




 

 

Corporate & Strategic Session 

PART A 

AGENDA 

All agenda items in this private session contain exempt information as defined 

in Paragraph 3 of Part 1 of Schedule 12A of the Local Government Act 1972. It 

has been determined that, in all the circumstances of the case, the public 

interest in maintaining the exemption outweighs the public interest in 

disclosing the information. 

 











 
 

Detail of the report 
 

Investment performance and market context 

The Committee reviewed the LPPI investment performance report and noted continued 

underperformance against the policy benchmark over the medium to long term, driven primarily by 

global equities. 

While absolute returns and the overall funding position remained strong, the Committee expressed 

concern regarding the level and concentration of relative underperformance and the implications for 

long-term outcomes. 

The discussion focused on whether this reflected short-term market conditions or more structural 

issues, including the suitability of the current investment philosophy, benchmark design and broader 

changes in market dynamics. 

The Committee also noted the increasingly challenging macroeconomic backdrop, including 

geopolitical developments in the Middle East and the potential implications for inflation, energy 

markets and broader asset prices. 

The Committee requested further analysis to better understand: 

• The robustness of the current quality-based investment approach 

• The effectiveness of implementation 

• The potential impact of structural market flows on active management 

This work will be taken forward with LPPI. 

Responsible Investment 

The Committee reviewed the Responsible Investment update and noted that current positioning and 

themes were broadly aligned with emerging industry practice.  

Discussion focused on the implications of existing exclusions, particularly in relation to energy, and 

the interaction with wider portfolio construction. 

The Committee acknowledged that current policy settings may have short-term performance 

implications but agreed that any material changes should be considered alongside the Investment 

Beliefs work and in consultation with partner funds. 

Funding Risk Management Framework 

The Committee considered proposed updates to the Funding Risk Management Framework, 

including revised funding level thresholds and contribution ranges. 

The proposed changes reflected the Fund’s improved funding position and were supported as an 

appropriate starting point, subject to further modelling. 

The Committee emphasised the importance of ensuring that the framework: 

• Supports stability in employer contributions 

• Does not lead to unintended de-risking of the portfolio 

• Aligns with future Strategic Asset Allocation decisions 

Further work will be undertaken once updated modelling is available. 
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Investment manager oversight 

The Committee received the internal audit report on LPFA’s oversight of LPPI, which received a 

green rating with no exceptions.  

The outcome provided strong assurance that current oversight arrangements are effective. 

Recommendations were limited to improving documentation and evidencing of existing processes. 

Work is underway to formalise an oversight framework, including clearer reporting of breaches and 

assurance activities. 

The Committee also noted that future AAF reporting will be presented more clearly to both the Audit 

and Risk Committee and the Investment Committee to ensure full visibility of investment-related 

matters. 

London Treasury Liquidity Fund 

The Committee reviewed the annual report for the London Treasury Liquidity Fund. 

Performance was slightly below benchmark due to asset allocation, particularly higher exposure to 

lower-yielding liquid assets. However, long-term performance remained in line with objectives. 

The Committee noted recent improvements to the investment framework, including the introduction 

of tolerance ranges and a strengthened approach to asset selection, which are expected to improve 

outcomes going forward. 

Investment Committee priorities for 2026–27 

The Committee agreed its forward priorities, which will shape its work programme over the coming 

year. 

These include: 

• Completion of Investment Beliefs 

• Strategic Asset Allocation and Strategic Currency Allocation review 

• Development of a position on multiple investment strategies 

• Targeted oversight of LPPI, particularly in relation to listed equities and portfolio transparency 

• Orphan investment strategy  

The Committee agreed not to undertake a full external oversight review of LPPI at this stage, given 

ongoing transition activity, but to focus instead on targeted areas of concern and enhanced scrutiny. 

