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EXECUTIVE OVERVIEW

Welcome to the Pension Fund Annual Report for 2023/24.

Councillor Khan
Chair of the Pension Fund Committee

In my first report in the 2021/22 Annual Report, | expressed the challenges that lay ahead as the
markets were reeling from the invasion of Ukraine by Russia and there were concerns over potential
global recession. Sadly, the war in Ukraine continues with little sign of it ending soon either. The
global markets have faced challenging and uncertain times with the situation in Gaza, not to
mention forth-coming elections both here and in the US and now France has announced a snap
election. So, | suspect 2024/25 will be an interesting year in many different ways.

Despite all the gloomy news there was some good news. There have been indications that interest
rates will start to fall not just in the UK but globally, in fact the US has already seen some reduction
with further cuts anticipated. Obviously, the cut in interest rate is not good news for savers, but it
is perhaps an indication that inflation is coming down which may alleviate some pressure on the
cost-of-living crisis.

Following the positive outcome of the 2022 Valuation, my colleagues and | on the Pension Fund
Committee agreed to a new investment strategy in 2023/24 in consultation with our Investment
Advisers. This new strategy resulted in the disinvestment from the Diversified Growth Fund and
moved the fund'’s assets into income generating bond portfolios that should also reduce the risk.
As part of the changes, we made a commitment to invest 5% of the fund in UK Housing. This is in
part due to our desire to retain our commitment to invest in the UK but also to help with providing
for the need of good quality homes. Also, as part of our aim to reduce the pension fund'’s carbon
footprint we increased the allocation of the fund in the Low Carbon equity fund to 20%.

| remain of the view that climate change is one of the biggest challenges facing the world which
has resulted in organisations and individuals looking at ways to reduce their impact on the
environment. | am aware that the London CIV is looking to offer a Natural Capital investment
product in the near future, so we will be watching this develop to see what opportunities this
product may give the Fund.

The Redbridge Pension Fund continues to be a member of the Local Authority Pension Fund Forum
(LAPFF). This Forum works alongside other organisations to tackle, amongst other things, climate
change by encouraging companies to bring about positive changes to their working practices. The
Committee receives regular updates on the activities of the LAPFF and | hope that as investors we
are able to continue to use our influence to make change happen.

More details of the activities of the Committee can be found on pages 9 and 10.



MANAGEMENT STRUCTURE

The London Borough of Redbridge Pension Fund is part of the Local Government Pension Scheme
(LGPS). The LGPS is governed by statute and is kept under review by the Department for Levelling
Up Housing and Communities (DLUHC).

The London Borough of Redbridge is the Administering Authority for the London Borough of
Redbridge Pension Fund. The Council has set up the Pension Fund Committee to oversee the
management of the Fund. The Pension Fund Committee consists of five Councillors who are
appointed by the Council on an annual basis.

In accordance with the Council’'s Constitution, and the Local Government Pension Scheme
Regulations, the responsibility for the management and investment of the Pension Fund is
delegated to the Pension Fund Committee. During 2023/24 the Members of the Committee were:

ClIr. T. Khan (Chair)

ClIr. S. Qayum Hussain (Vice Chair)
Cllr.S. Islam

ClIr. B. Chattaway

Cllr. P. Canal

Other Professional Advisers and service providers

Actuary
Hymans Robertson

Investment Consultant
Mercer Ltd.

Pool Operator
London Collective Investment Vehicle (LCIV)

Investment Managers - Direct
Schroder Investment Management

Investment Managers via the LCIV
Baillie Gifford
Legal & General Investment Management Ltd
Stepstone
Aviva
Insight
CQS & Pimco
CBRE & Octopus

AVC Providers
Clerical Medical
Utmost Pensions (formerly Equitable Life)
Standard Life

Custodian
Northern Trust



Auditors
EY LLP

Performance Measurement
Northern Trust

Solicitors
In House and Eversheds

Scheme Administrators
In House

Pension Fund Bankers
National Westminster Bank plc

Shareholder Services
Institutional Protection Services

Subscribers to:

Local Authority Pension Fund Forum (LAPFF)

Pensions and Lifetime Savings Association (PLSA)



CONTACT DETAILS

Registered Address

Pension Enquiries

Investments Enquiries

Corporate Director of Resources
London Borough of Redbridge
Lynton House

255 - 259 High Road

lIford

Essex

IG1 1NN

Maureen Jones

pensions(lgps)admin@redbridge.gov.uk
020 8708 3236

corporate.accounting@redbridge.gov.uk

Redbridge Pension Fund Website:

https://www.redbridge.gov.uk/pensions/
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SCHEME FEATURES

The Local Government Pension Scheme (LGPS) was established in accordance with statute to
provide death and retirement benefits to all eligible employees and their dependents. Eligible
employees are mainly local government staff, except teachers who have separate pension
arrangements, and a number of other bodies as permitted by Local Government Pension
Scheme Regulations.

From 1 April 2014, the scheme changed from a final salary basis to a Career Average Revalued
Earnings basis.

Table 1 - LGPS Features to 31 March 2024

Eligibility - Employees with a contract of 3 months and more and Casual employees who
elect to join.

Member
Contribution

Ranging from 5.5% - 12.5% depending on salary.

Normal Retirement e Equal to individual member’s State Pension.
Age
Early Retirement ¢ Immediate payment of unreduced benefits on

efficiency/redundancy grounds from the age of 55;

e Voluntary retirement from age 55 with reductions for early
payment including deferred into payment without employers’
consent needed.

e Flexible retirement with employer consent from the age of 55
reduced as appropriate

lll Health Retirement | o A three-tier ill-health arrangement has been introduced that pays
benefits to members based on the member’s prospect of returning
to gainful employment.

e Tier 1 — Immediate payment with service enhanced to Normal
Pension Age;

e Tier 2 - Immediate payment with service enhancements of 25% of
service to Normal Pension Age;

e Tier 3 - Temporary payment of pension for up to 3 years.

Pensions e 1/49" of salary for each year of membership from 01/04/2014;

e Or 1/98™ of salary for each year of membership from 01/04/2014 for
those members electing to move to the 50/50 section of the scheme;

e Service between 01/04/2008 and 31/03/2014 will be calculated at
1/60%




Service prior to 01/04/2008 will be calculated at 1/80™ plus lump
sum of 3/80"

Tax Free Lump Sum

Lump sum by commutation at the rate of £1 annual pension for
£12 lump sum, up to HMRC limit of 25% of capital value subject to
an overall maximum of £268,275 from all pension schemes
excluding state pension.

Death in Service

Lump sum of three times assumed pensionable pay at date of
death.

Death Benefits after
retirement

Death on pension lump sum of ten times pension less pension
already paid providing age is not 75 or over at the date of death.

Dependents Benefits

Long-long pension benefits payable to the member’s spouse, civil
partner, or nominated co-habiting partner subject to certain
conditions.

Long-term children’s pension payable to age 18 or age 23 if still in
full-time education or vocational training.

Period in which
members can cancel
membership and
reclaim contributions

Members can terminate their membership of the pension scheme
and reclaim the contributions paid up to 2 years after joining,
provided they do have not any other LGPS benefits.

The employee rate bandings are based on actual pensionable pay including non-contractual overtime. The
table below provides details of the bandings which have been effective since1 April 2023 and are reviewed

annually.

Pay Bands Contribution Rate
Up to £16,500 5.5%
£16,501 - £25,900 5.8%
£25,901 - £42,100 6.5%
£42,101 - £53,300 6.8%
£53,301 - £74,700 8.5%
£74,701 - £105,900 9.9%
£105,901 - £124,800 10.5%
£124,801-£187,200 11.4%
More than £187,200 12.5%




GOVERNANCE




GOVERNANCE STRUCTURE

Investment Powers and Duties:

The Local Government Pension Scheme Regulations require the London Borough of Redbridge,
as the administering authority, to invest any monies not immediately required to pay pensions
and other benefits. This legislation also governs the way investments are made and controlled.

Pension Fund Committee:

The London Borough of Redbridge Pension Fund Committee, comprising of five councillors,
meet at least four times a year to monitor the performance of the fund and the various fund
managers, to approve the annual business plan and the annual report, to review and approve
the Investment Strategy Statement and to review the investment strategy. The Pension Fund
Committee will also be informed of the actuarial valuation of the Fund and keeps the
governance and administration arrangements under review. As part of the requirements to
ensure that Councillors’” knowledge is kept up to date, the Pension Fund Committee receives
training from various professional advisers on topical issues. The Members of the Committee
have full voting rights.

Pension Fund Committee Members as at 31 March 2024

(A 1/

Py

CouncillorKhan  Councillor Qayum Councillorislam Councillor Chattaway Councillor Canal

rL-I

Labour Labour Labour Labour Conservative

(Chair) (Vice Chair)
Substitute Members: Councillors Rahman, Brar and Hussain.

Meetings - The Pension Fund Committee held five meetings during 2023/24 for Pension Fund
matters. The table overleaf shows the attendance at the meetings by the Committee members:



Table 2 - Attendance at Committee Meetings

Councillor Number of | Meetings
Meetings Attended
Councillor Khan 5 5

Councillor Qayum
Councillor S Islam
Councillor Chattaway
Councillor Canal
Substitute Councillors

5
4
5

(G2 RRC, REC, R, REV, |

Conflicts of Interest — The Council has in place a “Members’ Code of Conduct” which Councillors
are required to comply with. At each Committee Meeting, Members are required to disclose any
declarable pecuniary or personal interest in an agenda item and if such a declaration is made,
then the Member is not permitted to take part in the debate on that specific agenda item.

Training - The Committee’s Annual Business Plan includes a training plan to ensure that
Members continue to develop their knowledge and skills to ensure compliance with best
practice.

The Committee participated in a series of training events which coincided with the Committee
Meetings. The topics of the training sessions covered during 2023/24 were as follows:

Understanding the Fund's various Policy Statements

Understanding the roles of the various parties involved with the Pension Fund.
Understanding the investment strategy

Different styles of managing bond investments.

In addition, Members of the Committee and the Local Pension Board have participated in in-
house training as well as attending external seminars.

Governance Compliance Statement (GCS)

The Regulations require the Council, as the Administering Authority for the Pension Fund, to
publish details of their governance and stewardship arrangements. The statement must include
the extent of the Authority’s compliance against a set of principles issued in guidance from the
Department for Levelling Up, Housing & Communities (DLUHC), and reasons for not doing so.
The GCS is published on the Council's website - https://www.redbridge.gov.uk/about-the-
council/our-finance-services/

Local Pension Board

The Local Pension Board, comprising of two employee member representatives, two employer
member representatives and an independent Chair, has held four meetings this year and during
these meetings they have reviewed the Pension Fund Annual Report & Accounts, the policy for
dealing with breaches of the Regulations, Internal Controls Guidance and the Management of
Risk. The Local Pension Board has also monitored the performance of the Fund’s Investment, and
the Pension Administration Function’s Performance Indicators. The Board also received updates
on topical information.
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Representatives of the Local Pension Board have attended a number of Pension Fund Committee
meetings. Any recommendations made by the Pension Fund Committee can be reviewed by
the Local Pension Board to ensure that the Fund is managed in compliance with regulations and
adopts best practice where possible.

Investment Administration

The Corporate Director of Resources monitors the pension fund investments and manager
performance and prepares reports in relation to this activity for the Pension Fund Committee.
Senior Officers within the Council also meet with the fund managers periodically to review the
performance of the portfolios and consider other topical issues.

