annual review of LPFA’s internal controls is conducted during preparation of the Annual Governance Statement which features in the Annual Report and Accounts. In addition a Board driven Corporate Risk Register is reviewed quarterly.

	Principle 4: Performance Assessment (Former Principle 8)

Trustees should arrange for the formal measurement of the performance of the investments, investment managers and advisors. Trustees should also periodically make a formal policy assessment of their own effectiveness as a decision-making body and report on this to scheme members.
Best Practice Guidance

• There is a formal policy and process for assessing individual performance of trustees and managers.
• Trustees can demonstrate an effective contribution and commitment to the role (for example measured by participation at meetings).
• The chairman addresses the results of the performance evaluation.
• State how performance evaluations have been conducted.
• When selecting external advisers take into account relevant factors, including past performance and price.


	Full compliance 

Performance of the fund and fund managers is monitored quarterly by Investment Committee and all fund managers are held to account via quarterly meetings.

LPFA’s independent investment advisors are subject to an annual appraisal by the Chairman of the Investment Committee.

Board Members carryout an internally managed Board Performance Evaluation and a Board Member Self Assessment on an annual basis. The performance evaluation looks at the performance of the Board as a whole, while the self assessment concentrates on individual training needs.

Each Board Members has an annual appraisal with the Chairman of the Board where contribution to the meetings is assessed.

	Principle 5: Responsible Ownership (Former Principle 6)

Trustees should adopt, or ensure their investment managers adopt, the Institutional Shareholders’ Committee (ISC) Statement of Principles on the responsibilities of shareholders and agents. A statement of the scheme’s policy on responsible ownership should be included in the Statement of Investment Principles. Trustees should report periodically to members on the discharge of such responsibilities.

Best Practice Guidance

• Policies regarding responsible ownership are disclosed to scheme members in the annual report and accounts or in the Statement of Investment Principles.
• Trustees consider the potential for engagement to add value when formulating investment strategy and selecting investment managers.
• Trustees ensure that investment managers have an explicit strategy, setting out the circumstances in which they will intervene in a company.
• Trustees ensure that investment consultants adopt the ISC’s Statement of Practice relating to consultants.

	Full compliance.

The annual report, SIP and website include sections on the fund’s approach to responsible investment and ongoing activities in this area. 

Responsible investment issues are discussed by Board Members at each quarterly investment committee meeting, including the voting and engagement activities of appointed fund managers. 

An investment manager dedicated to responsible investment has been appointed during the year under review and will be further developing the fund’s approach in this area. 

	Principle 6: Transparency and Reporting (Former Principles 9 and 10)

Trustees should act in a transparent manner, communicating with stakeholders on issues relating to their management of investment, its governance and risks, including performance against stated objectives.

Trustees should provide regular communication to members in the form they consider most appropriate.
Best Practice Guidance:

• Reporting ensures that the scheme operates transparently and enhances accountability to scheme members and best practice provides a basis for the continuing improvement of governance standards.


	Full compliance

Details of the Fund’s Communication Policy Statement and all other reports which form the suite of annual report documentation are published on the website http://www.lpfa.org.uk/about/publications/annualreport/index.aspx
A summary annual report is sent hard copy to all members of the fund.

LPFA also holds an annual Fund Member Forum where all members have the opportunity to hold the Executive to account. Panels have been established for both fund members and employers of the fund and all Board meetings are held in public.