Key themes for the Board 

The Board may wish to note the following emerging themes from the Committee’s discussions: 

• There is growing focus on the effectiveness of current equity implementation, particularly in 

global equities, including how existing structures and approaches are operating in practice, 

and whether these remain appropriate in evolving market conditions. 

• The Fund remains in a strong funding position, but further work is required to ensure that risk 

frameworks and contribution strategies remain aligned with this position 

• Responsible Investment continues to evolve, with policy direction likely to be revisited 

following completion of Investment Beliefs and engagement with partner funds 

• Oversight of LPPI remains strong, with positive audit assurance, although the Committee is 

seeking deeper insight in specific areas.  

-END- 
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Detail of the report 
 

Internal and External Audit 

The Committee reviewed the Internal Audit Annual Report, together with the GDPR Audit Report, 

the Investment Management Oversight Audit Report and the Internal Audit Status Update. 

PwC reported an overall Reasonable Assurance opinion for the 2025-26 year. This represents a 

clear improvement from the Limited Assurance opinion reported in the previous year and reflects 

progress made in strengthening financial controls, governance processes and oversight 

arrangements. 

The Committee noted the management actions agreed across the audits and the progress made in 

implementing actions from previous years. 

The Committee also reviewed the External Auditor’s Annual Report. EY confirmed that an unqualified 

audit opinion had been issued and that the Authority’s financial reporting arrangements remain 

effective.  The Committee were disappointed to note the change in Audit Partner, on which there 

had been little meaningful communication from EY. 

Finance and Treasury Management 

The Committee reviewed the Finance Report and noted a forecast operational underspend for the 

year. Officers explained that this was largely due to changes to the proposed organisational structure 

and the deferral of some recruitment and project activity while the Authority’s operating model was 

reviewed. 

The Committee requested a comparison of budgeted and actual expenditure over the previous three 

financial years to help assess the extent to which a pattern of underspending has developed and 

consider whether management are being set insufficiently challenging budgets. 

The Committee also reviewed the Treasury Management Report, which provided an update on the 

Fund’s cash flow position and liquidity arrangements. 

Members noted that the Fund continues to operate in a net drawdown position, reflecting the maturity 

of the scheme and ongoing pension payments. Officers explained that operational balances and a 

liquidity buffer are maintained to ensure benefit payments can be made when due. 

The Committee discussed how treasury reporting could be improved so that future reports clearly 

demonstrate that treasury activity is operating within the limits set out in the Treasury Management 

Policy and Strategy. 

The Committee reviewed the Treasury Management Policy and Strategy Statement, which 

establishes the framework for managing liquidity, treasury risks and short-term investments. The 

Committee was satisfied with the policy and recommends that the Board approve it. 

Governance, Risk and Compliance 

The Committee reviewed the Gifts and Hospitality Register covering quarters one to three and 

confirmed that entries had been managed in line with the Gifts and Hospitality Policy and that 

appropriate approvals had been obtained where required. 

The Committee also completed its annual review of the Audit and Risk Committee Terms of 

Reference. Minor updates were made to reflect current arrangements and no material changes to 

the Committee’s responsibilities were identified. 
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The Committee reviewed the Risk and Compliance Report, including the updated risk register. 

Members noted the revised pooling risk and discussed emerging risks linked to changes in the LGPS 

environment and the Authority’s operating model. 

The Committee also received the Compliance and Complaints update. Two breaches had been 

recorded during the period, one relating to a data issue and one relating to a regulatory matter. 

Neither breach was considered material or reportable to the regulator. 

Members also noted improvements to the complaints handling process implemented by LPPA, which 

have led to a reduction in complaint volumes and clearer escalation through the Internal Dispute 

Resolution Procedure. 

The Committee recommends that the Board review and approve the proposed new risks of which 

further information and detail can be found within the supplementary pack: 

i. Fit for the Future (LPPI Pooling)  

ii. Statement of Accounts (Late Publication)  

iii. Financial Losses  

iv. Data Breach  

Employer Management Services 

The Committee received the Employer Management Services report from the Pensions Director. 