The Corporate Director of Resources, in consultation with the Operational Director of Finance, is
responsible for ensuring that any surplus cash is invested to obtain the best possible return
within the agreed investment strategy.

Investment Management

The management of the Fund’s assets is determined by the Local Government Pension Scheme
(Management and Investment of Funds) Regulations 2016. The Regulations enable authorities
to appoint investment managers to manage and invest Pension Fund monies on their behalf,
subject to being satisfied with their experience, competence, risk management controls and
appropriate arrangements for monitoring performance. The Regulations governing the Pension
Fund require the Fund to publish an Investment Strategy Statement (ISS) setting out the main
parameters and responsibilities for the management of the Fund. The Regulations also require
the ISS to include details of the Fund’s approach to pooling its investments. The statement
includes details of the proposed asset allocation, restrictions on investment types, the type of
investment management used, the investment risk and performance monitoring. It also sets out
the Fund’s approach to responsible investment and corporate governance issues. The ISS is
published on the Council's website - https://www.redbridge.gov.uk/about-the-council/our-
finance-services/

The Fund’s investment strategy is reviewed by the Pension Fund Committee periodically to
ensure that it remains fit for purpose. The strategic asset allocation and mandates for the fund
managers are set out within the section entitled Investments in Table 3.
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The Pension Fund Committee has implemented an investment strategy

The Pension Fund Committee has implemented a strategy with the aim to produce good
investment returns so that the Fund remains affordable whilst also looking to reduce its carbon
footprint. The strategy, also, continues to increase its’ investment via the London CIV as required
by Central Government. In the table below is set out the Asset Allocation for the Fund.

Table 3 Strategic asset allocation on 31 March 2024

Manager Strategic Actual Mandate Target
Proportion Allocation
% %

Direct Investment

Mandates

Schroders 5.00 4.59 | Emerging To out-perform the MSCI Emerging Markets index by 3%

(Equities) Markets
Equities

Schroders 7.50 6.65 | Property Outperform the IPD All Balanced Property Fund Index by 1%

(Property)

Cash - 0.57 | Cash To outperform overnight SONIA

TOTAL 12.50 11.81

Investments

through London

Clv

Legal & General 5.00 16.74 | Global Track the FTSE All-Share
Equities

Legal & General 20.00 21.68 | Global To perform in line with the MSCI Low Carbon Target Index
Equities -
Low Carbon

Legal & General 7.50 5.72 | Index Linked | To perform in line with the FTSE UK Index Linked Index
Gilts

Insight Ltd 10.00 9.41 | Buy & To achieve a return in line with the iBoxx £ Collaterlized & Corporates
Maintain 10+ index
Long Dated
Bonds

CQS & Pimco 7.50 7.07 | Multi-Asset To achieve an absolute return of 4.5% above SONIA (30 day
Credit Bonds | compounded) rate

Baillie Gifford 15.00 15.64 | Global To out-perform the MSCI AC World Index by 3%
Equities

CRBE/Octopus 5.00 0.02 | UK Housing To target a return of between 5% & 7%
Fund

Aviva 7.50 5.60 | Real Estate Net income distribution of 3% per annum
Long Income

Stepstone 10.00 6.31 | Infrastructure | Net return of 8% per annum

TOTAL 87.50 88.19

-MSCI - Morgan Stanley Capital International

In addition to these mandates, the Council invests residual cash balances that are held on behalf
of the Pension Fund, prior to being used to pay pension benefits. The investment strategy
incorporates a 5% flexibility variance between the strategic allocation and the actual allocation
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to allow for fluctuations in market conditions. Chart 1 below compares the strategic allocation
with the actual allocation at year end.
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In 2023/24 the Pension Fund Committee approved a change in the investment Strategy which included a change
in the overall strategic asset allocation to 75% in growth type assets and 25% in defensive type assets as set out in
the ISS. The revised strategy seeks to reduce the risk to the Fund by moving into bond mandates and a
commitment to investing in UK Housing. The value of the Fund on 31 March 2024 was £1,031.910m and Chart 2
shows how the Pension Fund has been invested between the various types of investment mandate.

Chart 2 - The Distribution of Assets by Market Value

Real Estate Long Income  Market Value
6%

Commerical
Property Infrastructure  pqgleq UK Equity Unit

6% Trusts

Multi-Asset Credit Bonds
7%

Pooled Overseas Equity
Unit Trusts
7%

Buy & Maintain Bonds
0,

9% Pooled Low Carbon
Equity Fund
22%
Pooled Index Linked Gilts
6%

Pooled Global Equity

Pooled Emerging 16%
Markets Equity Fund
5%
BPooled UK Equity Unit Trusts BPooled Overseas Equity Unit Trusts OPooled Low Carbon Equity Fund
OPooled Global Equity @ Pooled Emerging Markets Equity Fund O Pooled Index Linked Gilts
BBuy & Maintain Bonds @ Multi-Asset Credit Bonds O UK Housing
BCommerical Property BReal Estate Long Income DOlnfrastructure
OCash
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Whilst diversifying the Fund’s investments across a range of investment portfolios to reduce the risk to the Fund,
the Pension Fund Committee remains committed to investing in the UK. This is demonstrated in the table 4 below.

Table 4 - Distribution of Assets between UK and Overseas Investments

Pooled / UK Overseas
Investment Outside Type £000 £000
Global Alpha Equity Pooled Equity - 161,422
Buy & Maintain Long Dated Bond Fund Pooled Fixed Income 45,943 51,188
Multi Asset Credit Fund Pooled Fixed Income 9,044 63,889
UK Housing Fund Pooled Private Markets 159 -
Infrastructure Fund Pooled Private Markets 65,150 -
Real Estate Long Income Fund Pooled Private Markets 57,823 -

178,119 276,499

UK Index Equity Fund Linked Equity 95,080 -
All-World Ex UK Equity Fund Linked Equity - 77,622
Low Carbon Equity Fund Linked Equity 8,052 215,612
Index Linked Fund Linked Fixed Income 59,023 -

162,155 293,234

LCIV Pool Not Pooled Private Markets 150 -
Emerging Market Equity Fund Not Pooled Equity - 47,401
Property Fund Not Pooled Property 68,641 -

68,791 47,401

TOTAL 409,065 617,134

Percentage of the Funds' Assets between UK and Overseas 40% 60%

“Linked” means that these assets are under pool management.

The exposure to the UK will increase over time as the investment to the UK Housing Fund increases and the
investment in the All-World ex UK Equity Fund decreases in line with the strategy.

Performance of the Fund against the Funds strategic benchmarks is measured by the Northern Trust Company.
Chart 3 overleaf provides details of the Fund’s annual performance returns for the past five years.
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Chart 3 - Annual investment return of the Fund relative to the combined benchmarks.
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The Fund’s aim is to balance the minimisation of risk with the achievement of the Fund’s
investment objectives.

Post Pool Reporting

In accordance with Regulations the London Borough of Redbridge is a member of the London
CIV and in November 2016 made the first investment through LCIV with the appointment of
Baillie Gifford for the global equity mandate. Currently the investment strategy has an allocation
of 87.5% of the Fund invested via the LCIV. To determine value for money Table 5 below shows
the costs paid to the LCIV together with the estimated savings achieved from reduced investment
manager fees.

Table 5 - Estimated Value for Money from Pooling

Prior to Cumulative

2019/20 2020/21 2021/22 2022/23 2023/24 Costs
£m £fm £fm £m £m £m
Service Charge 0.150 0.025 0.025 0.025 0.025 0.250
Development Fees 0.090 0.085 0.085 0.085 0.076 0.421
Savings (0.370) (0.144) (0.222) (0.185) (0.254) (1.176)
TOTAL (0.180) (0.034) (0.112) (0.075) (0.153) (0.555)
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Corporate Governance and Responsible Investing

The Fund recognises its responsibility to ensure the highest standards of governance and
promoting corporate governance within the companies in which it invests. The Fund believes
that the potential for stronger investment returns is more likely to be achieved from businesses
that operate to high standards of corporate governance along with environmental and social
best practice.

The Fund does not impose an exclusion policy against specific companies or sectors. The Fund
is of the view that exclusion deprives investors of the leverage to influence companies to change,
and that by doing so, could potentially reduce holdings in companies that are building significant
portfolios of renewable energy assets, or in companies with strong energy transition plans. The
Pension Fund, however, has increased its investment in the Low Carbon Equity Fund to 20% of
the Fund as the Committee seeks to reduce the carbon footprint of the Fund.

Following the results of the 2022 Valuation, the Pension Fund has undertaken a review of its
investment strategy that includes a plan to reduce its carbon footprint to zero within a timescale
that is not only achievable but also affordable.

The Pension Fund has instructed its Fund Managers to vote its shares in accordance with the Fund
Manager’s Voting Policies as these policies are compliant with the UK Stewardship Code. The
Fund Managers provide quarterly reports of the voting activity undertaken together with any
engagement undertaken with companies. These reports are provided to the Members of the
Committee. The policy on corporate governance is reviewed by the Committee periodically.

The Fund is a member of the Local Authority Pension Fund Forum (LAPFF) which seeks to work
with shareholders, fund managers and investment companies to influence changes that will
benefit investors, investment companies and potentially the wider community.

The Redbridge Pension Fund is also a member of Pensions & Lifetime Savings Association (PLSA
formerly known as NAPF) for other pension matters.

RISK MANAGEMENT

No organisation can completely eliminate risk and this is particularly so for a pension fund. This
is because the Fund exists to pay future pension benefits and the future is inherently uncertain.
Therefore the Fund’s primary long-term risk is that its assets are not sufficient to meet its liabilities.
The investment objectives have been set with the aim of maximising investment returns over the
longer term within specified risk tolerances. This aims to optimise the likelihood that the
promises made regarding members’ pensions and other benefits will be fulfilled without
increasing the risk to the Council.

The investment strategy incorporates flexibility of up to +/-5% of the strategic asset allocation
per mandate to reflect normal market volatility. However when market conditions are highly
volatile, the rebalancing of the Fund in-line with the strategy may be suspended to avoid
exposure to greater risk from market conditions.

The Pension Fund'’s Investment Advisers, Mercer, undertake regular reviews of the Investment
Managers and provide reports to the Council of their findings. Mercer also provide news alerts
on issues that may be of interest regarding the Fund'’s Investment Managers. Clarification with
the Investment Managers would be sought on any concerns raised.
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The Pension Fund has also appointed an independent company, Institutional Protection Service,
who provide the following services:

e Reports on corporate fraud or mismanagement where it affects shareholder interest.

e Assesses any potential claim by shareholders due to the misconduct by companies and
identify options for recovering this loss.

The Council has access to copies of the Fund Managers’ audited internal control reports and also
has access to web-site alerts from professional pension publications.

A Risk Register for the Pension Fund has been developed and is included within the both the ISS
and Funding Strategy Statement. This sets out the key risks including demographic, regulatory

and governance. The actuary reports on these risks at each triennial valuation or more frequently
if required.
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PENSION
ADMINISTRATION
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PENSIONS ADMINISTRATION FUNCTION

The Pension Administration Function is responsible for dealing with the payment of pensions
and benefits, whilst also ensuring the integrity of data submitted by external organisations. This
in turn contributes to the collection of funds and other such income into the Pension Fund.

The Pension administration function is undertaken by a team of 8.08 full time equivalents, who
are responsible for communicating with scheme members, pensioners and employers in the
scheme.

The cost of administration per member, equates to £50.92 in 2023/24 (£59.10 in 2022/23). This
decrease was due to additional costs for the triennial valuation as well as payment of tax for High
Earners in 2022/23.
Tasks undertaken by the team include:

e Processing Retirements;

e Issuing Statutory Notifications;

e Responding to pension enquiries;

e Providing Retirement estimates;

e Finalising Cash Equivalent Transfer Values both in and out;

e Issuing Annual Benefit Statements.

e Processing refunds

e Processing deferred benefits

e Processing spouse benefits, death grants and finalising payments where a pensioner is deceased

During the financial year, the administration team have continued to experience an increasing
number of deferred members and leavers between the age of 55 and 60 asking for their benefits
to be released early, along with an increase in flexible retirement requests. This increase in work
for the team has resulted in some delays in processing payments

Work Programmes Delivered

e Theissuing of Annual Benefit Statements benefits by the statutory deadline of 31 August
2023 was met with a total of 10,331 statements being issued.

e A continued drive to improve the take up of the Altair member self-service facility with
2,895 members across the fund having registered. This equates to 17.18% of the
membership of the whole fund. Currently 20.78% of the active members have registered
for the self-service, 13.31% of the deferred beneficiaries and 16.25% of the pensioners.

e Fortheseventh year running, the pensioners received their annual increase in the month
that it was due.

e The project that encouraged other employers in the scheme to upload and update
members records directly took a slight backwards step as 25 schools switched payroll
providers. This has temporarily increased the workload for the Administration Team but
it is hoped that in time the direct access will resume with the new provider.
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Training

The Team have attended training courses to maintain and develop their skills and knowledge of
the LGPS and to consider the additional responsibilities given to administrators of the Fund
concerning the identification and prevention of scams and fraud.

The Redbridge Pension Fund has also signed up to PENtag which is an on-line tool that provides
details of the scheme regulations since 1922 with all the amendments and knowledge on all
matters regarding the LGPS since its inception.

As further development, a guidance manual has been produced and issued to each member of
the team to assist with their knowledge and skills. This includes such items are the rules of
Intestacy and Ombudsman’ cases.

A project management approach underpins regular workload reviews and the progression of
critical projects. This means that budget resources are regularly tracked to ensure a cost-
effective service that also has the ability to flex resources as and when required. This is
particularly pertinent as the Team continue to deal with competing priorities and resource levels.

A sample of some of work of the Pension Administration function and numbers completed this
year is provided in the table below:

Table 6 - Pension Administration cases and performance

Case Type Numbers Average Number per
Completed member of staff
2023/24

New Members 730 365
Deferred Members 90 28
Pensioners and Retirements inc dependants 302 92
and 17 trivial commutations

Transfers Out 134 41
Deaths 195 59
Annual Benefits Statements Issued 10,331 5,166
Refunds 46 14
Complaints - -

The averages included in the table above are averaged across the staff responsible for those
functions and not necessarily across the whole team.
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Breakdown of Retirement Grants
The table below shows the number and value of the retirement grants processed in 2023/24.

Table 7 - Grants Processed

Month Normal Redundancy Early/Late - Death TOTAL Total

Health COSTS Number

of Cases

£m £m £m £m £m £m

April 0.442 - 0.245 - 0.024 0.711 24
May 0.372 0.053 0.226 - - 0.651 22
June 0.100 - 0.027 - 0.114 0.241 19
July 0.240 - 0.180 - 0.057 0.477 28
August 0.495 - 0.008 - 0.035 0.538 24
September 0.219 - 0.153 0.010 0.011 0.393 29
October 0.289 0.033 0.103 - 0.061 0.486 32
November 0.211 0.053 0.199 - 0.120 0.583 28
December 0.461 - 0.088 0.016 0.065 0.630 32
January 0.289 - 0.249 0.020 0.057 0.615 23
February 0.316 0.018 0.202 0.000 0.110 0.646 25
March 0.274 0.005 0.002 0.049 0.059 0.389 25
TOTAL 3.708 0.162 1.682 0.095 0.713 6.360 311

The Council monitors the performance of the administration team against a number of
Performance Indications on a monthly basis. Details of the performance for the year ending 31
March 2024 are set out in the table below:

Table 8 - Performance Indicators

Performance Indicator Target Average
2023/24
PENO1 New Member - sending out confirmation that they 70% 98%

have been admitted to the pension scheme within
20 working days of the end of the month the
employee joined or the date of notification by the
employer, whichever is the later.

PENO2 Deferred Members Calculating — deferred pension 60% 83%
benefits and notifying members of their rights upon
termination of pensionable employment within 20
working days of the month of leaving or notification
by the employer whichever is the later.

PENO3 Active and Deferred Members Retiring — issue of 82% 89%
retirement benefits within 30 days of the member
having retired from the scheme or notification by
the employer and receipt of the appropriate forms
from the Member, whichever is the later.
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Performance Indicator Target Average

2023/24

PENO4 Issue of Statutory Notices — sending out a statutory 68% 100%
notification following a change to pensionable
status within 20 working days of the end of the
month in which the change takes effect or
notification by the employer whichever is the later.

Internal Dispute Resolution Procedure

Members of the pension scheme have statutory rights to ensure that complaints, queries and
problems concerning pension rights are properly resolved. To facilitate this process, an Internal
Disputes Resolution Procedure (IDRP) has been established.

Pensions Administration Strategy and Communications Policy Statement

In accordance with the regulations, the Council has prepared a Pensions Administration
Strategy (PAS) and a Communications Policy Statement (CPS).

The PAS is managed by the Pensions Administration function and sets out:
e procedures for liaison and communication with Scheme employers;
e Statutory Requirements;

e Performance Reports, levels of Performance and circumstances for giving written notice of
unsatisfactory performance; and

e Charging Schedules.

A copy of the PAS is published on the Council's website: https://www.redbridge.gov.uk/about-
the-council/our-finance-services/

The CPS provides a written statement on how the Council as the Administering Authority will
communicate with:

e Members;
e Representatives of Members;
e Prospective Members; and

e Scheme Employers.
A copy of the CPS is published on the Council's website as above.

Data Security

The Pension Fund is responsible for a lot of personal data and sensitive information. The
following arrangements are in place to safeguard this data:

o All staff are regularly made aware of the Council’s policies in respect of Confidentiality,
Data Protection and Information Security;

o New staff have these responsibilities and policies explained to them as part of the
induction and their understanding is checked;

o All administration data is stored electronically and paper records are safely destroyed;

. Where data is required to be transferred off site, a secure email facility is used.
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MEMBERSHIP SUMMARY

The London Borough of Redbridge Pension Fund had twenty-three contributing employers in the
Fund including the Council itself. Employers are classified as either scheduled (who have
automatic right to join the fund) or admitted bodies (who are admitted at the Council’s discretion)

as defined by Regulations. Full details of the membership by employer is attached at Appendix
1.

Changes to the employer membership during 2023/24 were as follows:
e Birkin Clean and Westminster Drugs Project ceased to be employers in the Fund.

Chart 4 below shows the breakdown of the total membership by employer type.

Chart 4 - Membership classification by employer type on 31 March 2024

The Fund membership has increased over the last five years from 18,258 to 21,152 - an increase
of 15.85%. The membership profile over the same period is set out in Chart 5 overleaf.

Membership Profile as at 31 March 2024

Deferred Active
24% 32%

Pensioners
24%
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Chart 5 - Membership Composition
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The Fund has become more mature over the years due to the increasing number of pensioner
and deferred members as a percentage of the whole Fund membership.

To demonstrate this change in profile, Chart 6 below shows the change in membership numbers
each year for the past five years.

Chart 6 - Changes in Membership Profile
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Active (58) (199) 811 109 287
Pensioners 105 13 135 157 96
Deferred 128 95 (35) (36) 223
Undecideds 15 333 542 544 (181)
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Auto-Enrolment

Under the terms of the Occupational and Personal Pension Schemes (Automatic —Enrolment)
Regulations 2010 (as amended), employers must automatically enrol eligible employees into
a work-place pension scheme from a staging date set by the employer size. For Redbridge this
date was 1 March 2013 and all new employees since then have been automatically enrolled
into the pension scheme unless they specifically request not to be in the scheme - “opt-out”.

On 12 February 2013 Cabinet decided that Redbridge would use the Transitional Provisions in
the legislation to defer the application of auto enrolment for existing employees to 1 October
2017. Using this option, the Council did not automatically enrol existing eligible employees
before 1 March 2013 until 1 October 2017. Thereafter the Council is now required to
automatically enrol all employees who have been subject to the transitional provisions from 1
October 2017. Employees will then need to opt-out if they do not wish to remain in the
scheme.

Under the legislation eligible employees who have opted out of the scheme must be
automatically re-enrolled every three years.

Contributions to the Fund

The Council monitors the receipt of pension contributions from the various employers in the
Scheme to ensure compliance with the Regulations. During 2023/24 £39.879m of contributions
were received by the due date which equates to 98.83%. The remaining 1.17% was mainly due
to changes to payroll providers by schools from Surrey County Council to Dataplan.

Chart 7 shows the breakdown of the employee and employer contributions by the classification
of employer.

Chart 7 - Employee & Employer Contributions classified by employer type
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FINANCIAL SUMMARY

The Council, as the administering authority, is responsible for ensuring that sufficient funds will be
available to meet current and future benefit payments. Investment Managers, Members of the
Pension Fund Committee, Council Officers, the Actuary and Independent Investment Specialists work
together to deliver optimal returns whilst also balancing the risk to the Fund and maintaining

affordable employers’ contribution rates.

Table 9 - Annual Income & Expenditure Summary and Fund Value since 2019/20

Financial Summary 2019/20 | 2020/21 2021/22 | 2022/23 2023/24

£m £m £m £m £m
Asset Market Value on 1 April 803.468 | 759.424 961.408 1,009.952 936.044
Income 40.207 36.261 40.981 47.712 43.613
Expenditure inc. Management expenses (43.412) (42.304) (45.687) (48.553) (51.228)
Net Cash Flow

(3.205) (6.043) (4.706) (0.841) (7.615)

Investment Income

12.511 7.670 7.160 13.361 21.566
Net Realised/Unrealised Profit and (Loss) (53.350) 200.357 46.090 (86.428) 83.808
Asset Market Value on 31 March 759.424 961.408 | 1,009.952 936.044 1,033.803

The negative cashflow position in 2019/20 was due to an increase in benefit payments and in
2020/21,2021/22 and 2022/23 the negative cashflow was due to some significant transfers of former
employees’ pensions to other schemes. In 2023/24 the negative cashflow was due to the reduction
of employer contributions combined with an increase in pensions. The income generating assets are
expected to provide income to the Fund to cover the increase in pension payments along with the
reduction in the employer contributions.

Chart 8 shows the value of the Fund since March 2011 and demonstrates the market volatility of
global markets over recent years. The chart also shows that the markets continue to be volatile
particularly during periods of high inflation and conflicts between countries, such as the situation in
Ukraine and the disputes between the USA and China.

Chart 8 - Change in the value of the Fund March 2011 to March 2024

Total Value of the Fund

Value of Fund in £'millions
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The Fund receives income from various sources. The main source of income received relates to
employee and employer contributions. The employee contribution rate is set by Regulation,
whereas the employer contribution rate is calculated by the Fund’s Actuary and is set as a result of
the triennial valuation. The valuation undertaken on 31 March 2022 set the employers’ contribution
rate for three years from 1 April 2023. Chart 9 provides details of the various income streams.

Chart 9 - Source of Income

The amount of investment income received increased in 2019/20 due to some of the pooled unit
trusts paying an income to the Fund, as opposed to re-investing the income generated back into the
pooled unit trust. This receiving of income arrangement was suspended in 2020/21 and reinstated
in 2022/23.