Members noted that work on the 2025 actuarial valuation is progressing as planned. The Funding 

Strategy Statement had been approved earlier in the day and the final documentation was being 

issued to the Fund actuary to allow contribution rate reports to be prepared for employers ahead of 

the implementation date of 1 April 2026. 

The Committee also received an update on the proposed OASIS employer transfer project. 

Discussions are continuing with the employer, LPPA and Civica regarding the potential consolidation 

of the employer into a single administering authority. Updated actuarial analysis has been prepared 

to support the employer’s decision making. 

-END- 
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ARC also considered updated Financial Regulations with non-material updates, a copy of which can 

be found within the supplementary pack for information, and the timetable for the preparation and 

audit of the annual accounts. 

Recommendations 

The Board is asked to:  

1. Note the financial performance for the nine months ended 31 December 2025 and 

the update to 28 February 2026. 

2. Note the forecast outturn for 2025/26 and the main drivers of the forecast underspend. 

3. Note the updates on credit control and supplier management. 
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Detail of the Report  
 

Oversight and Governance 

Table 1 provides the details of the Oversight and Governance costs to 31 December 2025, showing 

a projected underspend of £0.73m 

Table 1 – Projected budget variance (December 2025) 
 

 

 

 

 

 

 

 

 

 

The main areas of variance are in relation to staff costs and professional fees. Budgeted costs within 

the Chief Operating Officer area have not been filled. Additionally, professional fees which were 

provided for have not been required as some projects have been paused or have been delivered in 

an alternative way. 

An updated position for the eleven months to 28 February 2026 has also been finalised and the 

forecast position is an underspend of c£1 million. 

The change in the forecast since December reflects reduced forecast expenditure on professional 

services, particularly consultancy and legal costs. 

Total expenditure rechargeable to the Pension Fund and Residual Liabilities for the year is therefore 

expected to be £9 million before the offset of other income, compared with a budget of £9.99 million. 

Pension Fund 

As at 31 December 2025 the net increase from managing the Pension Fund for the year is forecast 

to be £393.4 million, being £15.1 million below budget. 

Residual Liabilities 

Residual Liabilities are forecast to be underspent by £1.26 million by the year-end.  

Credit Control 

Total debtors as at 31 December 2025 were £6.48m, although a further overall £1.0m reduction had 

been achieved during January with debtors now standing at £5.48m. 

Supplier Management 

The total aged creditors balance outstanding as at 31 December 2025 was £43,669 (30 September 

2025 £518,000). During December 95 % of invoices were paid on time based on the invoice date. 
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Detail of the report  
 

 
1. Risk Register Updates  

A summary of the significant changes to the risk register since the last meeting are outlined below. 

Overview 

The Risk Register overview (Appendix 1) and the Risk Dashboard (Appendix 2) indicate the status 

of the registers. The overview summary is presented in a refreshed format to provide the cause, 

and the impact of the risk event and also lists the assigned mitigating controls. The inherent and 

residual ratings are provided with a change column to indicate if there has been an increased, 

decreased or no rating change since the last reporting period. 

Status 

There are a total of 42 active risks across the four registers: The current risk register has been 

reviewed with risk owners reassigned reflecting the organisational restructure. Further activity this 

quarter included: 

• 41 risks reviewed 

• 3 Risk effectiveness ratings improved 

• 69 Controls reviewed 

• 10 New controls assigned 

• 1 Control rating effectiveness deteriorated 

Emerging Risk 

Subject: Employer Challenge to the 2025 Valuation Results 

There is a risk that certain employers may dispute the 2025 actuarial valuation outcome to obtain a 

reduction in their employer contribution rates from 1 April 2026 for 3 years. Such challenges could 

take various forms including formal dispute through the Internal Dispute Resolution Procedure 

(IDRP) or legal challenge through a judicial review. There is also a risk that an employer could 

withhold payment of employer contributions from 1 April 2026, requiring the Fund to pursue debt 

action and impacting cashflow. This could be used by the employer as a mechanism to seek a 

judicial review of the valuation approach. The key risks are from the costs and disruption from any 

possible litigation, cash flow and reputational issues. 