In 2023/24 the Fund’s investment strategy moved to more income generating assets.
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In 2023/24 pensions were increased by 10.1% in-line with inflation. The value of the average pension
is now £6,784 per year. The increase in pension expenditure is shown in Chart 10.

Chart 10 - Pension Expenditure
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As well as looking to ensure that employer contribution rates remain affordable, the Council also
seeks to avoid volatility in the rates. Chart 11 shows the movement of the contribution rates over the
past eighteen years and for the next three years as set by the Fund’s Actuary:

Chart 11 - London Borough of Redbridge Contribution Rates
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Comparison of Budget Forecast and Actual Income and Expenditure

The Council monitors the Pension Fund’s cash flow on an annual basis, comparing trends on income
and expenditure against previous years to ensure that the Fund remains cash positive, effectively
having sufficient income to meet its liabilities. Table 10 sets out actual income and expenditure
alongside the budget for 2022/23 and provides comments on variances.

Table 10 - Income and Expenditure 2023/24

Expenditure 2023/24 31 March Variance to Reason
Annual 2024 Forecast
Budget Actual
£m £m £m
Pension Payroll 35.162 34.322 (0.840) | Fewer retirements
than predicted
Retirement & Death Grants 6.200 6.514 0.314 | Increase number of
deaths
Transfer Values 6.500 6.387 (0.113) | In-line
HR Recharge 0.535 0.535 - | Inline
Other Admin Expenses 0.600 0.615 0.015 | In-line
Training 0.015 0.003 (0.012) | In-line
Investment Expenses 3.500 0.763 (2.737) | Based on Fund
Valuation
Investments with Fund 24.000 26.643 2.643 | Changes to
Managers investment strategy
TOTAL EXPENDITURE 76.512 75.782 (0.730)
Income 2023/24 31 March Variance to Reason
Annual 2024 Forecast
Budget Actual
£m £m £m
Contributions - employees & (35.500) (39.676) (4.176) | Increase in active
employers membership
Transfer Values (5.000) (3.263) 1.737 | Fewer transfers
Early Retirement Pension Strain (0.200) (0.244) (0.044) | In-line
Income from investment (6.000) (15.859) (9.859) | Move to income
managers generating assets
Disinvestment (30.000) (17.000) 13.000 | Change to
investment strategy
TOTAL INCOME (76.700) (76.042) 0.658
IN-YEAR DEFICIT / (SURPLUS) (0.188) (0.260) (0.072)
Year-End Adjustments (0.494)
Opening Cash Balance (3.325)
YEAR-END CASH BALANCE (4.079)
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The Council’s Human Resources department provides the administration service for the Pension Fund
and recharges the Pension Fund for this service. In addition, the Pension Fund incurs costs as part of
delivering administrative services. Table 11 sets out details of these additional costs together with the
original budget.

Table 11 - Cost of Pension Administration

2023/24 | 2023/24 | Variance Comment
Budget | Actual
£m £m £m

LBR Recharge 0.535 0.535 -
Computer System 0.250 0.245 (0.005)
Actuarial Services 0.150 [ 0.119 | (0.031) | Depends on work requested
Subscriptions 0.005 0.003 (0.002)
Training 0.015 0.003 (0.012) | Training provided in-house
Audit 0.075 0.093 0.018 | Increase of 300% not expected
Other Expenses 0.110 0.151 0.041 | Higher Earn tax payments

Table 12 -Local Pension Board

As part of the overall cash flow, the Local Pension Board has been allocated a budget to enable it to
achieve its objectives. This included an allowance for training and development as well as the facility
to obtain independent professional advice.

Budget | Actual | Variance Comment
£fm £m £fm
Local Pension Board 0.010 0.004 (0.006) | Expenses less than expected

Cash Flow

The cash-flow for the pension fund has been affected by changes to the level of contributions received
as well as the pension payments being made. Chart 12 overleaf demonstrates the change in the level
of income over expenditure in recent years. Whilst it is anticipated that sufficient income will be
available to maintain a cash-positive position for at least the next few years, this will need to be kept
under review particularly as the Fund continues to mature. The spike in 2018/19 was due to the bulk
transfer in respect of Redbridge College. The spike in 2020/21 which continued into 2022/23 was due
to the changes to the investment strategy resulting in the disinvestment and reinvestment into the
Infrastructure Fund and the Real Estate Long Income Fund. The commitment to invest in the
Infrastructure Fund is expected to be fully called in 2024/25 and therefore income and expenditure is
expected to reduce.
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Chart 12 - LBR Cash Flow
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London Borough of Redbridge Pension Fund | Hymans Robertson LLP

London Borough of Redbridge Pension Fund (the
Fund) Actuarial Statement for 2023/24

This statement has been prepared in accordance with Regulation 57(1)(d) of the Local Government Pension
Scheme Regulations 2013. It has been prepared at the request of the Administering Authority of the Fund for the
purpose of complying with the aforementioned regulation.

Description of Funding Policy
The funding policy is set out in the Administering Authority’s Funding Strategy Statement (FSS), dated February
2023. In summary, the key funding principles are as follows:

° take a prudent long-term view to secure the regulatory requirement for long-term solvency, with sufficient
funds to pay benefits to members and their dependants

° use a balanced investment strategy to meet the regulatory requirement for long-term cost efficiency (where
efficiency in this context means to minimise cash contributions from employers in the long term)

° where appropriate, ensure stable employer contribution rates

° reflect different employers’ characteristics to set their contribution rates, using a transparent funding
strategy

o use reasonable measures to reduce the risk of an employer defaulting on its pension obligations

o manage the fund in line with the stated ESG policies.

The FSS sets out how the Administering Authority seeks to balance the conflicting aims of securing the solvency of
the Fund and keeping employer contributions stable. For employers whose covenant was considered by the
Administering Authority to be sufficiently strong, contributions have been stabilised to have a sufficiently high
likelihood of achieving the funding target over 17 years. Asset-liability modelling has been carried out which
demonstrate that if these contribution rates are paid and future contribution changes are constrained as set out in
the FSS, there is at least a 66% likelihood that the Fund will achieve the funding target over 17 years.

Funding Position as at the last formal funding valuation

The most recent actuarial valuation carried out under Regulation 62 of the Local Government Pension Scheme
Regulations 2013 was as at 31 March 2022. This valuation revealed that the Fund’s assets, which at 31 March
2022 were valued at £1,010 million, were sufficient to meet 99% of the liabilities (i.e. the present value of promised
retirement benefits) accrued up to that date. The resulting deficit at the 2022 valuation was £11 million.

Each employer had contribution requirements set at the valuation, with the aim of achieving their funding target
within a time horizon and likelihood measure as per the FSS. Individual employers’ contributions for the period 1
April 2023 to 31 March 2026 were set in accordance with the Fund’s funding policy as set out in its FSS.

Principal Actuarial Assumptions and Method used to value the liabilities
Full details of the methods and assumptions used are described in the 2022 valuation report and FSS.

Method

The liabilities were assessed using an accrued benefits method which takes into account pensionable
membership up to the valuation date; and makes an allowance for expected future salary growth to retirement or
expected earlier date of leaving pensionable membership.
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London Borough of Redbridge Statement of Accounts 2023/24

Assumptions
A market-related approach was taken to valuing the liabilities, for consistency with the valuation of the Fund
assets at their market value.

The key financial assumptions adopted for the 2022 valuation were as follows:

Financial assumptions 31 March 2022
Discount rate 4.3% pa
Salary increase assumption 2.7% pa
Benefit increase assumption (CPI) 2.7% pa

The key demographic assumption was the allowance made for longevity. The life expectancy assumptions are based
on the Fund's VitaCurves with improvements in line with the CMI 2021 model, with a 0% weighting of 2021 (and
2020) data, standard smoothing (Sk7), initial adjustment of 0.25% and a long term rate of 1.50% p.a. Based on these
assumptions, the average future life expectancies at age 65 are as follows:

Females
Current Pensioners 21.7 years 24.5 years
Future Pensioners* 22.7 years 26.0 years

*Aged 45 at the 2022 Valuation.

Copies of the 2022 valuation report and Funding Strategy Statement are available on request from the
Administering Authority to the Fund and on the Fund’s website.

Experience over the period since 31 March 2022

Markets were disrupted by the ongoing war in Ukraine and inflationary pressures in 2022 and 2023, impacting on
investment returns achieved by the Fund’'s assets. High levels of inflation in the UK (compared to recent
experience), have resulted in higher than expected LGPS benefit increases of 10.1% in April 2023 and 6.7% in April
2024. However, asset performance has improved towards the end of 2023 and into 2024 and inflation has begun
to return towards historical levels and the Bank of England’s target (2% pa). There has been a significant shift in
the wider economic environment since 2022, resulting in generally higher expected future investment returns and
a reduction in the value placed on the Fund’s liabilities. Overall, the funding position is likely to be stronger than at
the previous formal valuation at 31 March 2022.

The next actuarial valuation will be carried out as at 31 March 2025. The Funding Strategy Statement will also be
reviewed at that time.

-~

Barry Dodds FFA
10 May 2024

For and on behalf of Hymans Robertson LLP
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INDEPENDENT AUDITOR’S STATEMENT TO THE MEMBERS OF LONDON BOROUGH
OF REDBRIDGE ON THE PENSION FUND FINANCIAL STATEMENTS

Opinion

We have examined the pension fund financial statements for the year ended 31 March 2024,
which comprise the Fund Account, the Net Assets Statement and the related notes.

In our opinion, the pension fund financial statements are consistent with the full annual
statement of accounts of London Borough of Redbridge Pension Fund for the year ended 31
March 2024 and comply with applicable law and the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2023/24.

Respective responsibilities of the Corporate Director of Resources and the auditor

As explained more fully in the Statement of the Corporate Director of Resources’
Responsibilities, the Corporate Director of Resources is responsible for the preparation of the
pension fund’s financial statements in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2023/24.

Our responsibility is to report to you our opinion on the consistency of the pension fund
financial statements within the pension fund annual report with the pension fund financial
statements in the statement of accounts of London Borough of Redbridge Pension Fund, and
its compliance with applicable law and the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2023/24.

We also read the other information contained in the pension fund annual report and consider
the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the pension fund financial statements. The other information consists
only of the:

Executive Overview
Management Structure
Contact Details

Scheme Features
Governance Structure
Investment Management
Risk Management
Administration

Membership

Financial Summary

Actuarial Statement
Statement of Responsibilities
Publications

Employers in the Pension Fund

We conducted our work in accordance with Auditor Guidance Note 07 — Auditor Reporting,
issued by the National Audit Office. Our report on the administering authority’s full annual
statement of accounts describes the basis of our opinion on those financial statements.

A . 0
\ o QN(
Q. = — w
NG BRNKT &k Youne L1
Simon Mathers (Key Audit Partner)
Ernst & Young LLP (Local Auditor)

Southampton
26 February 2025
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STATEMENT OF RESPONSIBILITIES

The London Borough of Redbridge as Administering Authority of the London Borough of
Redbridge Pension Fund is required to:

¢ Make arrangements for the proper administration of its financial affairs and to secure that one of
its Officers has the responsibility for the administration of those affairs. In this Council, that Officer
is the Corporate Director of Resources.

e Manage its affairs to secure economic, efficient and effective use of resources and safeguard its
assets.

e Approve the Statement of Accounts.

In the Council’s Constitution, the following responsibilities have been delegated to the
Corporate Director of Resources:

e the duty to maintain and manage a Pension Fund in accordance with the Local Government
Pension Scheme Regulations. This power shall be exercised in accordance with the
recommendations of the Pension Fund Committee.

e to ensure that the Council’s accounting records are kept in accordance with the appropriate
accounting standards and mandatory guidance and that the Statement of Accounts is prepared
in line with the Code of Practice on Local Authority Accounting in the United Kingdom based on
International Financial Reporting Standards.

e the statutory duty to arrange for a triennial Actuarial Valuation of the Fund; to obtain an Actuary
Certificate and to send a copy to the Minister; and to supply a copy of the Pension Fund audited
accounts to admitted employing authorities.

e the duty to comply with and to exercise and perform any powers and duties under the various
Pension Acts and the Superannuation Act 1972 which fall to be exercised or

e performed by the Council by virtue of its being an employer (powers and duties relating to
supervision of pension schemes).

Statement of the Corporate Director of Resources

| certify that the Accounts set out on pages 38 to 54 have been prepared in accordance with proper
practices and present a true and fair view of the transactions of the London Borough of Redbridge
Pension Fund during the year ended 31 March 2024 and financial position of the Fund at the date of
its assets and liabilities, other than liabilities to pay pensions and benefits after the year end.

kT
w!

Duncan Whitfield
Interim Corporate Director of Resources & Section 151 Officer
20 February 2025
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2022/23
£000

41,405
6,307

47,712

(37,816))
(7.317)
(45,133)

2,579

(3,421)

13,361
(86,427)

(73,066)

(73,908)

1,009,952

936,044

Dealings with members, employersand
other directly involved in theFund.

Contributions receivable
Transfers in

Less:
Benefits payable
Leavers

Net additions/(withdrawals) from dealings with
members

Management Expenses

Returns on Investments
Investmentincome
Change in market value of investments

Net returns on Investments
Net increase/(decrease) in the Fund during theyear

Net Assets of the scheme on 1 April 2023

Net Assets of the scheme on 31 March 2024

Net Assets Statement as at 31 March 2024

2022/23
£000

150
931,550

931,700

4,804
(460)
936,044

Longer Term Investments
Investment Assets

Current Assets
Current Liabilities

Net Assets of the Scheme on 31 March 2024

Notes

Notes

2023/24
£000

40,350
3,263

43,613

(41,066))
(6,442))

(47,508)

(3,895)

(3,720)

21,566
83,808

105,374

97,759

936,044

1,033,803

2023/24
£000

150
1,031,760

1,031,910

2,182
(289)

1,033,803

The accounts summarise the transactions and net assets of the Pension Fund. They do not take account of liabilities
to pay pensions and other benefits in the future. The actuarial present value of promised retirement benefits is

disclosed at Note 21.

| certify that the Pension Fund Account and Net Assets Statement present a true and fair view of the income and

expenditure in 2023/24 and the Pension Fund'’s financial position as at 31 March2024.

W

Duncan Whitfield, BA (Hons), FCCA, CPFA
Corporate Director of Resources & Section 151 Officer

20 February 2025
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Notes to the Pension Fund Account

1. Introduction

The Pension Fund is a funded, defined benefit occupational pension scheme set up under the Superannuation
Act 1972 and is administered in accordance with the Local Government Pension Scheme (LGPS) Regulations
by the London Borough of Redbridge. The scheme is a contributory defined benefit pension scheme that provides
pensions and other benefits to former Council employees (except teachers, who have a separate scheme) and to
various scheduled and admitted bodies.

The scheduled bodies in the scheme as at 31 March 2024 were: Chadwell Heath Academy, Mayfield School, lIford
Ursuline Academy, Little Heath School, Palmer Academy, Isaac Newton Academy, Aldborough Free School,
Loxford Academy, St Aidan’s Academy, Beacon Multi Academy (formerly Beal Multi Academy), Atam Academy,
Winston Way Academy, Avanti Court School, Astrum Academy, Strive4 Academy, Downshall Academy, Al-Noor
Academy, Good Shepherd Diocese, St Peters & St Paul’s Academy and Our Lady of Lourdes Academy.

The admitted bodies in the scheme on 31 March 2024 were: Mears Limited, Vision-Redbridge Culture & Leisure,

Imagine Independence Ltd, Kindred Nursery (formerly known as Dizzy Ducks), Lewis & Graves, and Town &
Country.

As at 31 March 2024 the membership of the scheme was asfollows:

Active Members

Redbridge Council
Scheduled Bodies

Admitted Bodies
TOTAL

Pensioners

Redbridge Council
Scheduled Bodies

Admitted Bodies
TOTAL

Deferred Members

Redbridge Council
Scheduled Bodies

Admitted Bodies
TOTAL

On 31 March 2023

On 31 March 2024

5,226 5,420
1,065 1,174
121 106
6,412 6,700

On 31 March 2023

On 31 March 2024

4,692 4,751
169 191
102 117

4,963 5,059

On 31 March 2023

On 31 March 2024

8,102 8,074
1,143 1224

107 95
9,352 9,393

The Fund is financed by contributions as well as interest, dividends and profits from realised investments. The
contributions are made by active members of the Fund in accordance with the LGPS (Benefits, Membership
and Contributions) Regulations 2013 and range from 5.5% to 12.5% of pensionable pay. Employee contributions
are matched by employers’ contributions which are set on triennial actuarial funding valuations. The funding
policy is to ensure that over time the assets held by the Fund are adequate to meet future pension scheme
liabilities.

Five Councillors are appointed annually by the Council to the Pension Fund Committee, which has the role of
dealing with the management of the Pension Fund’s investments in accordance with regulations laid down
in statute and the Fund’s Investment Strategy Statement.

In line with the provisions of the Public Service Pension Act 2013 the Council has set up a Local Pension Board
to oversee the governance arrangements of the Pension Fund. The Board meets quarterly and has its own Terms
of Reference. The Board Members are independent of the Pension Fund Committee.

The administration of the scheme is managed in-house by the London Borough of Redbridge.

The Pension Fund’s financial statements provide a stewardship report on the Fund, together with a statement
of the assets position at the financial year-end.
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2. Basis of Preparation

The Statement of Accounts summarises the Fund'’s transactions for the 2023/24 financial year and its position as
at 31 March 2024. The accounts have been prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2023/24 which is based upon International Financial Reporting Standards (IFRS),
as amended for the UK public sector. The accounts of the Pension Fund have also been prepared to meet the
requirements of the Local Government Pension Scheme (Administration) Regulations 2013 and in accordance with
the Statement of Recommended Practice on Financial Reports of Pension Schemes.

The accounts summarise the transactions of the Fund and report on the net assets available to pay pension benéefits.
The accounts do not take account of obligations to pay pensions and benefits which fall due after the end of the
financial year. The accounting requirement under International Accounting Standard (IAS) 26 is disclosed at Note 21.

Going Concern - At the date of the authorisation of the financial statements, the Fund does not consider that the
impact after Covid-19 or any other events gives rise to material uncertainties that may cast significant doubt about
the Fund'’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months
from the date when the financial statements are authorised for issue. The Council therefore remains satisfied that the
Fund it administers continues to be a going concern.

The Pension Funds latest actuarial valuation as at 31 March 2022, showed it to be 99% funded, an increase of 15%
from the position 3 years ago. The actuarial valuation includes the Rates and Adjustment certificate detailing
contributions to the Pension Fund that participating employers are expected to make. It remains the Fund’s
expectation that these will be paid as planned, and to date the Fund has not received a request from participating
employers to defer contribution payments.

Following the actuarial valuation and schedule of employer contributions payments, the Pension Fund has reviewed
its cashflow forecast to 31 March 2026 and is considered to have sufficient cash to meet its obligations to pay pensions
without selling any investments. This is reviewed annually. Should investments be required to be sold because of
negative cashflows or employers being unable to pay their contributions (which is not expected) the Pension Fund
would have ready access to cash as 79.8% of the Fund'’s investments could be sold at short notice as at 31 December
2024.

Increased Market Volatility - The value of the Investment assets of the Fund changes on a daily basis, however the
degree of volatility in global financial markets has increased because of continuing social and economic uncertainties
created by the conflict in Ukraine. Despite this, the Fund remains in a strong financial position, capable of meeting all
its payment obligations. The Funding Strategy is based on long term investment returns and as such, the increased
volatility seen at present is not considered a material concern.

The bid value of the Fund'’s investment assets as at 31 March 2024 were £1,031.910m an increase of 10.67% in the
value of the Fund’s investment assets since 31 March 2023.

3. Summary of Significant Accounting Policies

Fund account - revenue recognition

A) Contribution Income - Normal contributions, both from members and from the employer, are
accounted for on an accruals basis at the percentage rate recommended by the Fund actuary in the
payroll period to which they relate.

Employer’'s augmentation and pension strain contributions are accounted for in the period that the
liability arises. Any amount due in year but unpaid is treated as a current financial asset.

B) Transfers to and from other schemes - Transfer values represent the amounts received and paid
during the year for members who have either joined or left the Fund during the financial year and
are calculated in accordance with the Local Government Pension Scheme Regulations. Individual
transfers in/out are accounted for when received/paid. Bulk transfers are accounted for on an accruals
basis in accordance with the terms of the transfer agreement.

Q) Investment Income -
(i) InterestIncome - Interest income is recognised in the Fund account as itaccrues.

(ii) Dividend Income - Dividends have been accounted for on an accrual’s basis.
Investment income on overseas investments have been converted into sterling at
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the rate of exchange on settlement date. Any amount not received by the end of
the reporting period is disclosed in the net assets statement as a current asset.

(iii) Distributions from pooled equity funds - Pooled investment vehicles are
accumulation funds and as such the change in market value includes income, net of
withholding tax which is re-invested in the Fund.

(iv) Distributions from pooled property funds — Income distributions from the pooled
property fund investments have been accounted for on an accruals basis.

(v) Movement in the net market value of investments - Changes in the net market
value of investments are recognised as income and comprise all realised and
unrealised profits/losses during the year.

Fund account - expense items

D)

Benefits Payable - pensions and lump sum benefits payable include all amounts known to be due
as at the end of the financial year. Any amounts due but unpaid are disclosed in the net assets
statement as current liabilities.

Taxation - the Fund is a registered public service scheme under section 1(1) of Schedule 36 of the
Finance Act 2004 and as such is exempt from UK income tax on interest received and from capital
gains tax on the proceeds of investments sold. Income from overseas investments incurs withholding
tax in the country of origin, unless exemption is permitted. Irrecoverable tax is accounted for as a
fund expense as it arises.

VAT - As the Council is the administering authority for the Fund, VAT input tax is recoverable on all
Fund activities including expenditure on investment expenses. VAT receivable is excluded from
income.

Voluntary Scheme Pay (VSP), Mandatory Scheme Pay (MSP) and Lifetime Allowances - Members
are entitled to request the Pension Fund to pay their tax liabilities due in respect of annual allowance
and lifetime allowance in exchange for a reduction in pension. Where the Fund pays member tax
liabilities direct to HMRC it is treated as an expense in the year in which the payment occurs.

Management Expenses — Pension Fund management expenses are accounted for in accordance
with the CIPFA guidance: Accounting for Local Government Pension Scheme Management Costs.
All administrative expenses are accounted for on an accrual’s basis. All staff costs of the pension’s
administration team are charged direct to the Fund. Management, accommodation and other
overheads are apportioned to the Fund in accordance with the Council’s policy.

Investment Management Expenses - All investment management expenses are accounted for on
an accrual’s basis. Fees of the external investment managers and custodian are agreed in the
respective mandates governing their appointment. Broadly, these are based on the market value of
the investments under their management and therefore increase or decrease as the value of these
investments change.