This risk was formally identified on 16 February following recent events and communications and 

the Pensions and Risk & Compliance teams will present a proposed risk for the Committee to 

review at the Q1 2026-27 meeting.  

Proposed new risks 

Four new risks are proposed as outlined within the ARC summary paper.  

Rating changes 

The inherent rating of the Procurement Governance (formerly Adherence to Procurement Act 

(2023) risk has decreased from Extreme to Moderate. This is due to transferring the risk to an 

external procurement service provider, thus reducing the likelihood of non-compliance with the 

Procurement Act.  

Risks outside appetite 

Of the active risks, 38 (90%) are within the Optimal assigned appetite, 3 (7%) are within the 

tolerable position, and 1 (2%) is outside the tolerable position. 
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The LPFA Business Continuity Management (Non-IT) risk has a residual rating of Very Significant 

against an assigned tolerable appetite of Moderate. This is primarily owing to a lack of an updated 

business continuity plan,  and  tested recovery mechanisms. This position is expected to be 

temporary as the Business Continuity Plan is being reviewed by a contracted third party.  

Archived risks 

The Pensions Review risk is archived as it is superseded by the proposed Fit for the Future (LPPI 

Pooling) risk. 

-END- 
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Detail of the report 
 

Administration performance and service delivery 

LPPA’s administration performance for Quarter 3 was reviewed. 

A key area of focus remained the ongoing issue of late retirement processing. Late notifications from 

employers continued to be a primary driver of delays, with concern expressed that this issue had 

persisted over a number of years. 

Actions to address this were discussed, including the introduction of the online leaver form, targeted 

employer engagement and training activity. While these were noted, emphasis was placed on the 

need to demonstrate measurable improvement and sustained behavioural change among 

employers. 

It was also highlighted that performance information should be escalated appropriately within 

employer organisations to support accountability and improvement. 

Employer services and valuation activity 

An update was received on employer services activity, including progress on the 2025 valuation. 

Consultation on the Funding Strategy Statement had been completed with strong engagement from 

employers and other stakeholders. The final Funding Strategy Statement had been approved, and 

the valuation process was progressing to completion, with final outputs due to be issued to 

employers. 

Ongoing employer engagement activity was noted, including employer forums and targeted “lunch 

and learn” sessions. These were reported to be having a positive impact, particularly in increasing 

PensionPoint registrations and improving employer understanding of the scheme. 

Compliance monitoring in relation to employer contributions was also reviewed. A small number of 

late payments had been identified, none of which were materially significant, and all had been 

resolved. 

Governance and policy framework 

The annual governance update was considered, including the Terms of Reference, policy framework 

and forward plan. 

No material changes were proposed to the Terms of Reference following the annual review. 

However, a number of drafting improvements were identified, including clarification of decision-

making powers and the distinction from those of the administering authority. 

The need for ongoing training and development was also discussed, including refresher training 

aligned to The Pensions Regulator requirements. This will be taken forward through the development 

of a wider governance and training strategy. 

The wider policy framework was noted, including acknowledgement that a small number of policies 

were overdue for review, reflecting organisational changes and alignment with the valuation cycle. 
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Key themes for the LPFA Board 

The following themes emerged from the meeting: 

• There remains a persistent administration challenge in relation to late retirement processing, 

driven largely by employer behaviours. While mitigation actions are in place, delivery of 

sustained improvement will require continued focus. 

• Employer engagement activity is strengthening and is beginning to demonstrate tangible 

benefits, particularly in member engagement and data quality. 

• Governance arrangements continue to operate effectively, with ongoing refinement of 

documentation and a focus on strengthening training and development. 

-END- 
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