Oversight and Governance Costs - The cost of obtaining investment advice from external
consultants is included in oversight and governance charges.

A proportion of the Council's costs for management time spent by officers on investment
management is charged to the Fund and is included within oversight and governance costs.

Net assets statement

K)

Financial Assets - financial assets are included in the net assets statement on a fair value basis as at
the reporting date. A financial asset is recognised in the net assets statement on the date the Fund
becomes party to the contractual acquisition of the asset. From this date any gains or losses arising
from changes in the fair value of the assets are recognised by the Fund.

The values of investments as shown in the net assets statement have been determined as follows:

i) Market quoted investments - the value of an investment for which there is a readily
available market price is determined by the bid market price ruling on the final day of the
accounting period.

ii) Fixed interest securities — are recorded at net market value based on their bid price.

iii) Pooled investment vehicles — these are valued at either the closing bid price where a bid
price exists or on the single unit price provided by the investment managers.
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iv) Cash - the cash held in the Pension Fund current account is invested by the Council in
accordance with its Treasury Management Policy.

L) Foreign Currency Transactions — dividends, interest and purchases and sales of investments in
foreign currencies have been accounted for at the spot market rates at the date of transaction. End-
of-year spot market exchanges rates are used to value any cash balances held in foreign currency
bank accounts, market values of overseas investments and purchases and sales outstanding at the
end of the reporting period.

M) Derivatives - the pooled units in which the Fund invests uses derivative financial instruments to
manage its exposure to specific risk arising from its investment activities.

N) Cash and cash equivalents — cash comprises of cash in hand and demand deposits. Cash equivalents
are short-term, highly liquid investments that are readily convertible to known amounts of cash and
that are subject to minimal risk of changes in value. Cash that is invested for longer than an
overnight deposit is recognised as an investment asset.

0) Financial Liabilities - the Fund recognises financial liabilities at fair value as at the reporting date. A
financial liability is recognised in the net assets statement on the date the Fund becomes party to the
liability. From this date any gains or losses arising from changes in the fair value of the liability are
recognised by the fund.

P) Actuarial present value of promised retirement benefits — the actuarial present value of
promised retirement benefits is assessed on a triennial basis by the scheme actuary in accordance
with the requirements of IAS 19 and relevant actuarial standards.

As permitted under the Code, the Fund has opted to disclose the actuarial present value of
promised retirement benefits by way of a note to the net assets statement (Note 22).

Q) Additional Voluntary Contributions - AVCs are not included in the accounts which is in
accordance with section 4(2) (b) of the Local Government Pension Scheme (Management and
Investment of Funds) Regulations 2016 but are disclosed as a note only (Note 23).

4, Critical Judgements in Applying Accounting Policies

The Pension Fund liability is calculated triennial by the appointed actuary with annual updates in the intervening
years. The methodology used in the intervening years follows generally agreed guidelines and is in accordance
with 1AS19. These assumptions are summarised in Note 21. The estimates are sensitive to changes in the
underlying assumptions underpinning the valuations.

5. Assumptions made about the future and other major sources of
estimation uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions made by the Council
about the future or that are otherwise uncertain. Estimates are made taking into account historical experience,
current trends and other relevant factors. However, because balances cannot be determined with certainty, actual
results could be materially different from the assumptions and estimates.

Actuarial Present Value of Promised Retirement Benefits - The Pension Fund liability is calculated every
three years by the appointed actuary, with updates in the intervening years. The methodology used is in line
with accepted guidelines and in accordance with IAS 19. Assumptions underpinning the valuations are agreed
with the Actuary and are summarised in Note21 and 22. This estimate is subject to significant variances based on
changes to the underlying assumptions.
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Item Uncertainties Effect if actual results differ from assumptions

Estimation of the net liability to pay The effects on the net pension liability (_)f changes
. in assumptions can be measured. For instance, a
pensions depends on a number of complex ) . ;
. ; . . 0.1% decrease in the discount rate assumption
Actuarial judgements relating to the discount rates . . ; o
) . . would result in an increase in the pension liability
present used, the rate at which salaries are projects . ) .
. . ; of £19m. A 0.1% increase in the assumed earnings
value of to increase, changes in retirement ages, : s
. : would increase the value of the liabilities by
promised mortality rates and expected returns on . . . !
. ) - . approximately £1m similarly an increase of 0.1% in
retirement pension fund assets. A firm of consulting . .
) A . the pension payments would increase the value of
benefits actuaries is engaged to provide the fund o : S
. . . the liabilities by £18m. An increase in life
with expert advice about the assumptions : R
to be applied expectancy by one year would increase the liability
PP to the fund by £44m.

Unquoted Investments

The Fund’s assets include investments in unquoted assets such as property and infrastructure on a pooled basis.
These assets are valued by the investment managers at fair value in accordance with relevant industry standards
and guidelines. Managers may use comparable market data, indices and data from third parties as well as
projected revenue to determine the fair value of these assets. As such, there is a degree of estimation involved
in these valuations.

The total value of unlisted investments in the financial statements is £122.793m (£112.798m in
2022/23) and is broken down as follows:

Property £57.823m
Infrastructure £65.150m

There is a risk that these investments may be under or overstated in the accounts.

6. Events after the Year End Date

There have been no events since 31 March 2024 and up to the date when these accounts were authorised that
require any adjustment to theseaccounts.

7. Contributions Receivable

Contributions represent those amounts receivable from the various employing bodies in respect of their own
contributions and those of their contributing employees. Under the provisions of the scheme, employees’ rates
are based on pay bandings and range from 5.5% to 12.5% of pensionable pay. The Fund’'s Actuarydetermines
employer contribution rates (as a percentage of pensionable pay) which currently range from 13.0% to 35.3%
plus any additional lump sum contributions required in respect of funding shortfalls at the time of the triennial
actuarial valuation.

Early retirement - All capital costs, such as employee and employer contributions foregone, and the cost of making
pension payments early in respect of non-ill-health early retirements, are met by the employer that approved
the early retirement.

2022/23 2023/24
£000 £000
Employers
London Borough of Redbridge 26,881 24,991
Scheduled Bodies 4,070 4,256
Admitted Bodies 990 918
31,941 30,165
Members
London Borough of Redbridge 8,052 8,610
Scheduled Bodies 1,178 1,338
Admitted Bodies 234 237
9,464 10,185
41,405 40,350
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Contributions split between normal, deficit funding and augmentation are outlinedbelow:

2022/23 2023/24

£000 £000

Normal Employer Contributions 28,740 29,610
Deficit Payments * 3,066 311
Augmentation (Early Retirements) 135 244
31,941 30,165

* The deficit recovery policy is set out in the Scheme’s Funding Strategy Statement

8. TransfersiIn

Sums received for scheme members from other pension schemes that relate to periods of previous pensionable
employment.

2022/23 2023/24
£000 £000

Individual Transfers from other schemes - London Borough of
Redbridge 6,307 3,263
6,307 3,263

9. Benefits Payable

Benefits are provided in accordance with the provisions of the Local Government Pension Scheme regulations.

2022/23 2023/24

£000 £000

Pensions 31,283 34,322
Commutation of Pensions and Lump Sum Retirement Benefits 5,926 5,728
Lump Sum Death Benefit 538 852
Interest 69 164
37,816 41,066

2022/23 2023/24

By Employer £000 £000
London Borough of Redbridge 35,859 38,890
Scheduled Bodies 1,098 1,120
Admitted Bodies 859 1,056
37,816 41,066

10. Payments to and on Account of Leavers

Regulations permit a refund of employee contributions to be made to new members with less than two years
initial scheme membership. Individual transfers are payments of accrued pension benefits in respect of scheme
members who have left the scheme and joined a pension schemeelsewhere.

2022/23 2023/24

£000 £000

Refunds to members 49 55
Individual Transfers to other Schemes 7,268 6,387
7,317 6,442
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11. Management Expenses

The table below shows a breakdown of the management expenses incurred during the year. The London Borough

of Redbridge carries out the administrative functionin-house.

Administrative Costs

Investment Management Expenses
Oversight and Governance

Audit Fees

11(a). Investment Management Expenses

Management Fees
Direct Custody Fees

2022/23
Total Pooled Pooled
Units Units
outside through
of LCIV LClv
£000 £000 £000
1,968 439 1,529 Fund Manager Fees
75 25 50 Custody Fees
153 - 153 Pool Costs
- - - Other Expenses
2,196 464 1,732 Total

12. Investment Income

2022/23 2023/24
£000 £000
1,043 984
2,196 2,450
161 193
21 93
3,421 3,720
2022/23 2023/24
£000 £000
2,171 2,427
25 23
2,196 2,450
2023/24

Total Pooled Pooled

Units Units

outside through

of LCIV LCIV

£000 £000 £000

2,255 315 1,940

73 23 50

122 - 122

2,450 338 2,112

Interest, dividends and other income shown in the Fund Account have been broken down as follows:

Pooled Investments Vehicles
Property Unit Trusts
Cash

Other Investment Income

13. Investments

The table below shows the Fund’s investments by asset class:

Investment Assets

Pooled Investments

Pooled Property Investments
Cash

Total InvestmentAssets

There are no investment liabilities.

2022/23 2023/24
£000 £000
10,259 17,950
2,918 3,010
179 602
5 4
13,361 21,566
2022/23 2023/24
£000 £000
858,816 957,558
72,054 68,641
830 5,711
931,700 1,031,910

The table below shows a detailed analysis of the investments held by the Fund as at 31 March 2024 with a comparison
table showing detailed analysis of the investments held by the Fund as at 31 March2023.
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2023/24 Value Purchases Sales Change in Cash Value at

at31/03/23 at cost proceeds fairvalue movement  31/03/24
£000 £000 £000 £000 £000 £000
Pooled Equity Unit Trusts 858,666 175,890 (166,719) 89,571 - 957,408
London CIV 150 - - - - 150
Property Unit Trusts 72,054 2,350 - (5,763) - 68,641
930,870 178,240 (166,719) 83,808 - 1,026,199
Other Balances
Cash 830 - - - 4,881 5,711
931,700 178,240 (166,719) 83,808 4,881 1,031,910
2022/23 Value Purchases Sales Change in Cash Value at
at31/03/22 at cost proceeds fairvalue movement  31/03/23
£000 £000 £000 £000 £000 £000
Pooled Equity Unit Trusts 920,290 22,505 (13,900) (70,229) - 858,666
London CIV 150 - - - - 150
Property Unit Trusts 84,818 3,764 (330) (16,198) - 72,054
1,005,258 26,269 (14,230) (86,427) - 930,870
Other Balances
Cash 1,304 - - - (474) 830
1,006,562 26,269 (14,230) (86,427) (474) 931,700

The change in fair value of investments during the year comprises all increases and decreases in the value
of investments held at any time during the year, including profits and losses realised on sales of investments
and changes in the sterling value of assets caused by changes in exchange rates. In the case of the pooled
investment vehicles changes in market value also includes income, net of withholding tax, which is reinvested in
the Fund.

As a result of the Fund'’s investments in pooled investment vehicles the Fund did not incur any direct transaction
costs, such as broker fees and taxes. Indirect costs are incurred through the bid-offer spread on investments within
pooled investment vehicles. The amount of indirect costs is not separately provided to the Fund.

As shareholders of the London LGPS CIV Ltd (the organisation set up to run pooled LGPS investments in London),
the Fund has purchased £0.150m of regulatory capital.

A summary of individual investments exceeding 5% of the Fund'’s total net assets is set out below:

Investment 31 March % of net

2024 assets
UK Equity Index Unit Trust 95,080 9.21%
All World (ex UK) Equity Index Unit Trust 77,622 7.52%
Low Carbon Equity Index Unit Trust 223,664 21.67%
Global Equity Fund 161,422 15.64%
Emerging Markets Equity Fund 47,401 4.60%
Index Linked Bond Fund 59,023 5.72%
Buy & Maintain Long Dated Bonds 97,131 9.41%
Multi-Asset Credit 72,933 7.07%
Real Estate Long Income Fund 57,823 5.60%
Infrastructure Fund 65,150 6.31%
Schroder Property Fund 68,641 6.66%

13(a) Investments - Fund Management

On 31 March 2024, the fair value of assets under management was £1,026.199m. The Fund has undertaken work in
conjunction with the Fund'’s external adviser to implement a long-term strategy to match the objective of being fully
funded in the longer term. The structure of the Fund resulted in a strategic benchmark of 75% equities (including
property and cash) and 25% bonds. As set out in the Pension Fund’s Investment Strategy Statement, the asset
allocation may be varied and rebalancing may be suspended at the discretion of the Pension Fund Committee.
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The Tables below shows details of the investment mandates analysed between those invested managed by the pool
and those outside of the pooled arrangement:

31/03/23 % of Manager Mandate 31/03/24 % of Strategic
£000 Portfolio £000 Portfolio Asset
Allocation
%
Investments managed by Pool
186,560 20.02 | Baillie Gifford Global Equities 161,422 15.64 15.00
95,822 10.28 | Baillie Gifford Diversified Growth Fund - - -
51,702 5.55 | Stepstone Infrastructure 65,150 6.31 10.00
61,096 6.56 | Aviva Real Estate Long Income 57,823 5.60 7.50
90,572 9.72 | LGIM UK Equities 95,080 9.22 5.00
79,004 8.48| LGIM Global Equities — ex UK 77,622 7.52 -
185,420 19.90 | LGIM Low Carbon Equities 223,664 21.68 20.00
- - | Insight Buy & Maintain Bonds 97,131 941 10.00
- -| Pimco & CQS Multi Asset Credit 72,933 7.07 7.50
- - | CBRE & Octopus UK Housing Fund 159 0.02 5.00
63,722 6.84 | LGIM Index Linked Gilts 59,023 5.72 7.50
813,898 87.35 910,007 88.19 87.50
Investments managed outside of Pool
44,768 4,81 | Schroders Emerging Markets 47,401 4,59 5.00
Equities

72,054 7.73 | Schroders Property 68,641 6.65 7.50
980 0.11 | CashincLCIV 5,861 0.57 -
117,802 12.65 121,903 11.81 12.50
931,700 | 100.00 | TOTAL 1,031,910 100.00 100.00

14. Classification of Financial Instruments
Accounting policies describe how different asset classes of financial instruments are measured and how income
and expenses, including fair value gains and losses, are recognised. The following table analyses the fair value
amounts of financial assets and liabilities by category and net asset statement heading. No financial assets were
reclassified during the accounting period.

2022/23
Designated as Loans and Financial
fair value Receivables Liabilities at
through profit amortised cost

&loss

£000 £000 £000
858,816 - -
72,054 - -
830 3,325 -
- 987 -
931,700 4,312 -

Financial Assets
Pooled Investment

Pooled Property -
Investment

Cash

Sundry Debtor

Total

Financial

Liabilities
47

2023/24

Designated as Loans and Financial
fair value Receivables Liabilities at
through profit amortised cost

&loss
£000 £000 £000
957,558 - -
68,641 - -
5711 - -
- 1,351 -
1,031,910 1,351 =




- - - Creditors - - -

> = - Total > = =

931,700 4,312 - 1,031,910 1,351 -
936,012 Grand Total 1,033,261

14 (a) Net Gains and Losses on Financial Instruments

2022/23
2023/24
£000 Financial Assets £000
86,427 Fair value through profit &loss 83,808
86,427 TOTAL 83,808

14 (b) Fair Values of Financial Instruments and Liabilities

The following table summarises the fair values of the financial assets and financial liabilities by class of

instrument.

31 March 2023 31 March 2024
Fair Value Fair Value

£000 £000

Financial Assets

931,700 Fair value through profit & loss 1,031,910
4,312 Loans and Receivables 1,351
936,012 Total Financial Assets 1,033,261
- Total Financial Liabilities -
936,012 1,033,261

15. Fair Value - Basis of Valuation

The valuation of financial instruments has been classified into three levels, according to the quality and reliability of
information used to determine fair values.

Description  Valuation Observable Key Sensitivities affecting

of Asset Hierarch Basis of Valuation and the valuations provided
unobservable

Cash Level 1 All cash is reported in Sterling Not Required Not required

Quoted investments are valued at
mid-market value as at the close of
business on the last working day of
the relevant period

Unquoted investments or if a
quotation is not available at the
time of valuation, the fair value
Pooled LCIV- | |5 | shall be estimated on the basis of | Evaluated Price Not required
ACS the probable realisation value of Feeds
the investment
Collective investment schemes are
valued at quoted bid prices for
dual priced funds and at quoted
prices for single prices funds, on
the last business day of the
relevant period.
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The Fair Value of the investments Valuations could be affected by
has been determined using material events occurring
valuation techniques appropriate | .. .. between the date of the
- Significant . . .
Unquoted to each investment. These financial statements provide
. . . unobservable . ;
Infrastructure techniques include discounted | . and the pension fund's own
Level 3 . inputs and X
Managed cash flow analysis and comparable reporting date, by changes to
. . .~ | observable
Funds transaction multiples in | . . the expected cashflow and by
. . inflation :
accordance with the International any differences  between
Private Equity and Venture Capital audited and unaudited
Valuation Guidelines accounts
Significant changes in rental
Pooled Closing bid price where bid and NAV-based growth, vacancy levels or the
Investments - Level 3 offer prices are published. Closing | pricing setona | discounted rate could affect
Real Estate single price where single price forward pricing | valuations as could more
Funds published basis general changes to market
prices
Level 1

Financial instruments at Level 1 are those where the fair values are derived from unadjusted quoted prices in active
markets for identical assets or liabilities. Products classified as level 1 comprise quoted equities, quoted fixed
securities, quoted index-linked securities and unittrusts.

Level 2

Financial instruments at Level 2 are those where quoted market prices are not available, for example where an
instrument is traded in a market that is not considered to be active, or where valuation techniques are used to
determine the fair value and where these techniques use inputs that are based significantly on observable market

data.

Level 3

Financial instruments at level 3 are those where at least one input could have a significant effect on the

instruments’ valuation is not based on an observable market data.

15 (a)

Fair Value Hierarchy

The table below provides analysis of the assets and liabilities of the pension fund allocated into levels 1 to 3 based
on the level at which fair value is observed.

Values as at 31 March 2024

Financial Assets

Financial assets at fair value through profit &loss

Financial Assets at amortised cost

Total Financial Assets

Financial Liabilities

Financial liabilities at fair value through profit &loss
Financial liabilities at amortised cost

Total Financial Liabilities

Net Financial Assets

Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
5,711 902,917 123,282 1,031,910
5,711 902,917 123,282 1,031,910
5,711 902,917 123,282 1,031,910
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Level 1 Level 2 Level 3 Total
Values as at 31 March 2023 £000 £000 £000 £000
Financial Assets
Financial Assets at fair value through profit &loss 830 817,922 112,948 931,700
Financial Assets at amortised cost - - -
Total Financial Assets 830 817,922 112,948 931,700
Financial Liabilities
Financial liabilities at fair value through profit &loss - - - -
Financial liabilities at amortised cost - - - -
Total Financial Liabilities = = = =
Net Financial Assets 830 817,922 112,948 931,700
15 (b) Reconciliation of Fair Value Measurements within Level 3
London Infrastructure Real Total
Clv £000 Estate £000
£000 Long
UK Income
Housing £000
£000
Value at 31 March 2023 150 - 51,702 61,096 112,948
Purchases - 231 9,411 - 9,642
Unrealised profit and (loss) - (72) 4,037 (3,273) 692
Value at 31 March 2024 150 159 65,150 57,823 123,282

16. Nature and Extent of Risks arising from Financial Instruments

The Fund's primary long-term risk is that the Fund’s assets will fall short of its liabilities (i.e. promised benefits
payable to members). Therefore, the aim of investment risk management is to minimise the risk of an overall
reduction in the value of the Fund and to maximise the opportunity for gains across the whole Fund portfolio. The
Fund achieves this through asset diversification to reduce exposure to market risk and credit risk to an acceptable
level. In addition, the Fund manages its liquidity risk to ensure that there is sufficient liquidity to meet the Fund’s
forecast cash-flows. The Council manages these investment risks as part of its overall Pension Fund risk
management programme.

Market Risks

Market risk is the risk of loss from fluctuations in equity and commodity prices, interest and foreign exchange rates
and credit spreads. The Fund is exposed to market risk from its investment activities, particularly through its equity
holdings. The level of risk exposure depends on market conditions, expectations of future price and yield
movements and the asset mix.

The objective of the Fund'’s risk management strategy is to identify, manage and control market risk exposure
within acceptable parameters, whilst optimising the return onrisk.

In general, excessive volatility in market risk is managed through the diversification of the portfolio in terms
of geographical and industry sector and individual securities. To mitigate market risk, the Council and the
Fund’s investment advisers undertake appropriate monitoring of market conditions and benchmark analysis.

Other Price Risk

Other price risk represents the risk that the value of the financial instrument will fluctuate as a result of changes
in market prices (other than those arising from interest rate risk or foreign currency), whether those changes are
caused by factors specific to the individual instrument or its issuer or factors affecting all such instruments in
the market.
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The Fund is exposed to share and derivative price risk. This arises from investments held by the Fund for which
the future price is uncertain. All securities investments present a risk of loss of capital.

The Fund’s investment managers mitigate this price risk through diversification and the selection of securities
and other financial instruments, and other financial instruments is monitored by the Council to ensure it is within
limits specified in the Fund'’s investment strategy.

Other Price Risk - Sensitivity Analysis
The following table demonstrates the change in the net assets available to pay benefits if the market price were
to increase or decrease by 10%.

Price Risk:

Value Value onincrease Value onDecrease
Asset Type £000 £000 £000
Level 2 Assets
UK Equities 95,080 104,588 85,572
Overseas/Global Equities 510,109 561,120 459,098
Index Linked Gilts 59,023 64,925 53,121
Buy & Maintained Bonds 97,131 106,844 87,418
Multi-Asset Credit 72,933 80,226 65,639
UK Housing 159 175 143
Property 68,641 75,505 61,777
Level 3 Assets
Infrastructure 65,150 71,665 58,635
Real Estate Long Income 57,823 63,606 52,041
Currency Risk

Currency risk represents the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Fund is exposed to currency risk on financial instruments that
are denominated in any currency other than the base currency of the fund, i.e. pounds sterling.

The following table shows the change in value of these assets had there been a 10% strengthening/weakening of
the pound against the various currencies:

Currency Risk (by asset class):
Value Value on Increase Value on Decrease

Asset Type £000 £000 £000
Overseas Equities 510,109 561,120 459,098
Credit Risk

Credit risk represents the risk that the counterparty to a transaction or a financial instrument will fail to discharge
an obligation and cause the Fund to incur a financial loss. The market values of investments generally reflect an
assessment of credit in their pricing and consequently the risk of loss is implicitly provided for in the carrying value
of the Fund’s financial assets and liabilities.

In essence the Fund'’s entire investment portfolio is exposed to some form of credit risk. The selection of high-
quality counterparties, brokers and financial institutions minimises credit risk that may occur through the failure to
settle a transaction in a timely manner.

Interest Rate Risk

The Fund invests in financial assets for the primary purpose of obtaining a return on investments. These
investments are subject to interest rate risks, which represent the risk that the fair value or future cash flows
of a financial instrument will fluctuate because of changes in market interest rates.

Liquidity Risk
Liquidity risk represents the risk that the Fund will not be able to meet its financial obligations as they fall due.
The Council therefore takes steps to ensure that the Pension Fund has adequate cash resources to meet its
commitments.

The Pension Fund has immediate access to its cash holdings that are invested by the Council. The levels of
cash held are reviewed by the Council as part of the periodic cashflow forecasting and form part of the Fund’s
investment strategy. The Fund’s investment strategy ensures that the majority of the Fund is invested in assets
that can be sold at short notice to avoid any liquidity risk.
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17. Investment Strategy Statement

The Council is required by Regulation to prepare and publish an Investment Strategy Statement (ISS). This
Statement sets out the Fund'’s policy on a range of matters relating to the investments and management of the
Pension Fund andis regularly reviewed and updated. A copy of the ISS can be found on the Council’s website
www.redbridge.gov.uk.

18. Current Assets and Liabilities

2022/23 2023/24

£000 £000

Cash at Bank 3,325 -
Contributions due 248 588
Sundry debtors 987 1,350
Prepaid expenses 244 244
Total of Current Assets 4,804 2,182
Accrued benefits (17) (68)
Accrued expenses (443) (221)
Sundry creditors - -
Total of Current Liabilities (460) (289)

19. Stock Lending

The Fund does not participate in stock lending arrangements.

20. Related Party Transactions
The London Borough of Redbridge is the single largest employer of members in the Pension Fund and contributed
£24.992m to the Fund in 2023/24 (£26.786m in 2022/23).

During the year no Councillors or Chief Officers with direct responsibility for Pension Fund issues have undertaken
any declarable transactions with the Pension Fund, other than the following.

° Administrative services undertaken by the Council to the Pension Fund were £0.535m (£0.475m in
2022/23).

. Investment services undertaken by the Council to the Pension Fund were £0.122m (£0.122m in
2022/23).

Each member of the Pension Fund Committee is required to disclose their interest at each meeting.

The key management personnel of the Pension Fund are the members of the Pension Fund Committee and the
Corporate Director of Resources.

21. Actuarial Valuation
In 2023/24, the contribution rate paid by the Council as an employer was determined following an actuarial
valuation of the Fund of 31 March 2022.

The valuation of 31 March 2022 set the employer’s contribution rates for the years 2023/24,2024/25 and 2025/26.
The actuarial method used by the Actuary is known as the “projected unit method”. The key feature of this
method is that in assessing the future service cost, the Actuary calculates the contribution rate, which meets the
cost of benefits accruing in the year after the valuation date. This is the same method adopted at the previous
valuation and is an appropriate method for a fund which is open to new members.

For this valuation the Actuary adopted a market value approach whereby assets were valued initially on a market
value basis and liability assumptions were derived from gilt yields. Those assumptions which have the most
significant effect on the results of the valuation are:

Assumption Rate
The rate of increase in pensionable earnings 2.7%
"Gilt-based” discountrate 43%
The level of increase in earnings growth 2.7%
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The result of the 2022 valuation was that the value of the Fund’s assets was actuarially assessed as £1.010m,
which was sufficient to meet 99% of its accrued liabilities. The employer’s contribution rate required as a result
of the valuation incorporates a phased increase in the balance of the Fund to meet 100% of future benefit
liabilities, as required by Pension Fund regulations. As a result of the 2022 valuation, those employers within the
Fund that have funding shortfalls are required to make repayments over an agreed period in accordance with
the policies set out in the Pension Fund’s Funding Strategy Statement (available on the Council’s website
www.redbridge.gov.uk) and certified by the Actuary in the Actuarial Valuation Report. The new employer
contribution rates and shortfall payments commenced from 1 April 2023.

22. Actuarial Present Value of Promised Retirement Benefits

The Fund's Actuary prepares reports for the purposes of IAS19 for the Council and other employers participating
in the Pension Fund upon request. Further information pertaining to the Council is included at note 40 of the
Notes to the Core Financial Statements.

The Actuary has calculated that the liabilities at 31 March 2023 for the entire Fund comprises of:

Type of Member 31 March 2023 31 March 2024
Liability Liability

£m £m

Employees 363 400
Deferred Members 244 243
Pensioners 466 455
Total 1,073 1,098

The net liability of the Fund in relation to the actuarial present value of promised retirement benefits and the
net assets available to fund these benefits is as follows (based upon IAS26 information).

31 March 2023 31 March 2024

£m £m

Present value of funded obligations (1,073) (1,098)

Fair value of Fund Assets (BID Value) 936 1,034

Net Liability for the whole Fund (137) (64)
These calculations have been determined using the following financial assumptions:

Year Ended 31 March 2023 31 March 2024

% p.a. % p.a.

Inflation / Pension Increase Rate 3.00 2.80

Salary Increase Rate 3.00 2.80

Discount Rate 475 4.80

23. Additional Voluntary Contributions (AVC’s)

The Council has a statutory obligation to provide an additional voluntary contribution (AVC) facility. This facility
provides the means for members of the Pension Fund to pay contributions into a policy, which will be used to buy
additional pension benefits when the member retires. A total of one hundred and thirty-two members of the
Pension Fund contribute to the AVC schemes. In 2023/24 £430,970 of contributions deductions were made in
respect of the AVC Scheme (£224,347 in2022/23).

Market Value Market Value
31 March 2023 31 March 2024
£000 AVC Provider £000

176 Utmost Pensions (formerly Equitable Life) 162

365 Clerical Medical 668

264 Standard Life 462

805 TOTAL 1,292

The Council, as employer, does not make any contribution to the AVC scheme and these funds do not form part
of the Council’s Pension Fund accounts.
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24, Contractual Commitments
The Fund has committed £70m into the Step-stone Infrastructure Fund. Of this commitment £14.583m was

outstanding on 31 March 2024.

The Fund also has committed £48m into the UK Housing Fund. Of this commitment £47.769m was outstanding
on 31 March 2024.
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PUBLICATIONS

The Pension Fund publishes the following documents on the Council’s website.

https://www.redbridge.gov.uk/about-the-council/our-finance-services/

1.

Annual Business Plan

The Pension Fund Committee undertakes a review of the activities of the committee over
the previous twelve months and sets out the tasks for the forthcoming year. This would
include reviewing policy statements and monitoring the performance of the Fund. The
Annual Business Plan is agreed each year at the Pension Fund Committee meeting held
in February.

Pension Administration Strategy

This statement is produced by the Pension Administration Team and is revised
periodically to ensure that it remains consistent with recommended practices. The
statement sets out the Council’s policy for:

e setting levels of performance;
e procedures for securing compliance with Regulations;
e setting Performance Targets.

Communication Policy Statement

This statement is produced by the Pension Administration Team and is revised
periodically to ensure that it remains consistent with recommended practices. The
statement sets out the Council’s policy for:

e communicating with interested parties including members and other employers
within the scheme;

e the method and frequency of communications used;

e  promoting the LGPS to seek to increase membership within the scheme;

e performance objectives for administering the scheme.

Governance Compliance Statement

The objective of this statement is to make the administration and stewardship of the
scheme more transparent and accountable to its stakeholders. It therefore provides
details of:

. how the Council, as Administering Authority maintains and manages its
pension fund function in accordance with regulatory requirements;

. the structure for the decision making process, which includes details of the
various responsibilities for administering the Pension Fund;

. the frequency of Pension Fund Committee meetings;
. the voting rights of the Committee members;

. accessibility to information and training.
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The Governance Compliance Statement was reviewed in 2023 in light of the governance
review undertaken by the Council.

5. Investment Strategy Statement (ISS)
Administrating Authorities are required to prepare, maintain and publish a written
Investment Strategy Statement governing their decisions about investments. This
document therefore sets out details of:

the strategy for investing and the risks associated with such investing

. the approach adopted by the Fund towards pooling

. the Fund's policy towards social, environmental and corporate governance;
. the Fund'’s policy with regards to the exercising of rights including voting;

. Details of the advice sought with regards to investing.

6. Fund Strategy Statement (FSS)
This statement is prepared in collaboration with the Fund’s Actuary and after
consultation with the Fund’s employers and investment advisers and sets out:

o the strategy for the Pension Fund to show how the pension liabilities are to be
met whilst seeking to achieve a constant and affordable employer contribution
rate;

e shows details as to how the Fund is seeking to achieve its objectives and the risk
associated with the strategy;

e details of the responsibilities for each key party, including the employers,
employees and actuary.

The Funding Strategy Statement is reviewed periodically to coincide with the valuation. The
revised FSS was approved in 2023. The next valuation is due 31 March 2025.

The Agenda and Minutes of the Pension Fund Committee meetings are also available on
the Council’s website:
https://moderngov.redbridge.gov.uk/mgCommitteeDetails.aspx?ID=778
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EMPLOYERS WITHIN THE REDBRIDGE PENSION FUND

APPENDIX 1

The table below outlines the membership profile on 31 March 2024 for all employers in the

Fund as well as their status.

Employer Status Active Deferred Undecideds Pensioner Total %
LB Redbridge Scheduled 5,420 4,715 3,359 4,753 18,247 86.27%
Al-Noor School Scheduled 30 1 13 - 44 0.21%
Aldborough E-Act School Scheduled 21 2 18 3 44 0.21%
Astrum Academy Scheduled 285 34 103 17 439 2.08%
Atam Academy Scheduled 14 3 2 - 19 0.09%
Avanti Court Primary School Scheduled 38 3 33 - 74 0.35%
Beacon Academy Trust Scheduled 146 64 165 38 413 1.95%
Chadwell Heath Academy Scheduled 37 31 24 19 111 0.52%
Downshall Academy Scheduled 33 - 6 - 39 0.18%
?&Z‘z B S chedlcd 1 ] . 1 2 0.01%
Isaac Newton Academy Scheduled 70 9 84 1 164 0.78%
Little Heath School Scheduled 115 32 84 17 248 1.17%
Loxford Academy Scheduled 59 7 94 9 169 0.80%
Mayfield School Scheduled 103 63 49 34 249 1.18%
r d'-:r% of Lourdes Scheduled 27 4 14 3 48 0.23%
Palmer Academy Scheduled 40 13 36 15 104 0.49%
St. Aidan's Academy Scheduled 21 7 31 10 69 0.33%
iLaP:;?;; & St. Paul's Scheduled 24 2 27 3 56 0.26%
Strive 4 Academy Scheduled 60 22 69 7 158 0.75%
Ursuline Academy Scheduled 23 40 8 13 84 0.40%
Winston Way Academy Scheduled 27 5 22 - 54 0.25%
Kindred Nursery Admitted 1 1 3 1 6 0.03%
Lewis & Graves Admitted 11 2 6 1 20 0.09%
Imagine Independence Admitted 2 1 - 2 5 0.02%
Mears Admitted 20 1 - 5 26 0.12%
Town & Country Admitted 1 - 1 2 0.01%
Vision Admitted 71 48 33 106 258 1.22%
6,700 5,110 4,283 5,059 21,152 100.00%

A deferred member is a former employee who has decided not to transfer their accrued
benefits to an alternative pension scheme and they will therefore receive pension benefit

upon normal retirement.
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